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We care enough about service 
to make even a glass of water 
important. 











“In-flight service has nothing to do with what | am serving. Whether a glass of water or a glass of 
champagne the standards expected are the same. You see every flight is a collection of details. 
And that is why, to Lufthansa and to me, service means that every detail is regarded as very 
important." 
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The Ming Court was 
. Jus Sf busi SIne SS, recie on the ancient 
Chinese principle of inner 
and outer courts with pleasures 
for the inner and outer man. 


Take Chef Bidou, a chef 





famous in his French Provençal 
region. He has given Singapore 
an outstanding example of 
specialized cuisine. Another 
French touch is the sidewalk 
Café Boulevard. Perfect for 





of the Chinese gourmets, the f 
Ming Palace. Or the Jade C 
Lounge, lively and sophisticated. ,. 











All in all it’s your kind of hotél. 
On business. Or leisure. 


MING COURT HOTEL ^ 


WHERE BUSINESS MIXES WITH PLEASURE. 
Tanglin Road, Singapore 1024. Telex: RS 21488 MINGTEL. Cable: MINGOTEL. 


e GOODWOOD P; ee YORK HOTEL * MING COURT * LADYHILL e HOTEL MALAYSIA 


reservations Worldwide: Steigenberger Reservation Service. Australia and Japan: Southern Pacific Hotel 


Corporation. Hong Kong: Cardinal Hotel Booking Service. Jakarta; Sahid Jaya Sales Offic 
Kuala Lumma- Goodwood Park Hotel Sdn Bhd. Your travel agent or atrlin 
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Burma is ostensibly a socialist state, with all the 
attendant political trappings. In fact, the Japanese- 
trained party strongman Ne Win, depicted in uniform 
on our cover, is essentially a soldier, and the army 
(rignt) is still very much in control. While Ne Win has 
held onto power for two decades, many of his army 
colleagues have been shunted aside or simply 

urged. The latest senior officer to fall from grace is 

rig.-Gen. Tin Oo, who once occupied that most in- 
secure of positions: the leader's favourite and heir- 
presumptive. But the eclipse of Tin Oo may cause as 
many problems as it solves, chief correspondent 
Rodney Tasker reports. Pages 30-32. Cover: Adam Chow 
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Page 10 
At last Britain and China get down 
to business in the talks over 


The verdict of the inquest after 
Foreign Minister Tan Sri Ghazali 





Page ; 
Cambodia's rice production 
shoots up, but other agricultural 


Hongkong's future. Shafie’s air crash may provide | output is low. 
some new political shocks in 
Page 12 Malaysia. 


Asean foreign ministers meet in 
Bangkok — with Cambodia top of 


28 


ge 46 
| A giant Japanese ship order may 
| signal the end of the shipping re- 


the agenda. A leaking nuclear reactor sparks | cession. 
new friction between India and 
Page 16 the United States. Meanwhile, an | Page 54 


Former senator Benigno Aquino 
faces an uncertain future if, as he 
plans, he returns to the Philip- 
pines. 


army appointment starts a politi- 
cal row in New Delhi. 


39 
Japanese film-makers take a new, 
more realistic look at the coun- 


Malaysian Bank Bumiputra's un- | 
happy involvement in the Hong- | — 


kong property market has less 
impact than was expected on its 
accounts. 





Pages - s ud 
| dés Pilin try's war record. Page 62 a 
- Minister Yasuhiro Bond bows out of the bitter battle FS 
' Nakasone takes Pages 42-44 for Australia's Grace Bros group. 

his upper house Philippine President Ferdinand 

election victo Marcos bites the economic bullet, | Page 63 | 

as a vote of confi- with a devaluation of the peso, | A Hongkong company unveils a ^" 

dence in his trimming of industrial projects | new telephone product, but in- 2 

policies. and increases in fuel prices. vestors suspend judgment. . 
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Population: The patter of 
fewer feet 


, Cinema: Airing the skeletons 
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optimism 
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of caution 
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file on n Gandhi (The | | 
W, May 26], which was 


The Straits Times on May 


rts. some historical facts. : 


 Referr ring. to Gandhi' $ pain during 
Vorld War II, Krishnan alleges that 


| andhi was, not coat the war as such“ 


sh would win the war.” “Krishnan ac- 


s Gandhi of Hiec i motivated. by "op- 


a time when the 


Ti kate source. For peen lie 
April 26, 1942, in his newspaper, 
‘It is folly to suppose that the ag- 
can ever be a benefactor. The Ja- 
may free India from the British 
«but only to put in their own instead. 
ve. always maintained that we should 
other power's help to free 
1€ British yoke. That would 
violent approach .-. . I cling 

h in non-violence." 
an charges that the Gandhi- 
cord (under which the British re- 
detained for civil disobedi- 
d" the British to execute the 
L Bhagat Singh. who had 
ith killing a British official. 
y such tactics did Gandhi 


Contemporary 


dearly establish that Gandhi > 


led hard with Irwin for the release of 
at Sign and other aaan 


RESEARCH SCHOOL OF PACIFIC! sn UDIES | 


App lications are invited for two ean of Postdoc 
Research. Fellow/Senior Research Fellow. The. Department is in- 


T 


terested in political science graduates to undertake research in the 
. fields of socio-political change in Southeast Asia or the Southwest 


Pacific. 


> Krishnan alleges: “lt wa 


from violence, since he was convinced that 
the means are as important as the ends. 
> According to Krishnan, “Gandhi's ‘re- 


ligious politics’ must take. at least some of | 
the blame for the slaughter that happened | 


in the Subcontinent in 1947," This is an ab- 
surd charge since no one was more deeply 
opposed than Gandhi to the exploitation 
of religion for creating political animosity 
between various communities. He re- 


garded this as a total contradiction of the 
spirit of brotherhood enshrined in the- 


teachings of all major religions. Indeed, as 


correctly depicted by Sir Richard Atten- 


borough's film Gandhi, it was he who was 


ultimately able to bring back a semblance - 


of sanity to people caught up in a frehzy of 
communal violence. It is a matter of his- 
tory that Gandhi laid down his life in the 
cause of harmony between different religi- 
ous communities. 
Singapore K. BISWAS 


N. B. Krishnan's. slanderous attack 


Gandhi deserves the utmost contempt. It- 
was a despicable denigration of the writer's | 


own country's greatest man. And I am sure 
many readers would like an explanation for 
such a shameful and despicable article. 
Happily though, despite Krishnan's 
hysterical lies, millions of people all over 


| the world will continue to cherish Gan- 
dhi's great legacy to mankind. 
JUAN MANUEL LÓPEZ NADAL | 


Jakarta 


nly the v vio- | 
ian street demonstrators that . 
upset Gandhi. He seems to have taken a | 
relatively mild view of the violence from - 
| the British.” Gandhi's reaction to the Am- 
ritsar incident — and indeed his entire 
struggle against British colonial rule — 
- bears testimony to his opposition to the 
| violence implicit in foreign rule. At the - 
same time, Gandhi was deeply concerned - 
that his own movement should be free 


Zubeida "Mustafa $ bold nd perce 
look at the Afgh: | 
umn, REVIEW, June 9] 

onus of progress at the G 


solution on Pa kistan Hoy ev 


Haq' S regime is capable andor or wiling to 
fono through. e l 1 

` There are a number of omoi face 
tors which stand in the way of Zia's adop- 
tion of positions conducive to an early re- ^ 
solution: 


| » The Zia regime has. consistently used 


the crisis as an excuse to muzzle popular 
Opposition at home. It is well aware that, 
the removal of the " Afghan factor" from 
the internal political scene will provide 


| even more urgency and legitimacy to the 


popular demand for restoration of democ 
rac 


|» The US$3.2 billion aid package give 


Washington a potent leverage to ensur 
continued subservience of Pakistan's | 
terests to American strategic design. A 
continuation of the Afghan crisis has be 
come an important element of United 
States President Ronald Reagan' s ‘policy. 
for that region. 

» Pakistan's military establishment, Zia' 
primary power base, knows that its mate 
rial buildup and extended interventionis 
role in the Gulf is depend 

supply and strategic coo 

would be very reluctant to approve 
change in the Afghan policy that 1 ma 
incur American displeasure. |- 

» Pakistan's bureaucratic/technocratic es 
tablishment, Zia's secondary power base 
is busy implementing an economic dev e 
lopment mode 

inflow of foreign aid and foreign invest 
ment. It is not unaware of the dir | 


decisions of the International i 
Fund, the World Bank and the 
Aid Consortium. Their reluctance to dis-| 


turb the current Afghan policy would d 
| match in intensity that of the military. 3 
|» Forthe past three years an elaborate re 


|| lationship has. developed between some 


ctoral Fellow/ 


P l Please wtite for further information, including salary and conditions, to . 
. The Registrar, The Australian National University, G.P.O. Box 4, | 
. Canberra, A.C.T. 2601, Australia, with la cci close on E 


-. 19 August 1983. 


Peshawar-based Afghan insurgent group 
and the fundamentalist Jamaat-i--slami] 
with the financial support of Saudi Arabia 


| | and the tacit approval of the Zia adminis- 
| tration. These groups can torpedo any set- 
| tlement at Geneva by refusing to ci 


comply 
with its provisiotis. In this they can coun 
on the support! of the 'Jamaat and Saudi 
Arabia. Given the mu 


| lationship of the Zi 
] | both the House of 


these groups will: remain uncon 


i the future. 


The stakes are high: at + dis cuss 
Afghanistan; most of all for 


| | needs more than words of advice to 


that the ie regime does. no 
ith the sec and the 









United States . President 

Ronald Reagan is planning to 

visit Indonesia, Japan and 

South Korea to emphasise the 

importance the administration 
* attaches to the Pacific basin. 

Commenting on the trip, an 
Indonesian diplomatic analyst 
said: "We are very eager to 
have him here so,that he might 
see that it is a more complex 
world than he seems to think, 

— sitting in Washington." 

In Tokyo, the official reac- 
tion was also. one of en- 
thusiasm, though there is 
underlying concern that US of- 
ficials will push, harder than 
ever for a settlement of trade 
issues ahead of the visit. In 
Seoul, officials were delighted’ 
at news of the visit. Local news- 
papers said the primary aim 
was to reaffirm the'US commit- 
ment to defend South Korea 
and keep US forces there. 

— BY CORRESPONDENTS 


Was the ‘seismicevent’ — 
a nuclear blast? 

India's External Affairs Minis- 
try has confirmed that a "seis- 
mic event" with the epicentre 
south of Quetta, Pakistan, was 
recorded by an Indian seismic 
station on June 13. But it would 
not say whether it wasa nuclear 
explosion. The pro-Soviet In- 
dian daily newspaper Patriot 
had earlier reported that Pakis- 
tan had exploded a nuclear de- 
vice of 20-30 kilotonnes in the 
Ros Khos mountains near 
Quetta on June 13, and that In- 
dian scientists had recorded it. 
The Pakistani.Embassy in New. 
Delhi rejected the report as “a 
canard." 

Meanwhile, The! Washing- 
ton Post has reported that 
India, which detonated its first 
nuclear device. in May ,1974, 
was preparing for a second,exp- 
losion. India,has deniedithis.. 

— MOHAN RAM 
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A Japanese freelance camera-, 


nan who trekked for 10 weeks 
vith Khmer Rouge guerillas 
“says the Vietnamese : forces 
exercise only marginal control 
n the Cambodian countryside. 
Naoki Mabuchi described the, 
‘ietnamese position as similar 

' that of the Lon Nol army toa 
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wards the end of the 1970-75 


war. He spoke of the guerillas 
'| receiving à warm welcome in 


numerous villages along the 
route back towards the Thai 
border, described one action in 
which he said "Vietnamese 
troops fled from guerillas and 
described another in which the 
Khmer Rouge blew up a bridge 
on strategic Highway 6 near 
Siem Reap. 

Bangkok-based diplomats 
have expressed considerable 
interest in Mabuchi's descrip- 
tion, particularly because his 
1,000-km. trip through four 
provinces was undertaken dur- 
ing the dry season when Viet- 
namese military troop activity 
is normally intensified. 

— JOHN McBETH 


Talks on an A 
settlement e progress 
The third round of indirect 
talks in Geneva between the 
foreign ministers of Pakistan 
and Afghanistan ended on 
June 24, and Diego Cordovez, 
the United Nations negotiator 
in charge of the talks, said 
further progress had been 
made. But, having said in the 
past that 95% of the prepara- 
tory work had been done, Cor- 
dovez this time refused to ex- 
press progress in what he called 
mathematical terms. 

But he said the draft agree- 


Cordovez: no mathematics. 





ment was near completion and 
that differences were narrow- 


ing. He said it was simplistic to 


speak in terms of either a 


breakthrough or a: deadlock.’ 


The hoped-for settlement 
centres on the withdrawal of 
more than 100,000 Soviet 
troops. from Afghanistan, the 
voluntary repatriation of 4.5 


million Afghan refugees in 


Pakistan and Iran and an end to 


foreign intervention and inter. 


ference in Afghanistan's inter- 
nal affairs. 
— THERESE OBRECH] 





BUSINESS 

Dunlop appoints two 
Malaysian directors 
Another round of “will-they, 
won t-they?” takeover rumours 
was provoked by the an- 
nouncement in London that 
Dunlop Holdings — which in 
April announced an attributa- 
ble loss of £80 million (US$124 
million) — has appointed two 
Malaysians as non-executive 
directors: Abdul Ghafar Baba, 
chairman of Pegi Malaysia, 
which. owns 26.1% of the 
British company’s shares; and 
Eng Chin Ah, chief executive 
of Eastwind Holdings, which 
controls Pegi. A Dunlop 
spokesman adhered to his oft- 
repeated line that it did not ex- 
pect Ghafar to make a bid and 
said the two men would sit on à 
proposed committee to be giv- 
en the job of examining future 
developments in the Pacific 
basin. — DANIEL NELSON 


Intraco seeks S$62 million 
through a rights issue 
Intraco, the Singapore Gov- 
ernment-backed trading 
group, is raising $$62.5 million 
(US$29.5 million) through a 
one-for-two rights issue at 
$$2.50 a share. This is Intraco's 
second rights issue in more 
than two years and as a result 
the: company's capital will rise 
to S$75 million from S$50 mil- 
lion. Temasek Holdings, the 
government firm which holds 
27% of Intraco, will take up its 
entitlement in the latest offer, 
which is managed and under- 
written by Development Bank 
of Singapore, also controlled 
by the government. 

Intraco has not disclosed the 
use to which it will put the 
funds but market sources say 
they-could go towards the ac- 
quisition of Far Eastern Bank, 





‘megatiations for which are in 


progress. — V. G. KULKARNI 
Australian investment 
policy irks New Zealand 


‘New Zealand has frozen Aus- 


tralian investment applications 
in the wake of a disagreement 
between the two governments 
over investment policies. 
Prime Minister Robert Mul- 


‘dooh took the action after the 
' Labor government of Austra- 
‘tian.c Prime 


Minister Bob 
Hawke refused to relax its re- 
quirement for 50% Australian 
shareholding in joint ventures 


in banking and finance. The 
National Bank of New Zea- 
land, a subsidiary of Lloyds 
Bank in London, had wanted 
to set up branches in Australia, 
but a decision on that has been 
delayed. 

Muldoon said Australian 
Treasurer Paul Keating had 
reasoned that letting the Na- 
tional Bank open branches 
would be letting an English 
bank in “through the back 
door.” Muldoon complained 


that two other New Zealand fi- — - 


nance houses had wanted to set 


up in Australia but were li- - 


mited to 50% shareholdings. 


— COLINJAMES — 


A Chinese firm will 
offer shares abroad 


* * É 
Four Chinese state enterprises 


are setting up in Shenzhen, 
Guangdong province, a cor- 
poration,- San He Holdings, 
which will offer shares for the 
first time to foreign individuals 
and Overseas Chinese. San He 
plans to raise Rmb 50 million 
(USS25 million) by issui 

5,000 shares worth Rmb 10, 

each. Both preference and 


ordinary shares will be avail- 


able and foreign investors may 
hold no more than a 49% in- 
terest in San He. Bonds, also to 
be valued at Rmb 10,000 each, 
will follow the share issue. 

The state enterprises form- 
ing San He are: the Shenzhen 
Special Economic Zone Deve- 
lopment Corp., Shenzhen 
Cereals, Oils and Foodstuff 
Import and Export Corp., 
Shenzhen Foodstuff and Bev- 
erages Corp. and the China 
Aviation Technology Import 
and Export Corp. branch in 


Shenzhen. — TERM MA 
Thailand gets a 10th 


Thailand has exchanged notes 
with Japan for a 10th yen loan 
totalling  %¥67.36 billion 
(US$284 million), which will fi- 
nance various rural, agricul- 
tural and industrial projects. 
The latest yen credit, which is 
up from the ¥55 billion of the 
ninth, was pledgéd by Japanese 
Prime Minister Yasuhiro 
Nakasone during his official 
visit here in early May. The 
loan, granted by Japan's Over- 
seas Economic Cooperation 
Fund, carries 3% annual in- 
terest with a.30-year repay- 
ment and a (10-year grace 
period. 

— PAISAL SRICHARATCHANYA 
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Big enough $ 
to see beyond profits 
to people 


Sanwa International Finance Limited 
1305-1308. Gloucester Tower, The Landmark, 11 Pedder St! 


eet, Hong Kong 
Tel.: 5-261351 Telex: 64836 SIFL 64837 SIFX Cable 


SANWAINTFN 


Sanwa Bank is one of Japan's 
leading banks, with more than 
6.7 million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 
vides a full range of in-depth 
banking services in key financial 
centers throughout the world. 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 


that speaks your language. 
Contact Sanwa Bank. 





Tokyo, Osaka and 247 offices in Japan 
INTERNATIONAL BANKING GROUP: 1-1, Otemachi ! Chome, Chiyoda-ku, Tokyo 100 Telex: J22384 Tel.: (03)216-3111 


Hong Kong Branch: Fairmont House 8 Cotton Tree Drive Central, Hong P na Telex: 73423 Tel 5-218311 








Singapore Branch: 50 Raffles Place, «25-01 Shell Tower Singapore 0104, Rep of Singapore Telex: 28573 Tel.: 2240822 

OVERSEAS NETWORK: Beijing, Shanghai, Kowlo Causeway Bay . Mongkok.China Resources Building, Seoul, Bangkok, Kuala Lumpur 
Manila, Jakarta, Sydney, London, Düsseldorf, Frankfurt, Brussels, Zurich, Madrid Bahrain, New York, Chicago, Houston, Los Angeles, 
San Francist 9, Oakland, Sacramento, San Jos Mountain View, San Diegi Honolulu, Toronto, Panama, M S4o Paulo, Buenos Aires 


JULY 7, 1983 e FAR EASTERN ECONOMIC REVIE 


"a 














China's Shenzhen Special Economic 
Zone bordering Hongkong may use 
an internationally convertible 
currency in dealing with foreign 
traders, according to a Bank of 
China (BoC) official in Shenzhen. 
The issue and management details 
of the currency are being considered 
in a feasibility study undertaken by 
the Shenzhen local government, the 
BoC, the People's Bank of China, 
the Agricultural Bank of China and 
the People's Construction Bank of 
China. 





STILL IN ACTION 


Initial intelligence reports indicating 


that the 286th Division of the 
Vietnamese-backed Cambodian 
army had been disbanded have now 
been revised. Both anti-Vietnamese 
and Western military sources say 
that only one of the division's four 
battalions was involved. They 
contend that action to disband the 


NILUS IL RRS 0 ORG ORC C P ANNAM NO 


CHINA 

East Germany and China signed a post and 
telecommunications accord (June 24). Tor- 
rential rain in Guangdong province killed 28 
people and injured three, a provincial official 
said. An economic and technical cooperation 
agreement between the Greek and Chinese 
governments was signed (June 25). 


INDIA 

Two people died and one was injured in 
Punjab by a parcel bomb sent to a newspaper 
by Sikh extremists (June 24). The president of 
the opposition Janata Party, Chandra 
Shekhar, ended a 4,000-km. march across 
India emulating similar marches by Mahatma 
Gandhi (June 25). Five people were killed 
and several wounded in renewed violence in 
Punjab (June 27). At least 424 people died 
and 500 were missing in floods in Gujarat 
state (June 28). 


INDONESIA 

Prince Norodom Sihanouk, president of 
the Democratic Kampuchea coalition, held 
talks with President Suharto (June 27). 
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battalion was taken after it refused 
to join in an attack in April on the 
Sihanoukist resistance enclave of O 
Smach in northwest Cambodia. The 
286th is understood to be the only 
one of four divisions under the Heng 
Samrin regime which has been 
assigned to combat duty. The 
fledgeling army also has an 
armoured brigade, but the sources 
say it has still to be issued with 
tanks. 


WITH FRIENDS LIKE THESE ... 


A Malaysian army operation in 
Sarawak against remnant groups of 
communist terrorists ended 
disastrously: 11 soldiers were killed, 
11 were injured and no casualties 
were inflicted on the communists. 
Most of the casualties were caused 
by "friendly" fire. Poor training in 
night fighting and too many rapid 
promotions are among the factors 
cited as responsible for the fiasco, 
which occurred in late April. 


DRUMMING UP BIS-NESS 


An enlarged military intelligence 
organisation, the Strategic 
Intelligence Agency (BIS) is being 
formed in Jakarta, integratin 
various intelligence bodies of the 
armed forces, including the Defence 
Ministry's military intelligence unit, 
the strategic intelligence centre and 
the intelligence wing of the 
Command for the Restoration of 
Security and Order (Kopkamtib). 
The State Intelligence ce 


JAPAN 

The ruling Liberal Democratic Party sec- 
ured a clear majority in upper house elections 
(June 26). 


MALAYSIA 

An inquest found that Malaysian Foreign 
Minister Tan Sri Ghazali Shafie’s negligence 
was responsible for the death of two compan- 
ions in the crash of a light aircraft which he 
survived (June 22). 


PHILIPPINES 

United States Secretary of State George 
Shultz arrived on an Official visit (June 25). 
About 700 people demonstrated in Manila 
against a Supreme Courttuling upholding the 
power of President Ferdinand Marcos to 
order arrests, it was reported (June 28). 


SOUTH KOREA 

Two former college students accused of 
instigating an anti-government demonstra- 
tion were sentenced to three years imprison- 
ment by the Seoul district criminal court 
(June 23). 








ordinating Agency (Bakin) will 
remain outside BIS, ostensibly as 
a non-military outfit. BIS will be 
placed under the direct command 
of armed forces commander Gen. 
Benny Murdani and is likely to be 
coordinated by Maj.-Gen. Sutayo, 
formerly of Kopkamtib 
intelligence. 


LEANING ON THE LEFTISTS 
The latest attacks 
on former party 
chairman and 
premier Hua 
Guofeng may 
herald a long- 
awaited purge of 
leftist members of 
the Chinese 
Communist Party. 
Mao Zhiyong, first secretary of the 
party organisation in Hunan 
province, where Hua laid the 
foundations of his career in politics, 
has criticised people who supported 
the “two whatevers" (whatever Mao 
Zedong did in his lifetime was 
correct, and whatever he said or 
wrote was correct). Now it is 
disclosed that elder statesman Deng 
Xiaoping criticised Hua for the same 
reasons in a hitherto unpublished 
speech made in 1977. Leftists in 
Guangxi province are about to be 
purged, according to the Canton 
Evening News, on grounds of 
"factionalism" — a term nowadays 
used only about leftists such as Hua 
and his erstwhile supporters. 


SRI LANKA 

British freelance journalist David Sel- 
bourne was expelled, the Defence Ministry 
said (June 27). 


TAIWAN 

Two civilians were killed and three injured 
when an F104 fighter aircraft crashed on à 
town in central Taiwan, a military spokesman 
said (June 26). 


THAILAND 

The Asean foreign ministers’ meeting 
opened (June 24). The Asean countries for- 
mally endorsed at the meeting a Thai pro- 
posal calling on Vietnam. to withdraw its 
troops from the Thai-Cambodian border as a 
first step towards a pull-out (June 25). United 
States Secretary of State George Shultz ar- 
rived on an official visit (June 26). Australian 
Foreign Minister Bill Hayden held talks with 
the Asean foreign ministers (June 27). Aus- 
tralian Foreign Minister Bill Hayden an- 
nounced in Bangkok that he was travelling to 
Hanoi in an attempt to mediate over Cam- 
bodia (June 28). 
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REGIONAL AFFAIRS summusueseusts peas i 
Substantive talks begin after a new approach by Thatcher | 





By Derek Davies and Mary Lee 
China and Britain 
have begun substan- 
tive negotiations on 
a solution for Hong- 
kong. A joint state- 
BW ment — indicating 
that real talks are 
now under way and that both sides are 
confident of an agreement which will 
safeguard the territory's continued stabi- 
lity and prosperity — is expected before 
long. 
. Further, 





atmosphere in which the 
exchanges aye taking place has improved 
immeasurably. Talks at ambassadorial 
level are in progress — not only in Peking, 
but in London as well — and the under- 
lying approach of both governments has 
shifted from the contentious issue of 


‘sovereignty to a pragmatic resolve to find 


a workable solution, Until recently, the 
negotiations had become bogged down on 
the order of the agenda — the British 
wanting to discuss the nitty-gritty issues, 
the Chinese refusing to budge until Lon- 
don had conceded that China enjoyed ulti- 
mate sovereignty over Hongkong. How- 
ever, the logjam was shifted a couple of 
months ago by a personal letter from 
British Prime Minister Margaret Thatcher 
to China’s elder statesman Deng Xiao- 
ping. 

This letter marked her recognition that, 
by basing her case on the 19th century un- 
equal treaties she had cited during her visit 
to Peking last September, she had not only 
unnecessarily bruised China’s pride, but 
had adopted the weakest possible 
negotiating stance. Although legalistically 
and theoretically the British could remain 
on Hongkong Island and Kowloon penin- 
sula (which according to the treaties are 
“ceded in perpetuity”), these cannot exist 
indeperidently of the New Territories on 
which Britain's lease expires in 1997, thus 
leaving the British no practical basis for 
remaining at all. 

By indirectly acknowledging this in her 
letter, Thatcher also indirectly acknow- 
ledged China's sovereignty, and thus al- 
lowed the talks on the actual modalities of 
Hongkong's future to proceed. Hong- 
kong's Governor Sir Edward Youde has 
confirmed that the talks are genuine and 
not just talks about talks. 

However, proposals have so far come 
only from the Chinese side. The British 
are understood to be waiting for advice 
from Hongkong's policymaking Execu- 
tive Council (Exco) before making 
counter-proposals. All nine non-govern- 
ment members of Exco, plus Youde, are 
leaving for London on a hastily arranged 


10 





trip, and will be meeting Thatcher and 
new Foreign Secretary Sir Geoffrey Howe 
on July 4 and 5. 

Exco's advisory role was secured earlier 
this year. Although its members are not 
elected representatives of the local popu- 
lation, London accepted that the body had 
to be consulted — it was the only way 
whereby Thatcher’s promise that local 
views will be taken into account could be 
kept. 

The inadequacy of Exco's make-up as a 
body purporting to represent the people 
of Hongkong is thought by many to be one 
of the main factors helping to create the 
general gloominess of the community. 
Another is the make-up of those repre- 


Thatcher: a message for Deng. 


sentatives of Hongkong chosen by Peking 
to sit on the Chinese People's Political 
Consultative Conference, who are just as 
unrepresentative of the community as 
those who sit on Exco and who were 
named, it is reliably reported, after many 
preferred nominees had politely declined 
the offer. 


Moreover, Exco could prove a stumbl- 
ing block to progress since certain of 
its members are known to be extremely re- 
sentful of the concession of sovereignty to 
China and very wary of the motives of the 
British Foreign'and Commonwealth Of- 
fice. They suspéct, as:did Thatcher, that 
the diplomats see the successful resolution 
of the Hongkong issue. as part of the long 
process of negotiating a series of “honour- 
able withdrawals" from parts of the 
former empire. They are not satisfied that 
such an approach can win adequate 
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guarantees for the people of Hongkong. 


This attitude is shared by rightwingers of 


the British Conservative Party who, at the 
same time, are the most reluctant to con- 
template Britain allowing a major influx 
of Hongkong Chinese immigrants should 
London fail to gain ma guarantees they 
are demanding. 

Nevertheless, it ies likely that Exco 
will be reassured that the beginning of 
concrete exohanges on the future is infi- 
nitely preferable to'the deadlock which 
existed prior to the Thatcher letter. They 
might also draw comfort from Howe's ap- 
pointment as foreign secretary. Howe, 
though a close and trusted Thatcher ally, 
is very much his own man, whose advice is 
heeded by the prime minister, and he can- 
not by any stretch of the imagination be 
labelled *wet" (an adjective frequently 
applied to the Foreign Office by 10 Down- 
ing Street). 

Howe's predecessor, Francis Pym, en- 
joyed no such trust or reputation, and 
bowed to Thatcher's determination to 
oversee the Hongkong negotiations by 
taking minimal interest in them himself. 
The Foreign Office thus obtained only 
weak and spasmodic access to Thatcher, 
and its success in persuading her that her 
original stance was mistaken (REVIEW, 
Jan. 20) and that she should write the let- 
ter to Deng which caused the break- 
through was a considerable achievement 
in the circumstances. But with Howe in 
the saddle, it will enjoy a more consistent 
contact and the doubters of Exco will 
know that they have a tough champion 
representing Hongkong's interests. 

China has responded positively to the 
new London stance. Chinese Communist 
Party politburo member "Xi Zhongxun 
told a Hongkong ‘delegation of 12 
businessmen and professionals in: May: 
"Britain is not pursuing the three unequal 
treaties now... . Soveréignty is non-nego- 
tiable, but we have a high regard for Mrs 
Thatcher. She is sensible: As in a chess 
game, she made the wrong'move [in Sep- 
tember 1982, when she raised the subject 
of the validity offhie-three treaties during 
her Peking visit] Starting ‘atiew, she is 
now changing, 'and' wé are urging her to 
get on with the desit of the prob- 
lem." 

China, like Btitain, is keen:to reach a 
solution within the next two years — at the 
latest. Xi also said: "We said [to Thatcher] 
last year we would like tomake a proposal 
within two years.’ 

Meanwhile; Héxigkong breathed a col- 
lective sigh of relief when' thé sixth Na- 
tional People's Congress (NPC) con- 
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cluded in Peking recently without any sub- 
stantive mention of China's plans for the 
territory's future. There had been indica- 
tions earlier that a draft law on special ad- 
ministrative regions (SARs) would be 
assed at the congress, thereby crystallis- 
ing China's infention to give Hongkong a 
large degree of autonomy under Chinese 
sovereignty. The promulgation of this law 
would have rendered the Sino-British 
talks superfluous, destroying any chance 
of reaching the common objective of 
maintaining stability and prosperity. 
Deng himself promised that China “will 
continue to do its} work well on Hong- 
kong and Macau,” and later confirmed to 
Hongkong delegates to the NPC that the 
Hongkong issue would be accorded top 
priority, being handled by Chinese Presi- 
dent Li Xiannian and Premier Zhao 


Ziyang. Other, somewhat vague, assur- 
ances were given to the delegates, includ- 
ing a promise that Hongkong's present 
legal system will remain unchanged. 
Zhao, in his report to the NPC, made a 
welcome return to China's original verbal 
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Howe: new hope for Hongkong. 





formula on Hongkong — that it would re- 
cover sovereignty over Hongkong “at an 
opportune moment and take appropriate 
measures to maintain its prosperity." 
Deng, in a meeting with the Hongkong 
delegates, was equally general. “China 
will not alter its stand on the future of 
Hongkong," he said. Neither made any 
reference to 1997, or defined sovereignty. 

Optimists also point to the fact that Xi, 
in his meeting with the group of 12, omit- 
ted any mention of 1997 or the so-called 
gangren zhigang (self-administration by 
Hongkong people) formula — though the 
latter was written into a Chinese reply to 
questions from visiting Hongkong news- 
men in late May. 

Some analysts maintain that, if both 
sides agreed, Hongkong, even after it offi- 
cially becomes an SAR under Chinese 
sovereignty, could still retain an official 
British presence. What the Chinese 
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leadership must do is to claim for posterity 
that they have recovered sovereignty over 
Hongkong. What Britain needs is China's 
tacit consent to amend the constitutional 
position of Hongkong. Britain has to re- 
place the treaties with some other legal 
form which would allow it to remain re- 
sponsible for the local administration. In 
effect, this would remove the 1997 
psychological barrier to the territory's via- 
bility. 


t may be that, with the sovereignty 

issue behind them, the negotiators will 
find some formula which will clear the way 
for Britain to find — and sell to parliament 
— a fresh legal basis for a continued 
British responsibility (as under the *man- 
agement contract" adumbrated by senior 
Chinese officials last year, but which since 
has apparently fallen into disfavour). It 
may be that Hongkong as an SAR will 
simply fall into the pattern of previous 
British colonies where expatriate officers 
happily continue to serve on a contractual 
basis. 

The main area of uncertainty in the new 
conciliatory mood which now exists re- 
volves round the confidence of investors 
and the local middle class — who do not 
want an arrangement which will allow Pe- 
king any say in how Hongkong conducts 
its business of making money and enjoy- 
ing life. The governor has called for pa- 
tience, trust and fortitude, but it remains 
to be seen whether confidence will hold up 
long enough for both sides to hammer out 
an acceptable solution — which is why 
both sides are not only anxious to reach 
that agreement, but also to come out with 
a statement attesting to their joint confi- 
dence in their joint ability to do so. 

But the main grounds for renewed op- 
timism lie in the fact that both Peking and 
London have ceased allowing questions of 
"face" or national pride to hinder pro- 
gress. Despite the unfortunate juxtaposi- 
tion of Hongkong and the Falklands con- 
flict in the Thatcher-drafted speech by 
Queen Elizabeth opening the newly 
elected British Parliament, in fact the 
prime minister has been persuaded that 
the two issues have little in common. In- 
deed, sources close to her indicate that 
while the Falklands conflict dominated 
her first term in office and enabled her to 
present herself to the electorate as a war 
leader, she is hopeful that a successful 
agreement on Hongkong will, during her 
second term, earn her the title of 
peacemaker. 

For China, the question of national 
pride has already largely been solved by 
her letter. As Xi said to the group of visi- 
tors from Hongkong: "China and Britain 
are friendly countries . . . that is why bilat- 
eral negotiations on this problem will 
benefit both governments and both 
peoples and are honourable to both. The 
solution . . . will bring honour to China 
on the one hand and to Britain on the 
other." 


HONGKONG 


Xi: honour to both sides. 





This year, 
next year 


Following are excerpts from Chinese 
Communist Party politburo member Xi 
Zhongxun's comments to a delegation of 
Hongkong professional and business 
people during a meeting in the Great Hall 
of the People on May 19: 





«The Communist Party of China thinks 
the Cultural Revolution cannot happen 
again. The riots [in Hongkong] in 1967 
were wrong. What was the point? Not 
only does Hongkong not want riots but 
China does not want riots either. Not 
today, not tomorrow. 

I want to talk about the two systems. 
We will not change the capitalist system in 
Hongkong. If itis changed, it would not be 
a special administrative region and Article 
31 of the constitution would be empty 
words. This is not only the thoughts of my 
generation. It won't change simply be- 
cause someone dies. 

China and Britain are friendly coun- 
tries. The solution of this problem will 
bring honour to China on the one hand 
and Britain on the other. If the matter is 
not resolved, what honour would it bring 
the British Government and people? 

The two countries have been in touch 
through the embassies, We are forming 
negotiating terms. The responsibility is 
not China's. They [the British] have not 
treated the issue with the same urgency. 
Until now they have not made any pro- 
posal. They are all wrapped up with the 
issue of sovereignty. Of course, sove- 
reignty is non-negotiable. But we have a 
high regard for Mrs Thatcher. She is sensi- 
ble; as in a game of chess, she made the 
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‘tually very short. We said last year we 
would like to make a proposal within one 
or two years. Could it be this year? Could 


it be next year? The solution has to be 


between two countries. It can- 


mot be resolved unilaterally. I hope you 


will express your opinions to the British 
too and urge them to hurry up with the 
negotiations. Just putting pressure on us 
alone won't get anything. You won't get 


anything out of us. We had hoped we 


E E 


—— could talk in May. We are very anxious. 

—  . We've clearly stated we must maintain 
—. two systems, not only for this generation 
k pe for the next generation as well. It 


benefit Hongkong compatriots. 
. Hongkong has developed over a period. 
ong is an international free port, an 


international trade and financial centre 


and our gate to the outside world. No mat- 


. prosper. Both the money and the people 


will come back. The economic low for 


ong is temporary. Don't worry 
the departure of a few people. If 
have no confidence, they can go. 

can come back later. 


A M will have to be resolved through bilateral 
gu prevestions. I do not purport to answer 


_ concrete questions here. If the negotia- 
tions are unclear and you think the future 


is too uncertain, it is understandable. 


People can have two homes, one in 


È ‘Hongkong and one in a foreign land. Have 
. A look around, and then come back. Go 
and have two homes . 


We guarantee that ‘absolutely nothing 


_ will change in Hongkong. The freedoms, 


^ E. the systems and your way of life will be 








ed. There are lots of freedoms in 
lands. We too have a lot of free- 


doms in China today. Of course absolute 


freedom is not possible. With absolute 
freedom any system will collapse! 

In 1979 when I was in Hongkong . . . I 
said China will not take back the govern- 
ment but Hongkong must have some re- 
forms . . . A lot of benefits go to Britain . 


—.. 35556 of the reserves. I hope you will have 


confidence that Hongkong can only be 
better, not worse. We are very careful on 
the Hongkong issue. We will not do or say 

to harm Hongkong. But some 
things have happened recently in Hong- 


— kong which are not necessarily good, like 


increases in taxes, prices and rents . 
Don't worry. When this generation 


. passes away, the next generation will be 


 wiser. My generation has done a lot of 


stupid things. But we'll correct them. A 
country is like an individual, we develop 
through our mistakes. 

What I have said cannot meet all your 
requirements, but I hope you will adopt a 
cooperative attitude and work hard with 
both sides. Put suggestions to us, also put 
suggestions to Britain so as to resolve the 
Hongkong problem as quickly as possible. 
I urge you to do a favour and help solve 
the Hongkong problem. I trust that there 
will be a mutually satisfactory solution.* 
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Gli mmers of hope 


Asean backs away from its call for a conference 
on Cambodia and explores other avenues 


By Nayan Chanda 


Bangkok: Two years after the United Na- 
tions-sponsored International Confer- 
ence on Kampuchea (ICK), held at 
Asean's initiative, the five member-states 
of the organisation have given up hope of 
bringing Vietnam into such a conference. 
They have instead called on Hanoi to 
"consider the elements contained in the 
declaration of the ICK," and engage in 
"constructive consultations," A UN spe- 
cial envoy left for Hanoi on June 27 carry- 
ing Asean's ideas for a dialogue. 

The call was contained in a joint com- 
munique issued on June 25 at the end of 
the 16th annual meeting of the Asean 
foreign ministers. It has been increasingly 
evident in the various remarks by Asean 
officials and, most recently, in a Thai 
Foreign Ministry statement on a proposal 
for a Vietnamese troop withdrawal from 





Thach: dangling a dialogue. 


the Thai-Cambodian border (REVIEW, 
May 26) that the initials ICK had become 
something of an embarrassment. Asean 
would like Hanoi to see its new move as 
flexibility. 

And in case the message of flexibility is 
missed, Malaysian Foreign Minister Tan 
Sri Ghazali Shafie during a joint Asean 
press conference, made a point of reading 
out the relevant passage of the com- 
munique and added that Asean did not 
ask for a Vietnamese acceptance of the de- 
claration of the ICK. He also pointed out 
that the communique had expressed hope 
for “constructive consultations which 
would prepare the groundwork for an in- 
ternational conference to achieve a com- 
prehensive political settlement. What 
further flexibility do you need?" Ghazali 
asked rhetorically. 

In private, top Asean officials went 


"TI T "v 
7 CE DPA 


T adie -ik + 
- 








"E JAM. 
" CT Sets Pa 
LA d , 
aber M 


AN 








even further to underline their desire to 
move away from the formula of a UN- 
sponsored international conference to set- 
tle the Cambodia problem. Requesting 
that anonymity be maintained, one high 
Asean official told the REVIEW: “The ICK 
has had its use as the coalition has had its 
use to gather and mobilise support [for the 
Asean position on Cambodia] and it still 
has its use . . but I don't see the Cambodia 
problem being solved on the basis of 
ICK." 

He said that a political solution to the 
Cambodia problem was a bargaining pro- 
cess. Private comments by senior Asean 
officials indicate that after four years of 
unsuccessful efforts to bring Vietnam to 
an international negotiating table, Asean 
would now like to try other means to bring 
about a Vietnamese withdrawal from 
Cambodia and the self-determination of 
its people. “We are firm on the principle 
but flexible on the modalities," said one 
official. 


comparison of the Asean joint com- 
munique issued last week with the one 
adopted in Singapore in June last year 
leaves no doubt about the shift. Last year, 
Asean foreign ministers referred to the 
three different UN General Assembly re- 
solutions to call for *immediate and total 
withdrawal of the Vietnamese forces" 
from Cambodia and said that a settlement 
of the problem *could only be found 
through negotiations on the basis of the 
declaration and resolution of the ICK.” 

This year's joint communique does not 
repeat the call for immediate withdrawal, 
nor does it present the ICK as the only 
way. The sole reference to a UN resolu- 
tion is made in connection with the call for 
the return of the Khmer refugees to their 
homeland. 

These omissions in the latest Asean 
joint communique do not mean Asean has 
given up the idea of an international con- 
ference on Cambodia, but that such a con- 
ference is now seen as the culmination 
rather than the beginning of a political 
solution. By reiterating the elements of 
the ICK declaration such as a ceasefire 
and withdrawal^of foreign forces from 
Cambodia and appropriate measures for 
holding free elections under UN supervi- 
sion, Ascan would like to focus on specific 
issues rather than on the demand that 
Hanoi come to an international confer- 
ence. So far Vietnam has rejected various 
UN resolutions as an unjust interference 
in Cambodia's internal affairs and coun- 
tered the call for an international confer- 
ence with the suggestion of a regional con- 
ference. 

Hanoi and its Indochinese allies have 
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Advanced Mellon has what it takes to be the 


tel ° ti best cash management bank in the 

ecommuüuniCaLtiOnS world, with the most sophisticated 

is why. computer and global telecommuni- 
cations systems available. 
We also have the people who can 
adapt them to your individual 
requirements and anticipate your 
future needs. 
Some of the new cash management 
products developed by Mellon— 
and made available to our corre- 
spondent banks—include: 
CONCENTRATION OF FUNDS: The 
first system of this type, designed 
specifically for foreign correspon- 
dent banks. By consolidating idle 
cash, you can take advantage of 
investment opportunities and 
reduce borrowings. We'll even fund 
accounts that fall below target 
balances. 


Mellon Bank 





BALANCE REPORTING: Our auto- 
mated system provides multi-bank 
balance reporting with multi- 
currency capabilities. Most of our 
correspondent bank customers get 
balance reports at the very begin- 
ning of every business day. 


These services are made available 
through Telecash*, Mellon’s time- 
sharing communications system. 
Telecash moves information and 
transactions in seconds. It lets you 
monitor and control your account 
activity and cash positions from 
virtually anywhere in the world. 


If you'd like to know more about 
these and other Mellon cash man- 
agement services, contact any of 
our offices worldwide or write: 
International Cash Management 
Section, Mellon Bank, Mellon 
Square, Pittsburgh, PA 15230. 
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we'll make you feel like you 
never left home. Avis features GM cars. 


offered to hold a dialogue with Asean 
under a different format to discuss ques- 
tions of mutual concern, including Cam- 
bodia and regional security. Such propo- 
sals have been rejected by Asean because 
of the grouping's objection to the partici- 
pation in any such dialogue of the Viet- 
namese-backed Heng Samrin regime and 
because of differences over the agenda. A 
proposal made by Ghazali to Vietnamese 
Foreign Minister Nguyen Co Thach 
during the non-aligned summit in New 
Delhi in March for a dialogue between 
Asean and Indochina, without the pre- 
sence of Samrin, received a favourable re- 
sponse from Hanoi but was shot down by 
other Asean members (REVIEW, Apr. 
14). 

However, Asean seems to be warming 
to the idea of a dialogue in an attempt to 
break the Cambodia deadlock. Reliable 
sources say that during his trip to Manila 
in early June, Thach again raised the idea 
of a dialogue — this time between two 
countries, one representing Asean and 
one Indochina. Following the two-day 
meeting in Bangkok, Asean ministers 
have reportedly agreed to take up the 
offer if Hanoi can give satisfaction on the 
agenda of the discussion. 

Of the Asean Five, Indonesia and 
Malaysia have long been interested in the 
idea of a dialogue. But a major obstacle in 
implementing this has been Thai reluc- 
tance, and, of course, strenuous Chinese 
opposition. The bitterness caused by the 
shooting down of the Ghazali proposal in 
March has since been partly removed by 
Thai Foreign Minister Siddhi Savetsila's 
own proposal for a trip to Hanoi if the 
Vietnamese withdraw their troops 30 kms 
from the Thai-Cambodia border. 

Siddhi made the off-hand proposal dur- 
ing an election campaign in April. Later it 
was taken up officially and amplified by 
the Thai Foreign Ministry, and Siddhi 
himself travelled to all other Asean capi- 
tals seeking support for it. The Asean 
joint communique said that the foreign 
ministers "fully endorsed" the Thai prop- 
osal as “an initial step towards total with- 
drawal and a political settlement." De- 
spite the endorsement, sources said, Thai- 
land was disappointed that Siddhi's prop- 
osal was not made into an Asean proposal. 

During the press conference, Ghazali, 
who is believed to be the least enthusiastic 
about the Thai initiative, made it a point 
to underline the unilateral nature of the 
30-km. proposal. "Let me make it clear," 
he said, "that it is not an Asean common 
stand." Highly placed Asean sources told 
the REVIEW that during a closed-door 
ministerial meeting Ghazali strongly en- 
dorsed the Indonesian view that Asean as 
a group should not be tied up with such a 
proposal. 

Siddhi insists that he will visit Hanoi 
only after the Vietnamese have effected a 
30-km. pull-back of their troops from the 
border. But during his visit to Bangkok 
earlier this month, Thach said that he wel- 
comed Siddhi's visit and was willing to 
consider all proposals but would not ac- 
cept any precondition. In a briefing to 
journalists, Ghazali explained that Sid- 
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dhi's proposal was made during an elec- 
tion campaign and at a time when Thai- 
land faced Vietnamese troop incursions. 
No self-respecting Thai foreign minister 
could have gone to Hanoi, he explained, 
without insisting on such a precondition. 

However, if such a precondition were 
insisted on by Asean, the possibility of a 
dialogue would be severely limited. The 
Asean foreign ministers decided in one of 
their closed-door meetings that if Siddhi 
cannot go, one of them, preferably Singa- 
pore Foreign Minister S. Dhanabalan, 
should go to Hanoi to discuss the proposal 
for a partial Vietnamese withdrawal from 
the Thai border area as part of the broader 
Cambodia situation. 


sked under what conditions an Asean 

minister might visit Hanoi, a senior 
official told the REVIEW: "If Thach says, 
‘We accept the proposal [for a 30-km. pull- 
back] but there are some problems, can 
we talk?' — maybe Dhanabalan or Ghaz- 
ali can go and talk to him. But my feeling is 
that the kind of conditions they [the Viet- 
namese] will impose will be unaccepta- 
ble." Asean sources fear that while Hanoi 





may well agree to withdraw its troops 30 
kms (they do half as much in any case dur- 
ing the rainy season), it may call for a re- 
ciprocal move, insisting perhaps that all 
Khmer refugee and resistance camps be 
withdrawn to a similar distance inside 
Thailand. 

This would leave only the Thai and 
Samrin troops along the border. Alterna- 
tively, the Vietnamese may seek a guaran- 
tee that the resistance would not use the 30 
km.-wide strip of land to launch any at- 
tacks. None of these demands could be 
met by Thailand. But a high level Asean 
source said: “It is possible to say that a 30- 
km. zone will be declared, a zone where 
there will be no combatants or no fighting. 
This does not mean that [the forces of anti- 
Vietnamese coalition prime minister] Son 
Sann or the Khmer Rouge cannot wage 
battles bevond 30 kms." Rafeeuddin 
Ahmed, a special representative of the 
UN secretary-general, who visited Hanoi 
before the Asean foreign ministers’ meet- 
ing to seek Vietnamese views on Cam- 
bodia, returned to Hanoi on June 27 car- 
rying the Asean ideas about a dialogue. 

Asean sources expressed surprise that 
Vietnam had not positively responded to 


they pull back their troops from the bor- 
der in any case,” a source noted, “so why 
not make the little extra effort and give it 
as a concession. For this is an opportunity 
for them to separate Asean and China in à 
constructive way." 

While China has not directly criticised 
the Thai proposal, it is known to have seri- 
ous reservations. A recent Xinhua news- 
agency commentary warned Thailánd and 
Asean against the Vietnamese "tricks" 
and said that Vietnam was “waving a 
bunch of roses only. When you accept 
them, their thorns will prick your hands 
until blood is shown. People must be on 
the alert not to get hurt by these roses." 

While the Vietnamese have much to 
gain diplomatically by drawing Asean into 
a dialogue, what lies behind the new 
Asean call for constructive consultations? 
It is essentially a tactical ploy tinged with a 
small measure of hope that Hanoi may re- 
spond with some flexibility. 

During an interview with the REVIEW, 
Indonesian Foreign Minister Mochtar 
Kusumaatmadja said that he understands 
that Siddhi, because of domestic political 


considerations, cannot afford to go to 
Hanoi without producing some concrete 
results. *But there is another, UN, audi- 
ence. You have to take that into account 
with a view to the vote coming next in the 
eneral assembly . . . it is a waste if, havin 
faken] the first step [the Thai proposal], 
you don't take the second step as Asean. 
Because it will be a good opportunity for 
Asean to do some PR for a change . . ." 

Mochtar also pointed out that Siddhi 
took the initiative at a time when there 
were signs of restiveness on the part of 
Western backers of Asean, such as 
France, Australia and Belgium, as well as 
Romania, about the stalemate in the Cam- 
bodia situation. Siddhi’s proposal thus 
raised expectations. Mochtar said: “Hav- 
ing created an expectation which has a 
positive impact on our backers, one can- 
not let them down by saying that it was a 
thoughtless remark . . . we have to work 
out something. If somebody [else] goes [to 
Hanoi], Thailand can still have the credit 
for having started it.” 

It is, however, not just a public relations 
ploy to show Asean "flexibility," but also 
a desire to explore whether Vietnam has 
softened its stance. During his recent trip 
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the Thai proposal. “During the wetseason | 


z um to Bangkok, Thach told Siddhi that, like 

— Thailand, Vietnam wanted to see an ded 1: 

) E neutral and non-aligned Cam- 
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ia. "Use of this word neutral,” 

- Mochtar said, “could be read as a shift. 

even a significant shift, but does he 
[Thach] mean it?" 

Dhanabalan told the REVIEW that com- 


-munist countries like Cuba made it very 


clear that in the contest between the 
= Capitalist and communist worlds, neutral- 
-ity was immoral. “So for Thach to say that 
Cambodia will be neutral is a significant 
concession unless they have their own de- 
finition of what neutrality is . . . [the Viet- 
- namese] did not respond to Rafeeuddin 
Ahmed who tried to elicit from them what 
ES they meant by it." 


he glimmer of Asean hope about a 
change in the Vietnamese position is 
B aewhat overshadowed by a fear that 
Hanoi may be trying to "Vietnamise" 
Cambodia by settling hundreds of 
thousands of Vietnamese in the country. 
"The Asean joint communique expressed 
serious concern at "the reported demo- 
C changes being imposed by the 
ietnamese occupation forces" in Cam- 
bodia. Quoting a Thai intelligence report, 
- Siddhi told a press conference that a total 
- of 400,000 Vietnamese have so far been 


Bed in Cambodia. Independent obser- 
vers, however, question the number given 


"by the Thais. One Western expert esti- 
- mated that up to 60% of the Vietnamese 


— settled in Cambodia could be former resi- 


dents who were expelled by the Lon Nol 


P and Pol Pot regimes. 


The issue of Vietnamese settlement in 
Cambodia was one over which Australia, 


— one of Asean's dialogue partners, dif- 


fered. The foreign ministers of Japan, 


— — Canada, New Zealand, West Germany 





(representing the European Economic 


- Community), plus United States Secret- 
= ary of State George Shultz, who were 
— present in Bangkok for the post-ministe- 


rial meeting dialogue, gave full support to 
the Asean position. Australia's Foreign 
Minister Bill Hayden expressed doubts 
about the Thai theory and said the Viet- 
namese settlers in question could be 
former Vietnamese residents of Cam- 


— bodia returning to their old places of resi- 


dence. Hayden also expressed doubts 
about the effectiveness of the Asean stra- 
tegy on Cambodia. 

"The way I see it," he said, “time may 
be working in favour of the Vietnamese." 
This view is hotly disputed by. the Asean 
countries. “I do not have a dogmatic view 
on it," Hayden said. “I can only base my 
view on the evidence I see." He also said 
that he did not see “the Vietnamese wilt- 
ing under the pressures which are being 
applied to them — either political, 
economic or military pressures. If there is 
no advance [by the coalition government] 
then there will be increasing lack of con- 
viction about that policy in the view of the 
good part of the rest of the world." 

Asean ministers were not impressed by 
Hayden's arguments. *His problem," an 
Asean official said, “is that Australian in- 
telligence has got it all wrong." 
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The former senator plans to return from the 
United States, but he faces an uncertain future 


By Sheilah Ocampo-Kalfors 


Manila: Two likely scenarios await former 
senator Benigno “Ninoy” Aquino if he 
makes good his resolve to return home 
from the United States in August or early 
September. President Ferdinand Marcos 
could order his arrest and have him de- 
tained in Fort Bonifacio, the military 
camp in suburban Manila where Aquino 
was in solitary confinement for almost 
eight years awaiting trial and retrial on 
charges of murder, subversion and 
firearms possession. Or Marcos could 
place him under house arrest. Another 
possibility, though considered remote, 
would be for the president to order that a 
1977 military court conviction and death 
sentence be carried out. 

The majority of Aquino's political col- 
leagues consider the former senator's 
planned return “idiotic,” but one person 
who welcomes the idea 1s former senator 
Lorenzo Tanada, 84, 
the grand old man of 
the opposition. "If he 
wants to remain in the 
political arena, he 
should come home be- 
cause the people are 
beginning to forget 
him," Tanada said in 
an interview 

In talks with former 
senator and Marcos op- 
ponent Jose Diokno in 
early June, Aquino 
said that if he was going 
to rot, it would be bet- 
ter to do so at home 
rather than abroad. 
After three years of 
self-exile, during which 
he was engaged in aca- 
demic work at Harvard 
University and the Mas- 
sachusetts Institute of 
Technology, the 50-year-old challenger to 
Marcos seems convinced that the time is 
ripe for him to return home. Aquino left 
the Philippines for the US on May 8, 1980, 
for an urgent heart by-pass operation, and 
then opted to stay on in the US. 

In his absence, events moved quickly in 
the Philippines. Martial law was officially 
lifted in January 1981 and, five months 
later, Marcos won a national election, giv- 
ing him another six years in office. In the 
meantime, the political .. opposition 
Aquino had left behind withered away in 
factional differences. The umbrella op- 
position group, United Nationalist and 
Democratic Organisation (Unido), which 
sought to bring together various political 
groups and parties, remained divided and 
weak, 

Aquino talks regularly with Tanada 


about his plans. In the past, said Tanada, 
he has been vague about his intentions to 
return. But in a more recent letter, 
Aquino wrote about his meeting with Im- 
elda Marcos, the president's wife, on May 
21. In their conversations, according to 
Aquino; Mrs Marcos told Aquino that if 
he returned home, he should help the gov- 
ernment unite the people. Aquino replied 
that if he came home, he would work to 
unite the opposition. To this, Mrs Marcos 
told him not to come home if that was his 
objective because the government would 
then have to detain him — to protect him 
from other people who might want to do 
him harm, or even kill him. 

Aquino is not expected to participate in 
the 1984 national elections for members to 
the Batasang Pambansa (National Assem- 
bly), but speculation suggests that he will 
help shore up the opposition's sagging 


Aquino: three years of self-exile. 





image. He has told no one of his plans for 
the 1986 presidential election. Even 
though he has already met the new con- 
stitutional age requirement of 50 for can- 
didacy, there is pre-martial law legislation 
that bars anyone who has been convicted 
of a serious offence from running for pub- 
lic office. It can be argued that Aquino's 
conviction on murder and subversion 
charges is void because, being a civilian, 
he should have been tried in a civil rather 
than a military tribunal. “But who will de- 
cide this issue? The political situation is 
completely under the control of Marcos," 
lamented Tanada. 

Aquino's return will not be strewn with 
roses, particularly if his goal is to revitalise 
the opposition. The case of, Aquilino 
Pimentel, mayor of Cagayan de Oro, who 
is being held on rebellion charges at the re- 





gional command in Cebu City, Central 
Visayas, could be an example of what 
might happen again to Aquino. It is widely 
believed that Pimentel's only crime was 
that he was a popular mayor who or- 
ganised the Pilipino Democratic Party — 
the only opposition party that showed 
signs of having grassroots-support, espe- 
cially in Mindanao. If convicted of the 
charges against him, Pimentel could very 
well be another political dead duck. 

The opposition hopes to find in Aquino 
the charisma it needs to cement its frac- 
tured unity. For Mrs Marcos the talk with 
Aquino was a calculated political gambit. 
If Aquino succeeds in uniting the opposi- 
tion enough to have them participate in 
the forthcoming elections, then Marcos 
would have the satisfaction of being 
elected in a seemingly more legitimate 
exercise than those of the past. 


» Richard Nations writes — from 
Washington: Aquino's decision — an- 
nounced to the Asian subcommittee of the 
United States House of Representatives 
— comes at a time when the recent devalu- 
ation of the peso and extensive austerity 
measures in the Philippines have renewed 
doubts about the stability of Marcos’ rule. 

Aquino said he intends “to defeat Mar- 
cos economically” with a campaign to ag- 
gravate the mounting troubles confront- 
ing the government. “I have told the op- 
position leaders that there is no way we 
can topple Marcos politically since he con- 
trols the [parliamentary] elections” sche- 
duled for next May, he told the REVIEW. 
“But if we want to create maximum dam- 
age, our aim must be to break his economy 
— then we can succeed,” he said. 

Aquino also said he perceives signs that 
the administration of US President 
Ronald Reagan is withdrawing the un- 
equivocal support it has extended to Mar- 
cos until recently. Manila was conspicu- 
ously absent from Reagan’s itinerary for a 
recently announced trip, scheduled for 
November, which will include Indonesia, 
Japan and South Korea. “This is a very 
hopeful sign for the opposition in the 
Philippines,” Aquino said, “and one of 
the clearest indications that this adminis- 
tration is taking a more balanced position" 
on the Philippines. Aquino also noted that 
"lines [of communications] have been 
opened to the opposition leaders" during 
US Secretary of State George Shultz' visit 
to Manila on June 25. 

In a farewell address to the subcommit- 
tee, Aquino affirmed his commitment to 
non-violent political change and rejected 
armed revolution. However, he said that 
the "Philippines is facing an ever-deepen- 
ing crisis" and called upon “all Filipinos 
living abroad to return home to join the 
quest for national unity." 

Some US banks with large stakes in the 
Philippines are nervous about Aquino's 
return, banking sources said. “A campaign 
of mass agitation will reduce the Philip- 
pines to the position of Chile today," one 
source commented. More optimistic ob- 
servers suspect that Marcos may man- 
age to reduce Aquino's return to a non- 
event. 
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Nakasone after victory: looking to the future. 
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The man with the flag 


Nakasone wins further support, and the Japanese electors 
start to revise their view of him as a weathervane 


By Mike Tharp 

Tokyo: The big winner in Japan’s upper 
house election was Prime Minister Yasu- 
hiro Nakasone. Bolstered by the results, 
Nakasone is now well ọn his way to be- 
coming one of Japan's most important 
post-war premiers. It is premature to dis- 
miss entirely challenges to his rule from 
within the ruling Liberal Democratic 
Party (LDP), and the 65-year-old politi- 
cian could still make a false move and 
alienate the public he has painstakingly 
wooed to his corner. But Nakasone now 
seems in a solid position to draw on popu- 
lar support at the ballot box and continue 
to translate his personal philosophy into 
government policy. 

If he succeeds, he will be the first prime 
minister in nearly two decades who has 
done so. Even Kakuei Tanaka, Japan's 
last dynamic political leader, resigned 
under pressure in 1974 before he could 
"remake the Japanese archipelago." Only 
Shigeru Yoshida, who governed from 
1948-54, and Hayato Ikeda, 1960-64, saw 
the central themes of their administrations 
realised. Yoshida implemented a strong 
pro-business, anti-inflation policy which 
spurred Japan's initial. post-war growth. 
Ikeda's 1960 plan to double national in- 
comes within 10 years was achieved in 
seven. 

Nakasone's political intentions are 
more ambitious than those of his pre- 
decessors. He wants to do no less than 
change the Japanese people's minds about 
their own security. Global realities, the 
prime minister believes, no longer allow 
Japan the luxury of keeping its head in the 
diplomatic sand while spreading its 
economic wings worldwide. Until now 


most Japanese have been satisfied with a 
national goal of catching up with Western 
living standards. 

Now that they have done that, there isa 
natural reluctance to diminish their well- 
being by spending more money on arms, 
at least at the expense of social welfare 
and education. And though Japanese gen- 
erally do not like Russians — they do not 
like many foreigners — they clearly do not 
view them as an apocalyptic threat to 
Japan's survival. 

By capitalising on the upper house vote, 
Nakasone hopes to maintain whatever 
momentum he has generated towards 
changing Japanese attitudes on several 
highly sensitive issues. There are signs, 
and this election is but one of them, that 
the public is beginning to accept more of 
Nakasone-ism than anyone, save perhaps 
the prime minister himself, expected six 
months ago. 

Another sign is the rebound the 
Nakasone cabinet has made in public- 
opinion polls, though these are sometimes 
unreliable. Surveys by several Japanese 
news organisations show the percentage 
of Nakasone supporters has risen since 
February and March, while the level of 
opposition support has declined. More Ja- 
panese still oppose Nakasone than sup- 
port him and his cabinet, but it is consi- 
dered unusual for such a reversal to occur. 

If the trend continues, Nakasone will 
sense a growing mandate to move forward 
with his policies more aggressively. Since 
the vehement negative reaction to some of 
his early public statements on defence, 
Nakasone has muted his cold-warrior 
tone. Stressing cancer research, an “infor- 
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an off. But EA in "ihe 
of one long-time foreign observer, 
right man, has good advisers and 
t of reading." Slowly but surely, 
ars.to be impressing his country- 
iuch as he does non-Japanese. 
man who has tried to get rid of 
d ideas and has tried to judge 





elf,” said Deputy 
- Moriyuki Motono. 

*- For years, opponents have attacked 
-< Nakasone as a weathervane, shifting prin- 
.€iples and loyalties for immediate political 
gain. That reputation is justified only on 
rrow grounds. When he first entered 
solitics, running for a lower house seat on 
cket of the former Progressive Party, 
a prefecture native began out- 
he mainstream. In factional terms, 
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order to survive. 
Nakasone has never worn the Yoshida 
~- mantle, donned by most post-war pre- 
miers who have come to politics 
oe ground of the econom bureauc- 
tracy. Moreover, he has never be 








| lower house in Japan's parliament, the 
| results were considered important by 
most political analysts. 
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tax cuts, Nakaso ght 
election something of a referendum on 


his policies and himself. 


|. Only half the 282 seats were 3 at stake in 
the race, which is held every three years. 


It was also the first time the propor- 
tional-representation method was used | 


in a national election. Under the new 
system, 50 candidates sought election in 
a nationwide vote, while candidates 


The electorate could vote for one candi- 


vourite of the zaikai, the big-business es- 
tablishment which customarily funnels 
money into LDP coffers, and mainly to 
those men from the party mainstream. 


Unless he had tilted his allegiance de- | 


pending on political circumstances, it 
seems likely Nakasone would have long 
since lost power. Some years ago, 
Nakasone asked a visiting foreign corres- 


pondent: "Why is my name always pre- 
ceded by the adjective ‘opportunistic’ in 


the foreign press — when everybody in 
this country is exactly like me?” 


strong case can be mite that Naka- 
sone has been the most politically 
consistent prime minister since World 
War Il. He takes the same stands today he 
took 38 years ago. At that time he advo- 
cated an independent defence e 
for Japan and, after it was promulgated, a 
revision of the constitution. These are 
nationalist positions he continues to work 
for now, though in a more restrained way. 
When he first campaigned for public of- 
fice, he rode a white bicycle, with a Japan- 
ese flag fluttering from the handlebars. 
After he was elected, he wore his old naval 
to the 


the 1951 San Francisco peace treaty with 
the United States, regaining its indepen- 


dence, Nakasone always wore a black tie, 


suggesting a funeral air for his occupied 


p nation. 


Even his language has remained consis- 
tent, sometimes to his chagrin. During his 
when“ he described 
Japan as “a big aircraft carrier,” and spoke 
of blockading strategic straits near the 


home islands, it was the old naval officer, 
unreconstructed. "Naval terminology has. 
“stuck with me,” Nakasone conceded in a 
“speech in May. *Ican only refer to the v 


ary I know. [Ichio] Asukata le 


concern that confusion over the new sys- 












total of four seats. 






ction, "there was 





tem would result in many invalid votes. 
. The LDP won a total of 68 seats, 19 in 
national constituencies and 49 in locals. 
The election was a particular setback for 
the Japan Socialist Party which won 22 


| seats, but saw its total strength in the 
- upper house decrease to 44 from the 48 it 


won three years ago. Other Japanese op- 
position parties maintained their pre- 
umber of seats or recorded 
only slight shifts in support. 

But voters lacked a realistic alterna- 
tive to the LDP. Opposition parties have 
been splintered for three years, and not 
many Japanese have much confidence in - 





^ them. One indication of their disen- 


chantment was the first-time prolifera- 
tion of tiny parties representing those 
dissatisfied with the major parties’ posi- 


| tion on welfare, taxes and economic per- 
from 76 local electoral districts also ran. | 


forinance. Those minor parties won a 
| —MIKE THARP 


of the Japan Socialist Party] seems to have 
the same trait. When the party secretary- 
general died, Asukata said he was a war 
hero. This stems from the era you were 
born in.” 

(Lately, Nakasone has also used 
baseball terminology. On several occa- 
sions, he has compared himself to a 
baseball pitcher, the man who throws the 
ball at the catcher, a job that requires 
stealth, speed, accuracy and. experience. | 
Since his election as prime minister last 
November, Nakasone has been living in a 
house owned by former Yomiuri Giants 
star Shigeo Nagashima. ) m 

Ro Watanabe, a veteran lower house 
member of the Democratic Socialist 
Party, observes that if a Japanese politi- 





cian “is very, very strong on his own con- 
- victions, he can get loyalty, but if he says 


this and does that, zigzagging, Japanese 
citizens regard this kind of politician with- 
out faith." Nakasone obviously has been 
regarded this way because of his fa 





| politicking. But there is now a ‘tendency to 


give Nakasone the benefit of. the doubt on 


| the courage of his convictions. 


The jury is still out, however, and 
doubts linger. “Since Yoshida, our con- 
servative political parties have-had a pre- 
scribed rhythm, which could be compared 
to a conservative waltz," says Naohiko 


. Okubo, a lower house member and chair- 


man of the Komeito (the clean govern- 
ment party) steering committee. “But Mr 
Nakasone seems to be dancing rock and 
roll — we really don’t know what his posi- 
tion is or where he is going.” 

Nakasone does know his position and 
where he is going. If he is able to enlist 
continued support from his countrymen, 


_Japanese politics and:policies.will be sub- 






stantially different when Nakasone finally ; 
nfurls his flag from the bit cycle handle- — 
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From Bavaria to Bremen it is well known that You need not go out of your way either to ensure 
ScanDutch goes out of its way to show you. we your goods arrive in Germany on time and in 


care. So, for Germany's precision products, we good order. Send them 
provide punctual sailings, on-time deliveries and care of ScanDutch. ScanDutch 
meticulous cargo handling to the Far East. IST CLASS CONTAINER TRANSPORT 
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«ir Richard Attenborough's film 
- — we Gandhi has revived interest not only in 
- the life and philosophy of the Mahatma, 
but also in the struggle for the Subconti- 
nents independence. The long list of 
— awards and accolades won by the movie 
— has failed to impress, among others, most 
_ Pakistanis who consider the multi-million- 
dollar production historically inaccurate. 
— Attenborough's portrayal of Pakistan's 
- founder, Mohammed Ali Jinnah, has par- 
ticularly offended national sensitivities in 
Pakistan. It is unlikely that the film will 
- ever be released for general exhibition in a 
country whose birth was perhaps the most 
_ important issue in Gandhi's later life. 
~ Apologists for Gandhi's producer/direc- 
tor can easily dismiss the reaction in Pakis- 
tan and elsewhere by saying that there is 
- only so much that can be done in one film. 
_ Undoubtedly, there are several limita- 
- tions in trying to compress a great man's 
- life into a three-hour commercial movie. 
Condensation and simplification of histor- 
- ical developments are quite acceptable, but 
— there is no justification for belittling per- 
— sonalities and belying facts. 
— Attenborough's Gandhi is not the first 
- time that a glossy account of Indian inde- 
- pendence has portrayed Gandhi as the 
lero and Jinnah as the villain. The best- 
_ Seller Freedom at Midnight also uses a 
similar approach. Film makers and 
_novelisfs assume that a villain is essential 
- to cast the hero in a better light, but this is 
pot necessarily true. Gandhi's achieve- 
-— ments are universally acknowledged and 
need no contrasts to bring out his great- 
= ness. Misrepresentation of Jinnah, how- 
— ever, leads the less-history-conscious 
— Viewer or reader to misunderstand the In- 
- dian drama and indirectly contributes to 
the strengthening of biases which have 
caused much turmoil in the Subcontinent. 

Gandhi and Jinnah were both great per- 
- sonalities and each made his contribution 

to the freedom struggle. While Gandhi's 
philosophical bent gained him interna- 
- tional following, Jinnah remained leader 
— of the nation he awakened. Although as 
— the founder of a nation Jinnah is no less 
important in world history than Mazzini or 
Garibaldi, he is often seen as a sectarian 
leader. Every time the subject of Indian 
independence is discussed, Jinnah's “cold 
cynicism" is used as a means to question 
the rationale for Pakistan. The Muslim na- 
tion is seen, not as the result of objective 
socio-political realities, but as the out- 
— come of the “stubbornness of an old 
— man." India's romance and Gandhi's uni- 
versality win instant supporters while 
Pakistan and Jinnah are not easily ap- 
preciated. 

Given the world's ignorance about Jin- 
nah, it is sad that popular accounts of Gan- 
dhi's life should distort facts to spoil his 
image further. The film Gandhi insinuates 
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that Jinnah was opposed to the Mahatma 
— not for any difference over principle, 
but because he resented being deprived of 
the limelight. Soon after Gandhi returns 
to India from South Africa in the film, Jin- 
nah is seen telling Jawaharlal Nehru and 
Sardar Patel "Invite him Mss. — let 
him say his piece about South Africa — 
and then let him slip into oblivion." 

In reality, Gandhi and Jinnah respected 
each other as men even at the height of 
tensions during partition. Jinnah re- 
mained a member of the Congress party 
and an associate of Gandhi well into the 
1930s. He was a relatively late convert to 
the concept of a separate homeland for 
Muslims, the idea having been initiated by 
poet and philosopher Muhammad Iqbal, 
in a speech in 1930. At the time when the 
film alleges Jinnah made his cynical re- 
mark, the two leaders were friends and 
political allies. Jinnah, in fact, was presi- 
dent of the first public reception accorded 
to Gandhi on his arrival in Bombay from 
the Cape colony. Gandhi proposed Jinnah 
for the presidentship of the Bombay Pro- 
vincial Conference held at 
Ahmedabad in October 
1916, in à speech full of 
praise for the Muslim 
leader. Slurs on Jinnah do 
not end with the remark 
about letting the Mahatma 
slip into oblivion. Later on 
during the film, we find 
Ben Kingsley as Gandhi 
telling an - American 
photographer while in- 
terned at the Aga Khan’s 
Palace during World War 
II: “Jinnah is cooperating 
with the British.“ Still 
later Jinnah is shown to 
say: “I don’t give a damn 
for the independence of India! I am con- 
cerned about the slavery of Muslims.” 
Then comes the fiction of Gandhi's offer 
of prime ministership of a united India to 
Jinnah, in which the latter appears 
momentarily interested, but then says: 
“The choice is yours. Pakistan or civil 
war." 


or anyone even mildly familiar with 

Jinnah — the real man — his characteri- 
sation in the film is nothing short of libel- 
lous. Jinnah supported Indian home rule 
and independence even before Gandhi re- 
turned to his motherland. As late as 1944, 
Gandhi said: *I myself feel firmly that Mr 
Jinnah does not block the way, but the 
British Government do not want a just set- 
tlement of the Indian claims for indepen- 
dence, which is overdue." In better 
times, on May 29, 1924, Gandhi wrote: “I 
agree with Mr Jinnah that Hindu-Muslim 
unity means Swaraj [freedom]." Several 
English journalists remarked at the time 





about Jinnah's commitment to indepen- 
dence and his opposition to British rule 
despite his overtly Anglicised ways. 

The demand for Pakistan came much 
later in Jinnah's political career and he led 
a movement that already existed. His sup- 
port for a Muslim state followed the estab- 
lishment of Congress-led governments in 
most Indian provinces under constitu- 
tional arrangements introduced in 1936. 
Most of these governments were domi- 
nated by sectarian and communal leaders, 
and their rule was marred by what were 
considered to be anti-Muslim policies. Jin- 
nah assigned an associate to document 
these alleged atrocities and divisive 
policies and engaged in prolonged corres- 
pondence with Gandhi on the subject of 
minorities. He supported the idea of a 
Muslim state specifically for the first time 
in a letter to Iqbal in 1937, and the Muslim 
League adopted it as its demand in 1940. 

Much of the lack of enthusiasm for Jin- 
nah among foreigners (including, proba- 
bly, Attenborough) stems from the im- 
pression that he was a “spoiler”: India, the 
great Subcontinent with a magnificent his- 
tory, would have become a great indepen- 
dent country were it not for Jinnah’s intran- 
sigence. Jinnah caused the partition and 
division of a united India. 

In holding Jinnah re- 
sponsible for partitioning 
Mother India, it is conve- 
niently forgotten that divi- 
sion rather than unity was 
the natural condition for 
the Subcontinent before 
the advent of the British. 
India was a geographical 
expression in the pre- 
British days and no ruler 
of northern India, for 
example, penetrated the 
region south of the Dec- 
can plateau. Much of what 
is now Pakistan was not 
even part of India — the 
geographical unit. The British unified 
India and created an administrative en- 
tity which did not necessarily conform 
to national realities. At one time, Burma 
was included in British India, to be sepa- 
rated later. In short, there was no sacro- 
sanct Indian national entity which Jinnah 
can be accused of dividing and partition- 
ing. 

Gandhi and other leaders of the Indian 
National Congress forged a new Indian 
nation during the freedom struggle. Jin- 
nah and the Muslim League organised 
another nation, albeit on religious 
grounds, and led it to separate indepen- 
dence. Pakistan, in turn, has undergone 
partition, and the creators of an indepen- 
dent Bangladesh cannot be condemned as 
dividers of a unified nation cither. Nations 
are born through shared sentiments and 
Muslims of the Subcontinent shared such 
sentiments, until Bengali ' nationalism 
took over in one part of the new country 
from Pakistani nationalism. Jinnah should 
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be recognised as the father of Pakistani 
nationalism rather than as a detractor of 
Indian national feeling. 

Jinnah is the principal but not the only 
victim of the producers of Gandhi. Apart 
from the important figures not shown in 
the film (Subhas Chandra Bose, the milit- 
ant Indian nationalist, and Dr B. R. Am- 
bedkar, the Harijan leader), injustice has 
been done to Abul Kalam Azad, indepen- 
dent India's first education minister and 
the most important Muslim figure in the 
Congress. Althóugh equal in stature to 
Nehru and Patel, Azad is shown as à less 
significant figure among Gandhi's follow- 
ers. Bengali leader Hussain Shaheed 
Suhrawardy is labelled a secondary villain 
when he is accused of causing the Hindu- 
Muslim riots at the time of partition, 
though his role in reducing their intensity 
is recorded in history. 


eene film was heavily financ- 
ed by the Indian Government. The 
script was reviewed and approved at the 
highest government level in New Delhi. 
While no one can deny governments the 
right to help in the production of politi- 
cally inspired films, their role should be 
known and explained to the public. Most 
reviewers of the Attenborough produc- 
tion seem to gloss over the Indian Govern- 
ment's investment. 

Gandhi raises the question: what are 
the limits of licence that producers of his- 
toric films enjoy? There can be several 
answers, but in my view the most impor- 
tant limit is that they should not distort 
facts and libel personalities. Film is an im- 
portant medium and its impact is enorm- 
ous. A distorted version of history, shown 
on celluloid, has much more impact than 
revised textbooks. As Gandhi continues 
its award-winning spree and its success at 
the box office, it is important to warn its 
viewers that it may be a good film but it is 
not historically accurate. Apart from sen- 
sitive and possibly malicious aspects cited 
in this column, there are several other in- 
accuracies in the Attenborough film. 

At a time when Pakistan and India are 
trying to normalise relations, both nations 
should learn to accept the greatness of 
their founder-leaders. On the day Indians 
can appreciate Jinnah and Pakistanis can 
understand Gandhi, the two countries will 
be able to proceed along the course of 
friendly relations. Outsiders, meanwhile, 
will do well to abstain from projecting the 
two men as enemies instead of as princi- 
pled political adversaries which they were. 
The Pakistani sentiment on Gandhi is 
summed up in the comment by Pakistan’s 
Law Minister, Sharifuddin Pirzada, who 
at one time was Quaid-i-Azam Jinnah's 
personal secretary. Pirzada says: “The 
US$22 million film shows Gandhi as a 
superman. As to Jinnah, the screen-script 
is replete with distortions and is full of fic- 
titious and false versions . . . The film may 
be fabulous but it is factional. It may re- 
ceive Oscars but it will leave scars.” 
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BUSINESS CENTER { 
BY 900AM. 


Our elevators deliver you-right into the heart 
of Central. And if you are doing business in Hong Kong, 
that’s where you want to be. 


Not checking your watch as the ferry leisurely 
crosses the harbour, or seeing your schedule slip 
away in peak hour traffic. 


We are in the best location for business. 


We know what you are after. Convenience. Location. 
Service. Efficiency. Facilities to operate more 
effectively away from home. Secretarial services. 
Telex. Meeting rooms. Convention centres. 


And some of the finest restaurants and meeting places 
in Hong Kong, for the other side of business. 


The most demanding business travellers 
stay with us. 
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Ghazali under a cloud 





The foreign minister faces an uncertain political 
future following an inquest into his aircraft's crash 


By K. Das 


Kuala Lumpur: Will a former minister of 
the crown hang? Will a current minister be 
charged with manslaughter and forced to 
resign? Such questions may sound like the 
stuff of fiction, but they are very much real 
issues in Malaysia after two of the most 
sensational court hearings to be held in re- 
cent years. Datuk Mokhtar Hashim, 
former minister of culture, youth and 
sports, is on death row in Pudu prison, 
awaiting the results of his appeal against a 
conviction and death sentence for murder. 
His trial, held at the Malaysian Federal 
Court in Kuala Lumpur, lasted 75 days. 

Fifty miles north of the Malaysian capi- 
tal, Foreign Minister Tan Sri Ghazali 
Shafie was told at an inquest that his negli- 
gence was responsible for the death of two 
companions in a light aircraft which 
crashed in cloudy weather in January last 
year. Ghazali survived the crash, but it re- 
mains to be seen how much political harm 
he will suffer as a result. 

Before leaving for the annual meeting 
of Asean foreign ministers in Bangkok, 
Ghazali said he was applying to the High 
Court for the verdict against him to be re- 
vised. But senior lawyers told the REVIEW 
that Ghazali’s application would not 
necessarily prevent the public prosecutor 


nhying charges of criminal negligence 
| seams him. Bi charges carry a possible 
Iternatively fines, which 
T fl disqualdy im from holding a par- 
rente Seat /and also a cabinet post. 
Whether or Jð e is prosecuted depends 
eneral Tan Sri Abu 
an, who will make his 
decision based on the proceedings 
at the inquest. 

In those proceedings, a magis- 
trate, Abdullah Sidek, said the cause 
of the crash was an error of judgment 
on the part of the pilots — Ghazali 
and co-pilot Verghese Chacko, who 
died in the crash. However, while 
indicating that Chacko took part of 
the blame, Abdullah made it clear 
that the "pilot in command, Tan Sri 
Ghazali, was directly responsible." 

The verdict of death due to accident 
came after Ghazali's lawyer, Datin Saras- 
wathy Devi, had questioned the compe- 
tence of the court to investigate the cause 
of the crash. In a petition on June 20, she 
claimed that under section 328 of the Cri- 
minal Procedure Code, under which the 
inquest was being held, the 74-page acci- 
dent investigation report made by the 
chief inspector of aircraft accidents, Brig.- 
Gen. Moar Saman, was inadmissible be- 
cause he had not signed it. She also ques- 
tioned the right of the magistrate to con- 
duct the inquest into the crash, saying any 
investigation should be carried out by à 
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special commissioner appointed by the 
chief justice. 

This petition was dramatic enough in it- 
self, but the lawyer then caused a fresh 
sensation by abruptly withdrawing it. Her 
actions in the case have prompted some 
sceptical comment among lawyers, who 
say that some of her arguments have been 
tenuous. But they also note that she has 
just returned from a visit to London, and it 
may be that she has taken advice from a 
more experienced counsel. 

The inquest itself was unique: while 
there have been some 25 aircraft accidents 
in Malaysia since 1975, causing the death 
of nearly 200 people, no inquest has ever 
been held into the deaths. Under the law, 























inquests are not manda- 
tory unless there arc un- 
usual or suspicious cir- 
cumstances, There was 
not even an inquest after 
the crash of a Malaysian 
wwsmasme we Airline System aircraft 
in December 1977 — in which à hijacker is 
believed to have shot the pilot and 100 
people were killed. 


Or senior minister told the REVIEW 
that the Ghazali crash inquest was 
held because “this is a new government 
and this is the new style.” There have been 
other unusual aspects to the Ghazali case. 
For example, the press has been notably 
unsympathetic towards the foreign minis- 
ter, treating him more severely than 
Mokhtar, the man convicted of murder. 
The New Straits Times, Malaysia's largest 
English-language daily, implied clearly in 
its coverage of the inquest that Ghazali 





was personally responsible for the crash. 

Other newspapers have also been harsh 
towards Ghazali, giving prominence to 
evidence that the minister may have been 
at the controls until the last few seconds 
before the crash, contradicting his own 
testimony that he handed the aircraft over 
to co-pilot Chacko a full five minutes be- 
fore the aircraft hit a hillside. Ghazali him- 
self expressed his puzzlement and dismay 
at what he described as "a trial by the 
media when I am not even on trial," and 
hinted that a vendetta was being con- 
ducted against him. 

The government has in the past been 
slow to take action against troublesome 
ministers, preferring to ease them out of 
office quietly rather than remove them in 
a way that might indicate a lack of solidar- 
ity. When in the early 1960s the then edu- 
cation minister, Rahman Talib, sued an 
opposition MP and lost, he was posted to 
Egypt: as ambassador. Other ministers 
have.chosen to resign rather than confront 
the prime minister. Shortly after the then 
Selangor chief minister, Datuk Harun 


Idris, declined a posting to New York in 
1975, he was charged with corruption and 


okhtar: the stuff of fiction. 


eventually jailed. (He has since been par- 
doned. ) 

Ghazali, whose abrasive manner has 
never endeared him to his cabinet col- 
leagues, clearly faces difficult times 
ahead. His relations with Prime Minister 
Datuk Seri Mahathir Mohamad and De- 
puty Prime Minister Datuk Musa Hitam 
are, at best, correct. At 61 Ghazali is the 
oldest member of the cabinet, and while 
his usefulness as foreign. minister would 
not be denied even by his worst enemies, 
his political future looks bleak. 

Because the Malay style in dealing with 
such matters is often slow, nothing is likely 
to happen for the time being. But accord- 
ing to legal experts, if Ghazali goes ahead 
with his attempt to have the inquest's find- 
ings revised, the result may do him more 
harm than good: it could lead to further in- 
vestigation into the exact nature of the 
negligence which has been attributed to 
him. 
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C-Eenergy technology at work around the world. 


including a listing of our offices 
around the world, write: 
Combustion Engineering, Inc., 
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Stamford, CT, USA 06904. 
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National Westminster. The Action Bank. 


Inthe biggest international banking 
centre it towers above the rest. 


ational Westminster's network of 
3.200 branches is larger than that 
of any other bank in Britain. 

So perhaps it's not surprising that 
we also rank among the biggest banks 
in the world. 

There's only one way a bank can 
grow like that. By providing customers 
with an unparalleled wealth of know-how 
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Enjoy the privacy of a living room. 
ALITALIA BUSINESS CLASS. 





To other airlines, it's first class. To Alitalia, it's our spacious Business Class - up front in our 
new 747’'s, Other airlines seat you six across in Business Class. Or even eight On Alitalia, 
we seat you four across. Two wide seats on one side of the plane, and two on the other. 
With a huge aisle in between. So there's plenty of room to stand in, walk in or just 
stretch your legs in. You'll need it after we wine and dine you. It's a flying feast starting 
with cocktails and hors d'oeuvres, continuing through a superb Italian meal. And there's 
equally superb shopping from the Alitalia Boutique, featuring the best of Italian fashion: 
BUSINESS CLASS ALITALIA Battistoni, Ferragamo, Gianni Versace, Trussardi, Valentino and more at unbeatable 
- os prices. But you don't have to wait until you're on board to experience our Business Class. 


It starts with a separate check-in where you can select your favorite seats. And an exclusive m = 
lounge at many airports around the world. So, next time you tly, make sure you fly Alitalia vA 1 1 ta i lad 
Business Class. Because at Alitalia, more than any other airlines, Business comes first. 4 
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India's reprocessing of the spei fuel into 
pure plutonium. India, however, disputes 
Washington's right to veto any Indian de- 





not yet begun any reprocessing. 


4 present one reactor at Tarapur has 
been shut down and the other is ope- 
‘rating at less than 50%. capacity, well- 
| placed sources said. One of the problems 
in obtaining spare parts, NRC sources 










| Said, is that the two American-made Gen- 
ate Department had initially te- 
nded that the administration of- 
nt Ronald Reaganexport the reac- | 


eral Electric reactors date from the early 


outside the US. There are only three other 


such plants outside the US where the 


spares might be obtained. Japan, State 


Department officials told the REVIEW, 


has turned down a US request that it sup- 
ply the spares to India. The US also has 
been trying to persuade Italy and West 
Germany to supply the parts. Both coun- 
tries have General Electric reactors, but 





By Mohan Ram 





tinue to remain insulated from political 
| pressure if promotions are based on 
| Criteria other than seniority? That ques- 
tion has come to the fore in India as a re- 
sult of suggestions that political considera- 
tions played a part in the choice of Lieut- 
Gen. A. S. Vaidya as India’s new army 
chief of staff. ~ 
Late in May, Vaidya. leapfrogged over 
the. vice-chief of the army staff, Lieut- 
Gen. S. L. Sinha, to become the next chief 
| of staff of the army. Sinha, who resigned 
in silent protest against the appointment, 
had been brought to army headquarters 
barely five months earlier in what was 
. widely believed to be the prelude to his 
takeover as the next army chief, following 
the retirement of Gen. K. V. Krishna Rao 
in August. By tradition the post has gone 
to the senior man from among the coun- 
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Reagan administration is prepared to pur- 
sue another option — waiving restrictions 
and providing the parts itself. Legally, 
there are two ways the administration 
The president could 
strictions and, un- 
‘ode the presidént 






simply waive NNP/ 


days to override the president. But the US 
Supreme Court, ina landmark decision on 
June 23, rolling back’ congressional au- 
thority in a numb as and restoring 
the pre-Vietnam rial. presidency,” 

put the authority“ ck in the White 
House. Under the new ruling, even if con- 
gress voted by a two-thirds majority to 












override a presidential waiver, the presi- 


dent could legally veto the congressional 
move. | 
"The Reagan administration has delayed 


|- approval of the spares to India in part be- 


cause the section of the NNPA it wants to: 


invoke would require it to inform congress 


about classified information regarding 


| India's Rajasthan desert test site, where 


New Delhi exploded what it called. a 
"peaceful nuclear device" in 1974. Section - 


. 129 requires the US to cut off nuclear ex- 





As a result, Sinha's promotion ` was 
widely regarded as a foregone conclusion. 
But then Prime Minister Indira Gandhi 
suddenly ordered Vaidya’s appointment, 
much to the dismay of senior officers. Al- 
though the media also criticised the move, 
there is a precedent. A vice-chief was 
passed over in favour of Lieut-Gen. N. C. 
Tapeshwar Raina before the June 1975 
Emergency. But at that time there was no 
controversy because the move was consi- 
dered to have been taken for technical , 
reasons, and the vice-chief maintained his 
No. 2 position. 

The government justifies the appoint- 
ment by pony but that Vaidya, who 


more combat experience than Sinha. But 
seniority alone; not combat experierice, 
has in the past been the criterion for pro- 
motion to this position. Many highly deco- 


rated generals have had to retire before - 
«making it to the top of the military hier- 
archy because they could not be ponen 


their seniors 











PU Urgent request for spare parts. 


ports to nations which the president finds 
are "engaged in activities involving source 
[equipment relating to manufacture or ac- 
quisition of nuclear. devices} or special nu- 
clear material and having direct signifi- 
cance for the manufacture or acquisition 
of nuclear explosive devices." 

Reliable sources say that the US has evi- 
dence that India hassunk additional shafts 
at its Rajasthan desert site. Although 
these sources, as well as others at the State 
Department, say it is unlikely that India is 
preparing to stage a second underground 
nuclear test, the additional shafts raise 
such a possibility. Well-placed sources 
confirmed the existence of a State Depart- 
ment document recommending waiving 
Section 129, which mentions the addi- 
tional shafts at the Rajasthan site. US offi- 


The media have suggested that Vaidya 
was chosen because" he holds pro-estab- 
lishment views on political issues and is 
therefore acceptable to Mrs Gandhi's rul- 
ing Congress party. Earlier this year, Vai- 
dya departed from military custom to 
speak publicly on the volatile situation in 
communist-ruled Tripura state, where 
elections were about to take place, and on 
law and order in the country as a whole. 
His conduct was assailed in parliament hy 


opposition parties, which accused him of 


making patently political statements de- 
signed to help Mrs Gandhi's party. 


|: contrast, Sinha is not known for his 
pro-establishment stance. Sometimes 
described as the army's best staff officer 
and as its best "scholar-soldier," he has 
advocated a restructuring of India's higher 
defence organisations. In a monograph on 
the subject, Sinha reached a conclusion 
which the civilian bureaucracy was not 
likely to accept: that the army was now 
controlled solely by civilian officials of the 
defence and finance ministries, but that 
professional army officers and civilian 
bureaucrats should have an equal say in 
the new set-up which he was proposing. 
The monograph may have triggered lob- 
bying by civilian bureaucrats against 
Sinha's promotion. 

Although he was advised by the govern- 
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cials would neither confirm nor deny alle- 
gations about the test site, which recently 
appeared in The Washington Post. Previ? 
ously, when the administration of former 
president Jimmy Carter decided to over- 
rule the NRC in 1980 and export nuclear 
fuel to India, it waived the entire NNPA, 
not just a section dealing with a particular 
concern. 

Apart from a presidential waiver, which 
could cause a major rift with congress, the 
only way of obtaining the spares for 
Tarapur, unless Italy or West Germany 
consents to provide them, would be for 
congress to pass special legislation waiving 
restrictions On spare-parts supply to 
Tarapur. But with congress already scepti- 
cal about Reagan's non-proliferation po- 
licy, such an option is highly unlikely. 


ment to dispel publicly any “misunder- 
standing” which might have arisen from 
the monograph, Sinha was non-committal 
in the only media interview he gave on the 
subject. He told a.newsagency reporter 
that as a soldier he was bound to accept 
the government’s decision and not to 
question it. 

But that did not end the controversy. By 
convention — even before India won in- 
dependence from Britain in 1947 — the 
army, built on the Sandhurst tradition, has 
been immune to politics. After 1947, the 
army became a major factor in the coun- 
try's stability because it kept itself free 
from the ethnic, linguistic, religious and 
political divisions that fragmented the 
country’s other institutions. 

The army has preserved its image as a 
professional force, functioning outside the 
pale of politics — though it submits to po- 
litical authority as required by the con- 
stitution; India’s president doubles as the 
titular supreme commander of the armed 
The army has always maintained 
that its role should be to defend the coun- 
try, and it has not liked its domestic peace- 
keeping role. Although India has de- 
veloped sophisticated paramilitary forces 
to assist the police in such activities, the 
political leadership has nevertheless fre- 
quently called on the army for help in this 
area. 
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By Rodney Tasker 


Rangoon: Officially, Burma is a socialist 
Epuntry, a people's democracy. It is a one- 
arty state in which the Burma Socialist 
rogramme Party (BSPP) controls the 
government, and the government controls 
the armed forces. That is the theory. In 
fact, the army controls everything. 
Since Gen. Ne Win seized power in a 
bloodless coup in 1962, Burma has been 
run by a military dictatorship. The army is 


aS supreme now as it was in the days fol- 


lowing the coup when it ousted the civilian 
U Nu administration. The government at 
that time was accused of being too soft in 
its handling of the various ethnic-based 
and communist insurgencies which had 
lagued the country since independence 
in 1948. Yet the insurgencies remain, and 
so does the political power of the army. 
In an authoritarian, one-party state any 
divisions which emerge tend to involve 
military factions. This is particularly true 
of Burma, given the army's overwhelming 
control of the organs of state. Although 
the power apparatus in Rangoon has all 
the socialist trappings, with a 15-man 
politburo, central committee, council of 
state, council of ministers and so forth, in 
reality the corridors of power are the ex- 
clusive domain of either serving or retired 
military officers. In the council of state, 
for instance, there is only one known civi- 
lian — Maung Maung, a former lawyer. 
Under Ne Win's tough leadership the 
army has thrown up contenders for power 
from time to time, but all have been cut 
down. The first was Gen. Aung Gyi, 
former army chief of staff, who was dis- 
missed in 1963. His mistake was to make a 
statement while on a trip to Japan saying 
that Burma's military government would 
eventually make way for a civilian admin- 
istration — a statement which Ne Win had 
not authorised. 
Next was Brig.-Gen. Tin Pe, former 
minister of cooperatives, who made an in- 
voluntary exit in 1970. And in 1976 Gen. 


The toppling of Tin Oo leaves a qaod. 
QUE n Um nk o TYE Vn S COR NNNM 


Tin U, former army chief of staff and de- 
fence minister, a man who was already 
being chopped down from his powerful 
perch, was given the coup de grace when 
he was implicated in a plot to assassinate 
Ne Win and other leaders, and was jailed. 

Now, Rangoon has been jolted by news 
of the political demise of the most recent 
purported contender for power: Brig.- 
Gen. Tin Oo. In many ways, the current 
drama in Ne Win's byzantine court is 
perhaps the juiciest of them all, and 
though Tin Oo is now considered by al- 
most all political observers and diplomats 
to be a political non-person, some feel that 
the final act has yet to be played out. 

In a way typical of the current military 
regime, the first word that Tin Oo was in 
trouble came in a terse paragraph in the 
official press on May 18 (REVIEW, June 
2). It was announced that he was resigning 
from the Pyithu Hluttaw (People's As- 
sembly). Next to this announcement was à 
similar statement about Bo Ni, the home 
and religious affairs minister and former 
head of the National Intelligence Bureau 
(NIB), a longtime associate of Tin Oo. 
One month later, the newspapers carried 
another brief statement announcing Bo 
Ni's dismissal as minister and stating that 
he and Thein Aung had been "permitted 
to resign" from the People's Assembly. 


hein Aung was No. 2 in the NIB, anda 
close associate of both Bo Ni and Tin 
Oo, though he was reported to have been 
inactive in the NIB for the past two years. 
It has been announced that an extra- 
ordinary meeting of the People's Assem- 
bly will be held in late July, when both Tin 
Oo and Bo Ni are to be formally stripped 
of their government and party positions. 
Tin Oo, 55, was head of the Military In- 
telligence Service (MIS), and since 1981 
was ranked No. 3 in the BSPP with the 
position of joint general secretary. More 
significantly, he has been close to Ne Win 








ii} D? 
since the early 1950s, when as an army 
captain he was aide-de-camp to the gen- 
eral. He has always been an intelligence 
man, formerly heading the NIB. He has 
been Ne Win’s eyes and ears, his protector 


and, until recently, was dubbed his 
“adopted son” ahd heir-apparent. 

What went wrong? The explanation 
being put around in official circles is that 
Tin Oo failed to move against Bo Ni after 
it was discovered that the minister's wife 
had been involved in an alleged corrup- 
tion scandal. The corruption charges 
arose from a trip to Britain in January by 
Bo Ni's wife and the wife of a gold-dealer, 
Mu Tu. Bo Ni's wife made the trip to re- 
ceive medical treatment. When thentwo 
women returned to Rangoon, the gold- 
dealer's wife brought a large quantity of 
consumer goods — around 3.5 tonnes in 
weight, according to one rumour — which 
was passed by customs, even though im- 
ports of such consumer goods into Burma 
are banned. 

The incident was eventually reported to 
army chief of staff Defence Minister and 
Deputy Prime Minister Kyaw Htin who, 
according to reports, told Ne Win. When 
the case was made known to others in the 
party leadership, Tin Oo was reportedly 
the only man to defend Bo Ni on the 
grounds that a man should not be held ac- 
countable for his wife's actions. 

Then in March came another event 
which pundits say drove another nail into 
Tin Oo's coffin: the wedding of Tin Oo's 
son, in Rangoon. The wedding and recep- 
tion were lavish affairs, with 1,500 guests, 
champagne flowing, and a large number 
of very valuable gifts for the wedding 
couple. The newly married couple flew to 
neighbouring Bangkok on their honey- 
moon, and from there to Singapore and 
reportedly Tokyo. 

By Rangoon's austere standards, the 
wedding was an obscene display of wealth 
and many Burmese were sincerely of- 
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fended. But whether this, combined with 
the corruption charge, was enough to 
sway Ne Win against Tin Oo and Bo Ni is 
open to question. Corruption is rampant 
in Burma, and in political terms a charge 
that a leader is corrupt is unlikely to stick 
unless it is to be used as an excuse to top- 
ple him. 

In any case, the corruption scandal in- 
volving Bo Ni and Tin Oo's son's wedding 
are being used as the weapons to purge the 
two powerful figures from the leadership. 
The investigation into the corruption case 
is headed by Col Kyaw Htoon, former 
Burmese ambassador to Bangkok, who is 
head of the NIB. Kyaw Htoon is one of 
those tipped to succeed Bo Ni as home 
minister, along with Brig.-Gen. Min 
Gaung, currently principal of the Political 
Science Institute in--Rangoon, a man 
known for his total tyto Ne Win. 


Tin Oo, as the state's intelligence chief, 
was perhaps beco atọ much of a 
power focal point, diplomats say. He un- 


doubtedly had a very close relationship 
with Ne Win, and used this to his own ad- 
vantage. There are stories of his summon- 
ing ministers, most of whom are no more 
than clerks in the real power equation, to 
his office. 


in Oo's rise to the top leadership can 

be said to date from 1977. In February 
1977, the third party congress session 
voted Brig.-Gen. San Yu; now president, 
above Ne Win in central committee elec- 
tions. The vote came shortly after the dis- 
covery of a plot among some junior army 
officers, headed by Capt. Ohn Kyaw 
Myint, to assassinate the party leadership 
and liberalise the regime. It also followed 
riotsiagainst the regime in 1974 and 1975 in 
Rangoon by students, workers and 
Buddhist monks. In 1974 the riots were 
over the government's plans to give the 
late U Thant, former United Nations sec- 
retary-general, an insignificant burial be- 
cause of his association with former leader 
U Nu. The 1975 demonstrations were in- 
spired by deteriorating economic condi- 
tions. In both cases army troops opened 
fire on demonstrators. 

After the party congress vote, which 
was set aside by the leadership, Tin Oo 
surrounded the party headquarters with 
seven truck-loads of troops. In the ensuing 
raid, many documents were taken away, 
with a view to establishing links between 
some leading party numbers and the 
Soviet KGB intelligence agency. A total 
of 113 central committee members were 
purged. Another party congress meeting 
was called towards the end of the year, not 
surprisingly the vote went Ne Win's way 
— in large part thanks to Tin Oo. 

If indeed Tin Oo is no more, it will leave 
a gaping hole in the leadership. By Bur- 
mese leadership standards, he is young. 
His style has also won him a great deal of 
popularity. Although he has acted as Ne 
Win's instrument in jailing political oppo- 
nents over the past 20 years, and he is held 
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responsible for various forms of torture in- 
flicted on prisoners — both physical and 
psychological — he has been widely re- 
garded as a proponent of liberalising the 
system. 

The system in Burma is very tight, poli- 
tically and economically. Burmese have 
become inured to the restrictions of a 
socialist state which no one believes is 
truly socialist. To those who remember 
the old free-wheeling days of U Nu and 
even the British colonialists before him, 
Tin Oo was a knight in shining armour. He 
and his MIS colleagues were men of the 
world compared with the other more 
short-sighted, dogmatic figures in the 
Burmese leadership. They were able to 
travel abroad, talk freely to foreigners and 
generally look beyond the rigid confines 
of the current regime. 

Tin Oo himself is said to be a likeable, 
worldly character. Although known to be 





BURMA 


ruthless when neces- 
sary, he built a repu- 
tation as a gregarious, 
open-minded, charis- 
matic figure —a direct 
contrast to some of his 
mole-like colleagues in 
the leadership. As 
such, he was looked 
upon as a successor to 
the 72-year-old Ne 
Win, aman whowoul 

perhaps liberalise the 
Burmese system altet 
Ne Win's departure 

According to some 
sources, Tin Oo das 
taken his Tel 
purging in a relaxed 
way. While state dn: 
vestigators examine 
the accounts of his 
government-sponsor- 
ed bee-keeping pro- 
gramme — one of 
Tin Oo's passions — 
and his orchid farm, 
presumably with a 
view to drumming up 
credible corruption 
charges against him, 
and while those men 
he appointed to key 
positions in govern- 
'ment, the army and 
even commerce are 
gradually relieved of 
their jobs, Tin Oo 
is said by observers 
to be remaining 
calm. 

An estimated 40 
leading figures in the 
government-party- 
military hierarchy 
known to be loyal to 
Tin Oo are expected 
to be purged. An 
early indication of this 

wwwww^"'^ process was the resig- 
nation of Brig.-Gen. Myo Aung, who was 
recently transferred to the post of army 
quartermaster-general and of Maj.-Gen. 
Tin Sein, recently transferred from the 
post of deputy minister of defence to that 
of minister of fisheries and livestock breed- 
ing. Both are known to be Tin Oo men. 

e Win is thought to have been upset 
about having to move against his 
acclaimed favourite. One central theory 
about Tin Oo's demise, apart from the of- 
ficial corruption reasons, is that he was un- 
popular with army field commanders. It 
would not be unnatural for army officers 
fighting a tough war against the various in- 
surgencies to be jealous of an intelligence 
chief who, like Tin Oo, sits in Rangoon 
and enjoys privileges that they can only 
dream about. 

Conversely, however, it is thought that 
Tin Oo had many supporters among 
senior army officers, not just because of 
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sma, but because he was able to 

_ offer them financial benefits and the pros- 

|... pectoof a place in the sun after Ne Win's 

— departure from the scene. As one military 

— intelligence officer told a diplomat re- 

—  eently: "Don't think that Tin Oo is 

p finished.” 

Two men stand to gain by Tin Oo's de- 
parture from the leadership: San Yu and 
Kyaw Htin. San Yu, 62, has been a life- 
long loyal Ne Win lieutenant. Since the 
embarrassing 1977 party congress vote, 
which put him ahead of Ne Win, he has 
kept a low profile, to the extent that some 
observers describe him as almost a re- 
'tluse: But he is a survivor and in 1981 was 

‘famed by Ne Win as his successor as presi- 

— . dent, while Ne Win himself retained the 

Hak of party chairman. 

. bmKyaw Htin is a true soldier, highly 

— popular in the army. Like San Yu, he is 

— — *known for his strong loyalty to Ne Win, 
"büt'he is described as being more dogma- 
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_ Rangoon: Assessing the strength of 
__ Burma’s armed forces is comparatively 
—— easy by today's standards. A modern 
- . army’s punch is normally gauged by the 
= quality and quantity of its equipment, its 
RI wer and ability to destroy. In 
— Burma, all that is required is the old- 
= fashioned method of counting men and 
summing up their effectiveness in combat. 
|. On paper, Burma's armed forces total 
. 180,000 men. The overwhelming majority 
— of these — about 165,000 — are in the 
army, with fewer than 10,000 in each of 
. the other two services, the air force and 
navy. And the army has only two ar- 
moured battalions and three artillery bat- 
talions, all poorly equipped and, in some 
cases, with ancient weaponry. The few 
. tanks the army has are old British-made 
Comets, of World War II vintage, and 
though there are American-made 105 mm 
howitzers and other contemporary artil- 
lery pieces in the army's heavy-weapons 
arsenal, several old British 25-pounders 
are also still in service. 

But Burma's infantry is generally rated 
as one of the toughest, most combat-sea- 
soned in Southeast Asia. For the past 35 
years, Burmese troops have been fighting 

a myriad of insurgencies ranging 
from Karen, Shan, Kachin and Karenni 
rebels — who are struggling for secession 

_ —to the Burma Communist Party (BCP), 
which aims to topple the government 
(Review, Apr. 14). It has had some suc- 
cess, managing in the past 15 years to drive 
BCP guerillas and elements of the Karen 
National Liberation Army from their pre- 
vious strongholds in central Burma and 
the Irrawaddy delta back into the densely 
forested mountains along Burma's bor- 
ders with Thailand, Laos and China. But 
insurgent regions still constitute about a 
third of the country's area. 
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diplomatic sources, Kyaw Htin 
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is being 
groomed to take over the position of 
prime minister, perhaps later this year. 
Prime Minister Maung Maung Kha is ad- 
vanced in years, and has made no secret of 
the fact that he would willingly stand 
down. With Tin Oo no longer a threat, 
Kyaw Htin would be a powerful prime 
minister, giving the government an even 
tougher military image. 

The other figures of any consequence in 
the leadership are party general secretary 
Aye Ko, a retired lieutenant-general who 
is not known for his political activism; Lay 
Maung, à former foreign minister; Minis- 
ter of Agriculture, Ye Goung, and Kyaw 
Htoon. However, no one questions the 
fact that Ne Win is very much in com- 
mand. He has a paternal image, and some 
members of his cabinet are known to refer 
to him affectionately as father. When Ne 
Win decided to hand over the presidency 


- Arag-tag armed force 
. which gets the job done 


It is a poor man's war. The air force 
does have 14 American-made Huey 
helicopters — most of them donated by 
the United States Government to help 
Rangoon in its fight against opium-growing 
and heroin production, which is a major 
revenue source for Shan and BCP rebels 
— and five American-made AT33 propel- 
lor-driven fighters. The helicopters are 
used only for surveillance, never as gun- 
ships, supplying troops and evacuating the 
wounded. The fixed-wing aircraft have 
rarely been known to go on strafing mis- 
sions. 

Despite its handicaps in equipment and 
logistics, the army does manage to keep 
the battle deep inside insurgent areas. 
Troops are despatched for months at a 
time into mountainous jungle land, sup- 
plied mainly by mule train and what they 
can obtain from villagers. Combat is nor- 
mally at close quarters, often hand-to- 
hand with bayonets. Casualties are high. 


n April the government published de- 

tails of a four-month offensive, code- 
named Open Season, against the rebels. It 
was claimed that 99 Burmese soldiers had 
died in the operation, with about 150 
wounded. It was generally thought that 
these were conservative estimates. Many 
of the wounded were maimed by booby- 
traps, often crude home-made contrap- 
tions which have been recently introduced 
into the warfare by the Karens and the 
BCP in particular. 

The standard rifle used by Burmese 
troops is the West German designed G3 or 
G4. The weapon, originally produced by 
the Fritz Werner Co. in West Germany, is 
made by the Burmese in a heavily guarded 
arms manufacturing centre near the town 
of Prome, northwest of Rangoon. Am- 
munition for the rifle, which fires the 
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leadership managed, and then quietly 
withdraw to a figurehead position. 

But as the Tin Oo-Bo Ni affair has 
proved, Ne Win still steps in with a firm 
hand when necessary, even though he is 
rarely seen in public these days. He is a 
shrewd, tough leader who can count on a 
considerable amount of loyalty from the 
army, which he has trained and educates 
politically through party organising com- 
mittees in every battalion. 


N: Win formed the BSPP in 1963, and 
through the party he controls the 
army, and the army in turn effectively ad- 
ministers the country. Local administra- 
tive bodies, in thé form of people's vil- 
lage councils, township and divisional 
councils, are all heáded by army person- 
nel. The Burmese army can be compared 
with the Chinese’ People’s Liberation 
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Guerillas with M18; outgunning the government? 





standard Nato 7.62 mm round, is pro- 
duced by a factory near Inya Lake in Ran- 
goon. 

The pessimistic assessment of some ob- 
servers in Rangoon is that the Burmese 
Army is now outgunned by the rebels. The 
G3 rifle is a rather heavy, cumbersome 
weapon compared with the US-made M16 
rifle, which the Karen rebels buy on the in- 
ternational black market, using revenue 
from their lucrative smuggling trade. The 
Karens also use the Chinese-made AK47, 
supplied to the BCP by China. Many rebel 
units are also well equipped with 82 mm 
and 60 mm mortars, and rocket-propelled 
grenades. 

A new shipment of arms from West Ger- 
many reportedly landed in Rangoon last 
November, following a visit to that coun- 
try by Ne Win the previous July. There are 
also unconfirmed reports that Rangoon 
has been quietly negotiating with the 
Swedish arms manufacturer, Bofors, with 
a view to buying 84 mni Carl Gustaf roc- 
ket-launchers and possibly even an auto- 
matic assault rifle which may gradually re- 
place the dated West German G3. 

One military expert in Rangoon noted 
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Army, and indeed often refers to itself in 
such terms. Apart from the prestige at- 
tached to joining the army, which can 
open doors to political and commercial 
leadership in the future, becoming a sol- 
dier means almost automatic membership 
of the party. 

Ne Win has also shrewdly brought the 
powerful Buddhist leadership under his 
control. In 1980 he formed the Buddhist 
Monks' Association, organising it along 
party lines with a central committee and 
regional branches. All monks are required 
to join the group, which in turn receives 
generous government handouts. 

As Ne Win is still a strongman with no 
visible successor in place, it is only natural 
that there should be constant concern 
about his health. He is partially paralysed 
in his left leg, and is said to suffer from a 
nasal ailment. But as one diplomat sum- 
med it up: "Ne Win is as healthy as vou 
might expect of a man in his 70s with no 
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Gavernment troops: relying on cunning and footslogging. 


that whether a rifle is heavy or not and 
whether its rate of fire is less than that of 
the enemy, combat effectiveness in the 
sort of terrain in which the Burmese Army 
is fighting boils down to the quality of the 
soldiers themselves. And he noted that 
Burmese troops and their non-commis- 
sioned and commissioned officers have, 
over the years, brought an animal-like 
cunning to their battle tactics. 

Burma's wet season, from May to Oc- 
tober, normally sees a lull in the fighting 
because of logistical problems due to the 
muddy terrain. It was surprising, there- 
fore, that the Burmese Army launched a 
concerted strike in early June against the 
Karen National Union, deep in the heart 
of their territory near the Thai border 
(REVIEW, June 23). Casualties were appa- 
rently high on both sides as the battle 
raged, sometimes spilling over into Thai 
territory. Bangkok newspapers carried 
pictures of Burmese Army prisoners being 
led away blindfolded by the Karen rebels, 
and quoted rebel leaders claiming that 
they had killed more than 150 Burmese 
troopers. 

According to reports in Rangoon, the 
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major ailment." Ne Win is renowned for 
his quick temper. 

Even as an old man, he has not been 
averse to using his fists to settle an argu- 
ment — as was proved in two well-publi- 
cised incidents in recent years: in one, he 
personally intervened late at night to scat- 
ter a local pop group which had been play- 
ing in the Inya Lake Hotel near his resi- 
dence and which was apparently keeping 
him awake, and in the other, he knocked 
down a Chinese-Burmese man with whom 
he had an altercation on a Rangoon golf 
course. 

No political observer questions the sta- 
bility of Ne Win's regime, with or without 
Tin Oo. If anything, Tin Oo's demise has 
strengthened the leadership in terms of 
closing ranks around Ne Win. It is now a 
waiting game in Rangoon to see who 
emerges as the next heir-apparent — or 
whether Tin Oo will eventually make a 
comeback. (3 





Karen rebels had been 
particularly active dur- 
ing the dry season, at- 
tacking towns to the 
southeast of Rangoon 
between the capital 
and Moulmein, and to 
the north between the 
towns of Pegu and 
Toungoo. It was 
thought that the army 
decided to strike in the 
Karen heartland in re- 
taliation, and to ensure 
that the insurgency did 
not spread further. 
Whatever the Bur- 
mese Army’s fortunes 
on the battlefield, Ran- 
goon is safe in the as- 
sumption that the 
ethnic-based insurgen- 
cies will remain con- 
fined to their various homelands. Only the 
Peking-supported BCP has ambitions to 
bring the war to Rangoon. There are un- 
confirmed reports that some Chinese 
Communist Party elements have recently 
arrived in the Pegu Yoma area in central 
Burma. One report said the rebels were 
led by a legendary BCP commander, 
Kyaw Zaw, a former Burmese Army 
brigadier-general who defected to the 
BCP in 1976. But no fighting has been re- 
ported from this area, generally consi- 
dered by the government to be a white, or 
totally safe, area of the country. 
Rangoon's war with the BCP will prob- 
ably continue for the foreseeable future 
unless a political solution is reached with 
Peking. Although Chinese supplies to the 
BCP have decreased in recent years, the 
party leads the only communist in- 
surgency in Southeast Asia which is re- 
ceiving anything more than moral support 
from Peking. Meanwhile, with no indica- 
tion that Rangoon plans an influx of mod- 
ern weaponry into its arsenal, the Bur- 
mese footsoldier will continue to bear the 
brunt of a guerilla war seemingly without 
end. — RODNEY TASKER 


POPULATION 


The patter of — 
fewer feet 


Asian families are getting 
smaller, but world 
growth will continue 


By Ted Morello 


New York: Except for the Nepalese, 
peoples of the East Asia—Pacific region 
are having smaller families, with) Sri 
Lanka and Fiji leading the trend by,te- 
cording two of the most precipitate fertil- 
ity declines in the developing world, And 
while the trend is global, says the United 
Nations Fund for Population Activities 
(UNFPA) in its newly released annual re- 
port, total world population growth is un- 
likely to stop before the end of the Text 
century. Indeed, UNFPA demographer 
T. N. Krishna told the REVIEW, the real 
challenge to population stabilisation lies 
ahead. 

The shrinking-family phenomenon 1s 
the highlight of UNFPA executive direc- 
tor Rafael Salas' annual accounting, titled 
The State of World Population, 1983. The 
report is intended as a milestone, measur- 
ing demographic successes and failures 
during the decade between two UN world- 
population conferences — one in 
Bucharest in 1974, and the other in 
Mexico planned for next year. While 
focusing on family size in projecting the 
future demographic shape of the world, 
the report includes observations on such 
related factors as urbanisation, infant 
mortality, food supply and migration, 

The report also notes: 
> At the national level, the drift tocities is 
one of the most serious concerns. Within 
17 years, there will likely be 45 Third 
World cities, mostly in Asia, with popula- 
tions exceeding 5 million. This contrasts 
with 1950, when Shanghai was the only 
city of such size. 

» Infant mortality since 1950 has fallen to 
an average of 90 deaths per thousand from 
164, but there are some "areas of failure" 
— countries where the figure remains as 
high as 150. And there is little chance of 
achieving the target figure in these areas, 
set by the Bucharest conference, of 120 by 
1985. 

» In South Asia, which includes the Sub- 
continent, more than 4 million of the 35 
million children born annually die before 
their first birthday. 


f the projected number of 5 million- 

plus cities, 28 are in East and South 
Asia. Many already have passed that 
population figure; notably Shanghai, with 
over 12 million, and Peking, with more 
than 10 million. By the year 2000, the re- 
port says, Shanghai's population is expect- 
ed to reach 19.2 million, and Peking's is to 
bc double the present figure. There are 
expected to be six 5 million-plus cities in 
India (Calcutta,. Bombay, New Delhi, 
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jsalabad) and two each in Japan 
E lTokyo- Yokohama and Osaka-Kobe ), In- 


" DE esia (Jakarta and Surabaya), South 
<orea (Seoul and Pusan) and Vietnam 
M - (Hanoi and Ho Chi Minh City). Also on 
- "the list are Bangkok-Thonburi, Manila, 
“Rangoon, Dhaka and Hongkong. 
*' However, the report's emphasis is on 
- family size, which it calls the key to future 
P lation stabilisation. In the interview, 
Ln Rus explained that the family size pro- 
E jt is made up of the desired number of 
E. as determined by surveys of pre- 
pe d prospective parents, and the ac- 
number of children per family. In a re- 
t3 survey of 20 developing countries, 
average number of children born to 
A ‘woman varied from 8.3 in Kenya to 
Wo in Sri Lanka. The estimated Third 
d average is 4.6. By comparison, the 
Bilboed-coüntry average is about 2 — 
de level considered necessary to stabilise 


"the world's population to 10.2 billion 
a »eople by the end of the 21st century. 
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mong the 10 Asia-Pacific countries in- 
cluded in the 20-nation survey, Nepal 
_is the only one where family size has in- 
E ys 'ased since the mid- 1970s. With the ex- 
— pressed desired family size at 3.9 children, 
—1he number has climbed during that 
—period to 6.11 from 5.77. Elsewhere in 
- South Asia, the comparative figures are: 
— Bangladesh, 4.1, 6.1 and 7.06; Pakistan, 
. E42. 6.32 and 6.9, and Sri Lanka, 3.8, 3.74 
— and 5.86. 

Like Sri Lanka, Fiji overshot the de- 
o si d figure, with an average of 4.16 child- 
"ren at present, against the desired target 
, _ of 4.2, and a 1974 total averaging 6.49. 

Of the Asean countries surveyed, the 
Philippines family size is the largest (5.14 
d children, as against 6.58 in the mid-1970s 

and a desired figure of 4.4), and Thai- 

- Jand's the smallest (4.54 today, against 

6.52 in 1975 and a desired total of 3.7 
E children per family). The respective fig- 
— ures for Malaysia are 4.6, 6.15 and 4.4, 

p sed for Indonesia, 4.73, 5.27 and 4.1. 
In the 10th Asia-Pacific country sur- 
"veyed— South Korea — the present fami- 
— ly size is 4.21 children, against a desired 
— 3.2 and a 1974 figure of 5.75. While not in- 
— cluded in the survey, China is believed to 
— have reduced its family size to about 3.1 
a children from a 1950 figure of 5.8, and in 
_ the same period India's family size has de- 

© clined to 5 from 6.4. 

— Despite the gains of the past decade, 
Krishna cautioned that as family size ap- 
proaches today's desired range, resistance 
to a further reduction will grow. To 
- achieve the zero-growth target by the end 
= of the 21st century, he pointed out, it will 
— mot be enough to trim the number of child- 
- ren from, say, eight to four per family. Yet 
to reduce the target to the two children 

necessary to achieve the goal will require a 

massive education effort to change the 
= perception of what constitutes the best 
- possible family size, Krishna conclud- 
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eligion — not war, trade or politics 

— perpetrated the first real “con- 
frontation" between China and the 
West, John D. Young (teacher of mod- 
ern Chinese intellectual history and con- 
temporary Chinese politics at the Uni- 
versity of Hongkong) points out in his 
thorough study of the first attempt by 
Christian missionaries to infiltrate Con- 
fucianism, four centuries ago (Con- 
fucianism and Christianity: the First En- 
counter. Hongkong University Press). 

In fact, this was not the first attempt of 
all. Nestorians were already actively 
seeking converts to their particular 
brand of Christianity in the fifth century. 

The Jesuits, however, were led first to 
the Chinese border in 1552 by Francis 
Xavier, and later into China in 1583 by 
Matteo’ Ricci. The mission was finally 
terminated by the Qing emperor, K'ang- 
hsi, who banned Christianity from China 


-in 1721 after a wrangle over traditional 
Chinese religious rites. 
Ricci was a crafty — or should I say in- 


spired? — Jesuit and soon converted a 
number of leading . 
Confucianists, in- 
cluding Hsu 
Kuang-chi, an 
eminent scientist, 
administrator and 
writer with palace 
connections, who 


believed that 
Christianity would 
transform Con- 
fucianism and . 


abolish Buddhism 
and Taoism, and 
"combine Confu- 
cian morality with | 

Christian salva- |5... 
tion." 

He said: “I believe in Heaven for the 
good and Hell for the evil." He is an ad- 
mirable choice from the several wit- 
nesses whose evidence Young examines 
in his study of the Christian-Confucian 
confrontation. 

"Many of Hsu's ideas on practical 
statesmanship and socio-economic re- 
forms had already been formed when he 
embraced the Christian faith at the age 
of 41," Young records. "But this does 
not mean that Hsu accepted Christianity 
merely for the sake of acquiring Western 
technology and science. He seemed to 
have produced scientific and technical 
treatises and translations after his con- 
version. Nevertheless, almost all his sci- 
entific writings were prefaced with a pro- 
fession of his Christian faith. His interest 
in science was actually part of his social 
concern, which in turn grew out of his 
commitment to self-realisation." 

Young points out that Hsu's open ac- 
ceptance of Christianity never brought 
him any political or even personal dif- 








ficulties — "not even during the height 
of the Nanking anti-Christian movement 
in 1616-17. His position in the intellec- 
tual and political environment of the late 
Ming period was never adversely af- 
fected by his open advocacy of Christian- 
ity . 

"His writings showed no tension be- 
tween his Christian and Confucian moral 
beliefs. The reforms envisaged were 
inspired by both. He regarded it as possi- 
ble to be ‘loyal’ tot je Ming emperor 
while believing in thé existence of an al- 
mighty deity. Thisi isnot to suggest; how- 
ever, that Hsu was necessarily conscious 
that he was ‘syncretist;’ choosing the 
best from two cy f He could simply 
have been pursuing what seemed to him 
true and rewarding, not in terms of con- 
trasting culture but in; terms of self-reali- 
sation. m zit Ig 3 

However, . Chaistjanity was finally 
kicked out. In retraspect, the Vatican 
also seems to hay NG Re behaved stupidly by 
arguing that Chri anity had approved 
too many compromises to  Con- 
fucianism. “Confucianism and Christ- 
ianity [never mind communism] cannot 
be reconciled without a fatal com- 
promise, " Young, concludes. 

It is amusing to recall that St Francis 
Xavier would have been subject to arrest 
in Hongkong today. had he attempted an 
encore of his first approach to China. He 
had been frustrated. y the Christian mis- 
sion’s failure tọ reform India; had visited 
Japan, where he converted only a li- 
mited number of locals, and then turned 
his attention to China. 

He landed on an island six miles off 
the mainland and 100 miles southwest of 
Canton, which was a smuggling base for 
the Portuguese and Chinese. He tried — 
with a bow to the Vatican (rather than 
the Jesuits) — to bribe the Portuguese to 
take him into China without a visa, but 
they were too frightened. 

Finally, the saint-to-be paid 200 gold- 
en pieces to a Canton merchant, who ag- 
reed to land him there. In his last letter 
to the Society of Jesus, he prayed that 
after his visit "the Millennial Kingdom 
would soon come." But then he fell ill 
and died. 

As a happy and appropriate introduc- 
tion to his book, discerning Young 
quotes from both Confucius and the 
Bible: 

Confucian Analects; To give oneself 
earnestly to the duties due to men, and, 
while respecting ghosts and spirits, to 
keep aloof from them, may be called wis- 
dom. 

St John (Ch. V, vs 24); Verily, verily, I 
say unto you, he that heareth my word 
and believeth in Him that sent me, hath 
everlasting life and shall not come into 
condemnation, but is pud from death 
unto life. 


ed. | i icai 
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Airing the skeletons 


B lt) 


Pop idols and comedians star in a film which takes 
an unusual look at Japanese wartime atrocities 


By Ian Buruma 
Tokyo: Nagisa Oshima has directed a Ja- 
panese-British co-production set in a PoW 
camp in war-time Java. Titled Merry 
Christmas, Mr Lawrence, it is based on a 
story by Sir Laurens van der Post. The film 
was featured at this year's Cannes Film 
Festival and is now playing in Tokyo. 
Most of the protagonists, British and Ja- 
panese, are played by pop stars, among 
them David Bowie as the dashing British 
officer, whom the Japanese cannot con- 
trol and end up admiring too much for 
their own comfort. "Hís counterpart, the 
Japanese commandant, who suffers the 
shattering humiliatión óf being kissed by 
Bowie in front of all his men, is played 
with feline grace ‘by Ryuichi Sakamoto. 
The cruellest chatacter, a guard called 
Hara, is played by a popular comedian call- 
ed "Beat" Takeshi. It is an unusual idea, 
having pop stars and comics play wartime 
adversaries, but the idea works as a study 
of charisma: Bowie and Sakamoto are the 
androgynous idols Of different cultures 
locked in a clash of men, but also of 
values. The ferocity of this battle is 
heightened by mutual ignorance. One 
character, Mr Lawrence, is caught in the 
middle: he has lived in Japan and speaks a 
little Japanese. He is the expert, trusted 
by neither side, but needed by both. Law- 
rence has a fragile understanding with 
Hara, the archetypal Japanese bumpkin, 
who, through no fault of his own, has 
stumbled into a position of total power 
over the lives of people he does not under- 
stand. It is much to Oshima's credit that he 
never tones down or glosses over the vio- 
lence done by Japanese to Westerners. 
This in itself marks a breakthrough in 
the way the Japanese regard their war- 
time experience. Most Japanese like to 
think of themselves as victims rather than 
aggressors. Certainly by dropping atom 
bombs on Hiroshima and Nagasaki the 
Americans gave the Japanese the perfect 
excuse for instant amnesia as far as their 
own deeds were concerned. Henceforth, 
Japan was to be the innocent victim of war 
and the flag-bearer of peace for mankind. 
Films about Hiroshima, one of which 
showed American tourists buying 
souvenir bones of victims of the bomb, 
strengthened this idea. Thus nobody was 
particularly surprised when a few years 
ago the mayor of Hiroshima proposed 
building a monument to Auschwitz in his 
city. It made perfect sense: the Japanese 
and Jews as the prime victims of the war. 
Since 1949, when Gen. Douglas 
MacArthur took his Occupation forces in 
Japan back home, Japanese peace-mon- 
gering in films, novels and plays has often 
been injected with a strong dose of anti- 
Americanism. This is partly because some 
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of the more virulent anti-war directors, 
such as Hideo Sekigawa and Tadashi 
Imai, were communists. 

Although in fact it had probably been 
the most benign military occupation in his- 
tory, resentment came to the fore in a long 
series of films about the American bases in 
Japan. Round-eyed, long-nosed GI 
sadists are seen to be on a continuous ram- 
page, of which the prime victims are Ja- 
panese schoolgirls. The violating American 
still pops up regularly in popular culture. 

To get back to the war itself, however, 
there is, another genre which. persists in 
glorifying Japanese heroism, Perhaps the 
most popular heroes, even now, are the 
kamikaze pilots. Japanese audiences 


Se eS ac TE 


rarely feel comfortable with victorious 
supermen. There is no Japanese equiva- 


WM. a * 
Filmed violence: not meant to titillate. 


lent of John Wayne. But the kamikaze 
pilots were young, faceless and brave 
enough to grow into a collective, national 
myth. 


ith very few exceptions, even the 
most hard-hitting Japanese anti-war 
films show only the suffering of Japanese, 
not of the enemy. Japanese brutality is 
only shown in the cheapest kind of porno- 
graphy. The bull-necked Kempeitai (the 
notorious military police) torturing help- 
less young women — Japanese as well as 
Chinese — is à stock character in comics 
and films catering to sadistic fancies. It is 
hard to say whether the audience iden- 
tifies with the sadistic hero, or whether the 
hero appeals to a streak of popular 
masochism. | 

The violence in Oshima's film is cer- 
tainly not meant to titillate, nor are the Ja- 
panese simply sadistic monsters. Even the 
most brutal guards are recognisable 
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human beings. "This message ds | 
phasised in the last scene: the warisover; - 
Hara, the violent guard, is awaitin 
execution in his prison cell with the p cid 
stoicism drilled into him from birth. His - 
"friend" Lawrence commiserates with 
him and calls him the *victim of men who 
think they are right." Hara will die as mor- 
ally innocent as on the day he was borm, — 

With this rather glib ending Oshima ` 
sidesteps the issue of guilt. Guilt about the — 
war is indeed a rare commodity in Japan. — 
It would be hard to find a Japanese eg 
valent of the Americans who come - 
Hiroshima every year to write. th 
apologies in the visitors’ book at the;w 
memorial. The only Japanese on the; ne A 
of the Burma railroad are groups of moş- 
talgic old soldiers grieving for their 
rades. In Manila, Japanese Wm + 
souvenir snaps in the old Kemper p 
prison. Collective guilt can probably i 
flourish in an individualistic culture, Only — — 
individualists can feel personally respons 25 í 
ble for what is done in their name. 

Morality in the West is an individual a 

matter. In Japan, it is more a question of |. 
social circumstance. One does not have to _ k 
feel guilty about past atrocities, especia mi hr 
if one was not directly involved, for 
happened during a 
war, and in wars that is 
how people behave. = 

One may well ask —— 
whether collective guilt — 
is necessary, or even 
desirable. Japanese ———- 
education authorities, — 
as opposed to the left- - 
wing teachers union, p. 
do not think so. This is - 
partly a matter of poli- — 
tical expediency. One — 
does not want to kick ` 
the sensitive shins of 
old patriots, still hover- — 
ing round the corridors 
of power. 

But it also goes 
against the grain of Ja- 
panese thinking. To i 
face the past, whether 
as a fim maker, 
teacher or bureaucrat, it has to be 
analysed. With this, even Japanese on the d 
peace-loving Lef i j 
longs — do not really feel comfortable. —— 
Rational thought and penetrating analysis — — 
are commonly considered, even by in- 
teri (intellectuals), to be cold, limiting 1 


"i É a 

























4x 





t 


* 





| and insensitive. This is then contrasted 


with warm, human feelings. 

Feelings of guilt are not warm, but high- 
ly unpleasant. Hence anything that could 
provoke such feelings, such as reflecting — — 
on past atrocities or present racial dis- 
crimination, to mention but two emotive 
issues, is to be avoided. | 

Oshima's film is about as close as any 
Japanese will get to honestly facing the 
skeletons in the national cupboard. | 
Perhaps one cannot and should not expect 
more. This may be a source of frustration — 
for many a morally indignant foreigner, 
but it is also why men like Hara could face 
firing squads with such peace of mind. 
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A This EEES listing of market mailing aid. 
E Hong Kong's top people with WHO'S WHO IN HONG 
photos has now been updated. KONG is a valuable research 
T In compiling the names tool for scholars and jour- 
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are illustrated. by photo- information on the people 


involved in these institutions. 
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Tong Chong St., Quarry Bay, Hong 
Yes, | would like to order a copy of Who's Who in Hong Kong. 
| enclose my cheque for $200 (or multiple in event of plural order). duis dí 
ns. surface mail for overseas order is $16/copy. 
ES x Please make a cheque payable to SCMP. 





— <—_ > ——— ja 





Mike 
MacLachlan 
- reviews three 


new books by 


. British writers, 
all first novels, 
and all set in 


Hashbacks to the classic quest 


. Lord ofthe Dance by Robin Lloyd-Jones. 


Gollancz/Arena. £8.95 (US$13.60) 
hardback, £2.50 paperback. 


THERE is something oddly familiar 
about this book from the very first page. 
but it takes a while for the reader to grasp 
just what that familiarity is. Then light 
dawns. Although this is ostensibly a novel 
about 16th-century India, it could well be 
science-fiction. 

It has all the hallmarks of the Robert 
Heinlein-style science-fiction "quest" 
novels. There are the ill-assorted heroes 
— in this case an English doctor and an 
English monk — at large in an alien'world. 
There are the strange, freakish travelling 
companions they pick up along the way — 
for example, a comic dwarf and a comic 
giant. There are the clashes of culture be- 
tween the familiar and the alien. And 


there is even a god-emperor —in this case 
Akbar himself. . 

So despite all the painstakingrefere nces 
to the geography of India, thére is little 
impression given of India itself. It might as 
well be the planet Tralfamadore. 

However, this does not stop Lord of the 
Dance being a good, entertaining read. 
The "quest" our heroes are engaged in is, 
for the doctor, a cure for leprosy, and for 
the priest no less than the conversion of 
the heathen. Along the way, they become 
involved with Mogul warlords, a travelling 
dance troop, and an evil princess. There is 
court intrigue, a smattering of sex, even 


some ncar-sorccry. 


This book was the winner of a first- 
novel contest organised in Britain last year 
which attracted no fewer than 2,000 
manuscripts. It is interesting that both this 


‘and another of the eight short-listed, 





An old recipe with a fresh taste 


Down Among the Dead Men by Michael 
Hartland. Hodder and Stoughton. £8.50 
(US$12.95). 


THIS is the best of this bunch of first 
novels — in fact, it is difficult to believe 
that it is a first novel. Although it is merely 
a clone, one of hundreds or even thou- 
sands of international spy thrillers, it is ex- 
tremely competently done. 

The plot is much the mixture as before. 
A Chinese "businessman" is killed in 
Nepal, while trying to contact British in- 
telligence. The British investigate — in 
the persons of a world-weary long-time 
spy, his dishy ex-girlfriend, newly re- 
recruited to the service, and Hongkong- 
based Chinese working for British intelli- 
gence under cover (“taller than the aver- 
age Chinese" — a phrase which should be 
eschewed by all thriller writers). The hunt 
for the killer progresses through Bangkok 
and back to ano itn 4 Andsoon... 

Hartland (presumably a pseudonym) is 
described on the dust-jacket as a former 
diplomat in Asia who "spent a period in 
counter-terrorism" ; so it is perhaps not sur- 
prising that he gives an air of authenticity 
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to the most improbable of happenings. It 
has to be said that much of the book is im- 
probable. The intelligence men make too 
many elementary mistakes, and there is 
too much “with one bound Jack was free” 
illogic. But Hartland still manages to 
make it plausible. 

His characters are perhaps sketchily 
drawn, but they are recognisable charac- 
ters rather than caricatures. And his de- 
scriptive writing is very vivid, even if he 
does overplay it. But his real strength is in 
his obvious understanding of the skein of 
intrigue woven by the big powers in Asia 
and his ability to work this into his plot. 

At the same time, Down Among the 
Dead Men gives a highly plausible — 
though again highly improbabl 
nation of certain events of early 1979 
which still remain not fully explained. 

One little quibble: Hartland is not alone 
among thriller writers in fondly imagining 
that Britain still maintains a substantial 
naval presence in Hongkong. He has no 
fewer than two frigates and an aircraft car- 
rier in port. Those days, however, are long 
gone. Hongkong still has its China Fleet 





; Club — but not its China Fleet. 





Perahera by Julia Leslie, are set in T 
Subcontinent. 

But it may be that Lloyd-Jones h 
chosen a setting which is a little too m 
mote. One of the competition judges så 
of reading the novel: “I absolutely b p 
lieved I was living in India in 1575." This 
reviewer disagrees. There are places ir 
India where it is very easy to transport — 
oneself back in imagination to the time Of 
the Moguls — Fatehpur Sikri, for exz 
ple, or Agra, or one of the Chambal Væl- 
ley hillforts where the climax of the boc kt 
takes place. 

The straight, tree-lined highways @f 
India, on the other hand, are much mo es 
redolent of the Raj than the Moguls, and it 
is difficult to reconcile in one's mind the — 
teeming countryside of today (where ex- 
cept in the remotest spots there is at lea: »» 
someone or some habitation always within — 
eyesight) with the silent, rather desolate 
landscape portrayed by Lloyd-Jones. d 

However, Lloyd-Jones is obviously a 
promising new name in the British fiction n^ 
field, and one looks forward to his next — 
work — perhaps even a sequel? We may 
well have a successor here to the late John | 
Masters' Savage saga. 


v . 





Skullduggery in — - 
SriLanka 3 


Perahera by Julia Leslie. Gollancz. £8.95 
(US$13.60). | 


IF Robin Lloyd-Jones leaves too much to 


. the reader's imagination, Leslie cing MN l 


little. This thriller of drug-smuggling and — 
insurrection, set in Sri Lanka in 1975, has 

a thin enough plot to start with. And mx e 
story line is constantly interrupted to — 
pause and admire the flora, fauna and. 
landscape of the island, or for a little lec x 
ture on its history or politics. 

The people hardly get a look in. This is: 
pity. because Leslie is obviously a better 
writer than she has allowed herself to be. 
Her central character, an English girl visit- 
ing her tea-planter father, occasionally — 
comes to life. Particularly interesting is — 
the love angle described from a woman's ` 
point of view. J 

However, the other characters are mere — 
shadows. Great efforts are made to make — 
the villain appear truly villainous, but he 
emerges as merely comic. And this re- 
viewer is still baffled about the mechanics — 
of how he intended to achieve his mega- 
lomaniac ends. 

Leslie, who is working on a doctorate in 
Indian religions, has travelled extensively 
in the Subcontinent and obviously knows 
Sri Lanka from top to bottom. It would be 
good to see a serious work by her — either 
fiction or non-fiction — on the country. 
But this one is so light, it almost blows 
away. 
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The Philippines devalues, slashes spending and raises petrol prices 


Biting the peso bullet 


By Guy Sacerdoti 

Manila: With a consortium of interna- 
tional lenders and government represen- 
tatives expected in Paris for the July 6-7 
conference of aid-donors to the Philip- 
pines, President Ferdinand Marcos, on 
the advice of his economic ministers, has 
chosen to bite a very hard bullet. He has 
devalued the peso by 7.3% against the US 
dollar; cut back by nearly half the govern- 
menf's capital-intensive industrialisation 
programme and wiped out local fuel sub- 
sidies with across-the-board price in- 
creases for petroleum products. 

The poorer-than-expected perform- 
ance of the current-account and balance- 
of-payments deficits during the first five 
months of the year was the main reason 
for the moves. And despite the austerity 
measures already taken, it was becoming 
clear that the economic performance 
criteria set by the International Monetary 
Fund accompanying a 315 million special 
drawing rights (US$295 million) standby 
credit for 1983 might not be met. 

It was not coincidence that Marcos’ an- 
nouncement of the new peso value came 
at the end of a visit by a team of IMF 
economists. The group was conducting a 
mid-term review of the standby credit and 
how the Philippines was doing in meeting 
the targets set. Under strict IMF gules, if 
satisfactory progress towards making the 
targets is not evident, the undisbursed 
portion of the standby credit is cancelled. 
Remedial measures can be taken and even 
some targets changed slightly, but what- 
ever the medicine prescribed, it is bitter. 

The decisions were politically difficult 
ones for Marcos. It was only in April that 
his Kilusang Bagong Lipunan (KBL, or 
New Society Movement) party chided the 
technocrats and their economic manage- 
ment for following IMF and World Bank 
dictates too closely. And as an example, 
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the party leadership, with Marcos' ap- 
proval, specifically decided not to raise 
petrol prices despite the. arguments. of 
Prime Minister Cesar Virata and a formal 
government commitment to the World 
Bank that oil subsidies would be cut once 
the international oil price had steadied. 
The KBL feared adverse public reaction 
to the effects of a petrol price rise — an in- 
crease in power rates and in bus fares and 
other transport costs. 

But in the two months since that April 
meeting, economic realities took prece- 
dence. Marcos wanted the nervous inter- 
national financial community to know that 
Manila would stay well clear of the league 
of destitute Latin American borrowers. 
He wanted the IMF to know that he had 
the political will to carry through the 
tough austerity measures. And he realised 
that if the Philippines were to take advan- 
tage of the United States-led economic re- 
covery, rapid short-term adjustments 
were mandatory. 

Also, the success of Indonesia in boost- 
ing international confidence at its aid con- 
ference (REVIEW, June 30) following a 
much more dramatic devaluation and pro- 
ject cancellation, may have had an effect 
on Manila's decision. 





f the three policy shifts, the devalua- 

tion came as the biggest surprise. 
Since the last devaluation in 1971, the 
Philippines has used a floating exchange- 
rate system, more or less managed by Cen- 
tral Bank ofthe Philippines-influenced for- 
eign-exchange buying and selling, design- 
ed to maintain relative stability while at 
the same time reflecting market pressures 
on the currency. But with the rapid de- 
terioration of the balance of payments 
during 1981 and 1982, the monetary au- 
thorities adopted a more flexible ex- 


change-rate policy to allow the peso to de- 
preciate more realistically against the cur- 
rencies of its major trading partners. 

The reason for the shift was that while 
the peso was depreciating against the US 
dollar in absolute terms, the real effective 
exchange rate — a trade-weighted aver- 
age adjusted for changes in relative price 
— was actually appreciating. Although 
the peso depreciated against the US dollar 
by 7% in 1981 and 12% in 1982, the strong 
US dollar coupled with a Philippine infla- 
tion rate above that of its trading partners 
(from a 1978 level of 7% to a high of 17% 
in 1979-80, down to 10% in 1982) led to a 
real appreciation of more than 3% in 1981 
and 3.8% in 1982. 

For Philippine exports, that meant a 
loss of competitiveness against countries 
producing similar goods. The flexible ex- 
change-rate policy was supposed to move 
the real effective exchange rate back down 
close to its 1978 level, when the current- 
account balance was in deficit by only 
US$1.17 billion (as opposed to US$3.32 
billion in 1982) and the overall balance-of- 
payments deficit was US$54 million (com- 
pared to US$1.11 billion in 1982). As part 
of the IMF standby programme for 1983, 
the flexible exchange-rate policy was to 
help reduce the current-account deficit to 
US$2.5 billion and the overall balance-of- 
payments deficit to US$598 million. 

The policy was working in theory. A 
central bank briefing to bankers states 
that between April 1982 and April 1983, 
the real effective exchange rate fell 
11.875. The problem for the balance-of- 
payments figures, however, was the un- 
certainty caused in the business communi- 
ty over the future behaviour of the peso. 
Businessmen complained that investment 
decisions, raw-material purchases from 
abroad and export orders were being 
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skewed by varied fredictions of where the 
peso would be two or three months hence. 
The resulting speculation delayed exports 
and accelerated s orts. 

The solution !single modest de- 
valuation giving stabili .to the peso for at 
least three — and probably six — months, 
allowing the speculation to wane until the 
effects of the US-led recovery reached the 
Philippines. Thus, against the strong US 
dollar, the peso fell from the January 1982 
rate of P8.20:US$1 to P9.171 at the end 
of 1982, and P 10.202 before the June 23 
jump to the current P 11:US$1 rate. Dur- 
ing that 18-month period, the peso depre- 
ciated 25% against the US dollar. 

The relationship between the devalua- 
tion and the IMF mid-term review is not 
clear. But exchange-rate policy is a signifi- 
cant variable in trying to achieve the 
standby credit programme. Under the 
agreement, the Philippines must get its 
current-account deficit down from the 
8.5% of gross national product in 1982 to 
6.2% this year, 5.3% in 1984 and 4.396 by 
1985. The corresponding figures for the 
overall balance-of-payments deficits are: 
1.6% of GNP for 1983, down to 0.7% in 
1984 and 0.5% in 1985. 

Tight monetary and fiscal policies are 
the only way to drive the deficits down 
until export revenues start to pick up. And 
the government has been keeping a close 
eye on liquidity and on the increase in net 
domestic assets to keep money supply in 
check. The IMF programme calls for a 
lower growth in net domestic assets from 
26.7% in 1982 to 20.3% this year. 

New foreign borrowings are cut from a 
1982 ceiling of US$2.4 billion to US$2 bil- 
lion for 1983, evenly split between com- 
mercial and concessional financing. New 
public-sector credit is to be cut substan- 
tially while foreign short-term non-bank 
debt (US$4.5 billion) cannot increase. 

The government budget deficit must fall 
from the unsustainable 4.3% of GNP in 
1982 to 2.4%, or P9.4 billion, in 1983. 
And since revenue collection has fallen 
from an average of 16% of GNP in recent 
years to 14% in 1982, the only solution 
was to drastically cut expenditure. To do 
that without reducing maintenance costs 
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Laya; sugarcane cutting: are the key. 


for infrastructuré and services (which 
have fallen precariously low in the past 
few years), will force the new capital-in- 
tensive development projects to suffer. 

It all means slower growth for the econ- 
omy, which is expected to stay this yearat 
about the 2.6% rise in GNP registered in 
1982, increasing to 4% in 1984 and 5% in 
1985. Under the IMF programme, infla- 
tion is to stay at about 10% , which remains 
feasible even with the devaluation. Before 
the June 23 parity shift, annual inflation 
was below 7*5, and given the tight mone- 
tary policy, officials are saying the devalu- 
ation should only push prices up by about 
2-3% more. 

But there is growing scepticism over 
whether inflation will be kept at the 10% 
mark following the devaluation and the 
fuel-price increase. Retail prices of petro- 
leum products are expected to rise’ by 
about 40 centavos (3.6 US cents) which 
will boost by about 7.5% the consumer- 
price index. A recent government study, 
however, suggested that the CPI could 
rise by as much as 14% since actual peso 
costs of oil, despite the drop in Opec 
prices, have increased with the devalua- 
tion since the beginning of the year. 


Ti Consumer Price Equalisation Fund 
(CPEF) had been used by the govern- 
ment to compensate for import and con- 
sumer-price differentials, and was swal- 
lowing up an estimated P20 million a day. 
With this sum being passed on to the con- 
sumer following the CPEF's abolition, 
transport — buses and the ever-present 
jeepneys — will be the most immediately 
affected in terms of family expenditures, 
while an increase in power rates coupled 
with additional shipping costs should 
force general increases in the cost of 
goods. Car manufacturers are already 
clamouring for price increases given the 
high import content of cars and trucks. 
The government-influenced Trade 
Union Congress of the Philippines is ask- 
ing for an almost 20% increase in the mini- 
mum wage, and while this is unlikely to be 
granted, pressure for some increase soon 
will continue. But aside from inflation, the 
major worry for government economists 


$ 





remains the current-account deficit; TAI- 
ready central bank governor Jaime Laya 
has said the IMF's targeted US$598 mil- 
lion overall payments deficit this year may 
be hard to meet. The first-quarter deficit 


| was already US$343 million and the cen- 


tral bank now says the estimate for the 
first half of the year will reach a staggering 
US$800 million, 

The major problem remains exports. 
Unfortunately for the Philippines, which 
was hit hardest among the Asean coun- 
tries by falling prices for its prime com- 
modities, the recent increases in prices of 
both sugar and coconut oil have been off- 
set locally by reduced volumes — for sugar 
by the recent drought and for coconuts by 
lingering effects of the 1982 typhoons. The 
drought will begin to affect coconut pro- 
duction probably by the third quarter. 
Total value of coconut -oil shipments dur- 
ing the first five months of the year fell 
30% to US$140.9 million from US$200.6 
million in the same period in 1982; volume 
was off 22%. 

Mining production iind manufactured 
exports must pick up the slack. And they 
have been performing creditably so far. 
However, the imported content for manu- 
factured exports may offset some of their 
gains. Much depends or: the time lag be- 
tween the recovery in the US — the Philip- 
pines’ major trading parti 1er — and a pick- 
up in Manila. 

Accepting the bitter medicine, yet 
again, is not pleasant. Si nce the 1981 fi- 
nancial crisis, the counti y's technocrats 
have had to meet problena after problem 
with ever more austerity. Marcos and the 
KBL have had to accept t he reality of re- 
structuring over the long t erm while hav- 
ing to swallow painful short-term adjust- 
ments as well. 

And while devaluation las righted the 
effective exchange rate, thuis boosting ex- 
port competitiveness and re:ducing import 
attractiveness, and the fuel price rise has 
cul into government subsidi es and pricing 
anomalies, the overall imp act only em- 
phasises the limited options: the govern- 
ment has. Basically, it must wait for exter- 
nal recovery before it can get on with its 
own internal structural adjust ment. @ 
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- Manila: The much-heralded 11 major in- 
dustrial projects (MIPs) planned since 

979 have had their ups and downs. Since 
austerity measures were forcibly insti- 
tedas a result of the government's finan- 
sis and the effects of world reces- 
ion. there have been almost monthly 
: nts from either President Fer- 
dinang Marcos, Prime Minister Cesar Vir- 
ata ‘or Trade and Industry Minister 
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confu ion affected not only the public but 
»roject suitors as well, 

Now realism has caught up with ambi- 

- tion. Four of the projects have been offi- 
- cially deferred, one has been cut in half, 

— while two others face the prospect of a 

— possible pruning. The cost of the original 


m 
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— lion, but the measures taken by Marcos 
. following the June 21 meeting of the 
— leadership of the Kilusang Bagong Lipu- 
—nan (KBL, or New Society Movement) . 
— party, should save some US$3 billion of 
. the planned investment. 
-—— From the beginning. the World Bank 
- and later the International Monetary 
— Fund cautioned against committing either 
Scarce local resources or limited foreign 
< debt to projects unless they could be 
| pro ven not only viable domestically, but 
— also able to survive the test of comparative 
_ advantage against imports — and without 
- protection. Virata and Ongpin both gave 
- continuing assurances that the projects 
- would not go ahea d unless they were to be 
_ profitable. Virata 's statements were usu- 
- ally couched in cautious terms, while 
‘Ongpin’s exuded complete optimism that 
- the projects would all move ahead. 
— — [tis worth notirig that at a time when the 
— technocrats are being blamed for the 
- economy's performance by the govern- 
ment's politiciaris, the decision to post- 
pone was made ¿ıt a KBL meeting and an- 
_ mounced by Mar cos himself. The political 
- ramifications of the move were clear and 
. largely directed at international observers 
. —the IMF, World Bank and countries at- 
X tending the coming conference of aid 
5 donors to the Philippines in Paris. With 
the devaluatior 1 of the peso and the fuel- 
price rises, the: formal postponement of 
the MIPs again proved Marcos was willing 
. to take remedial measures despite their 
_ political implications to help the economy 
. along. 
- — In fact, the announcement changes lit- 
_ tle, as most o'f the projects affected were 
v unlikely to miet the technocrats’ own test 
of viability. ! Most difficult, Marcos said, 
. was the que'stion of financing. Realisti- 
cally, the pro jects could not be supported, 
. he said, given the global investment cli- 
— mate, tighte ning credit arid the country's 
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— MIP package was estimated at US$6 bil- - 
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industrial projects are 


leferred or cut for a total US$3 billion saving 
B Leo Gonzaga and Guy Sacerdoti vi *n 


balance-of-payments position. Again, 
Marcos was acceding to the IMF standby- 
credit programme, 

The projects being shelved include a 
pulp and paper complex, a petrochemical 
plant, an. aluminium smelter, a pro- 
gramme to produce alcogas as fuel from 
sugar and the high-range portion of the 
government's diesel-engine project. The 
integrated pulp and paper project was 
worth US$200 million and was to have 
been undertaken by the Paper Industries 
Corp. of the Philippines (Picop) which has 
debt problems and is in need of govern- 
ment help. The area for the mill, in Bislig, 
Surigao Del Sur, was the victim of a bad 
storm last year which damaged Picop's 
32,000-ha. plantation, further contribut- 
ing to its financial crisis. 

The aluminium. and petrochemical 
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re s n y y ane Xcess a of petrol and a short- 
ge esel fuel. For the reason, 
ange diesel project fell by the 


fi £ 

e t will continue to pursue 
Ps remaining, largely because 
they are already well advanced in either 
construction or negotiation. By and large, 
the plants do make sense economically, 
though major debates continue over those 
not yet under construction, 

The most controversial project cur- 
rently remains the integrated steel com- 
plex, to be built in Iligan.on the southern 
island of Mindanao (REVIEW, June 23). 
Both the IMF and the World Bank have 
expressed doubts over the viability of the 
project — in terms of its cost (US$750 mil- 
lion in suppliers’, credits with local costs 
and syndicated-finagce. portions bringing 
the total close to. US$], billion) and com- 
parative advantage.. But Ongpin's argu- 
ments that all raw, materials would come 
from domestic. products. (high-iron-con- 
tent copper tailings as, feedstock and the 
government's... National. Development 
Co.'s [NDC] Semirara coal project sup- 
plying energy needs) and that extremely 





Trucks on the road: the switch to diesel poses problems. 


plants would be extremely energy-inten- 
sive at a time when the Philippines is push- 
ing plans to reduce imported energy needs 
in favour of locally produced power. At 
the same time, prices for both aluminium 
and various petrochemicals are very de- 
pressed. Furthermore, the government 
was unable to find suitable contractors to 
help finance the estimated US$1 billion 
the two projects would cost, with terms 
attractive enough for the government. 


A; for the alcogas programme, the P7 
billion (US$636.36 million) estimate for 
building the 12 major alcohol distilleries 
and the 35 smaller units became academic 
when many local commercial vehicles 
were persuaded to switch to diesel en- 
gines, which cannot use alcogas, instead of 
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good financing terms are being offered by 
both Japanese and British contract con- 
sortiums, have eased some of the worries 
about it. 

It remains to be seen, however, which 
part of the loan package and how much 
would come under IMF debt ceilings since 
negotiations are still continuing over in- 
terest accruing on the loans during the 
five-and-a-half-year grace periods. Cen- 
tral Bank of the Philippines governor 
Jaime Laya, in a letter to Marcos explain- 
ing the rationale behind the recent devalu- 
ation of the peso, said the cost of the steel 


complex was being scaled down. Japanese 


officials involved in the contract negotia- 
tions for the first phase of the project are 


worried that this may mean a reduction of 


up to 50% in the initial planned capacity of 
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COs: confirmed that the steel complex pro- 
| ject was still on and that negotiations were 
continuing on schedule. | 


While Ongpin maintained that the post- - 
ponement of the four projects plus half of 


a fifth was "the right thing to do in view of 
the present difficult situation," he added 
that it would be wrong tó postpone the 
steel project. Given the exceptional 
financing, the country would be : saving on 
balance-of-payments deficits by using less 
imported steel prodücts before major pay- 
ments added to debt: service. 





T* US$250 milliói copper smelter and | 


refinery, the US$100 million cocoche- 
mical plant and the current project will not 
be touched by recent moves. The copper 
smelter has already been built and will be 
officially inaugurated : this month, though 
it has been on stream'siice early May. The 
Philippine Associated Smelting and Re- 
fining Corp., a consortium of copper pro- 
ducers and the government, finally agreed 
on a pricing formula, though the copper 
producers complained- that Japanese 
smelters were charging less, even with 
-extra freight costs. 

The cocochemical plant has been 
needed for some time and United 
Coconut Chemicals Inc., a subsidiary of 
the United Coconut Planters' Bank, along 
with a member of the West German Lurgi 
group, is building the US$100 million 
complex. The cocochemicals will replace 
petroleum-based imported raw materials 
for soaps, detergents and other products. 

The cement project is a multi-phased 
scheme designed to rationalise an ineffi- 
cient industry. Nine of 17 target plants 
have already converted: to «coal-fired 





energy sources. A government controlled, - 


| million tonnes-a-year cement plant to be 
built on Semirara island is due to become 
the subject of negotiation between the 
NDC and the Soviet Union, but little has 
happened yet, as Ongpin wants a counter- 


trade deal with the Soviets, using non-- 


traditional Philippine exports. 

Of the remaining projects, two are 
about to reach production stage. The 
US$350 million fertiliser complex of the 
Philippine Phosphatic Fertiliser Corp. is 






| Cambodia raises rice s production substentiatly — with | 
a little help from improved weather conditions 


By Francois Nivolon 


Phnom Penh: Rice production in Cam- 
bodia grew substantially during the 1982- 
83 crop year. Ministry of Agriculture fig- 


ures show that total paddy output (includ-- 
ing a minor crop in August iir to. 
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crease of neürly 3 1% over the "E 
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climatic conditions that helped offset the 


effects of a prolonged drought in six pro- 
vinces: Prey Veng, Svay Rieng, Kandal, 


Kompong Speu, Takeo and Kampot. 


However, this achievement still falls 


short of the 3.8 million tonnes produced 
from 2.4 million ha. in 1969-70, or before 
the flare-up of armed hostilities here. 
Also. 


a rice-supply deficit of around 100,000 
tonnes for this year, with milled-rice 
stocks forecast at 915,000 tonnes (after 
setting aside seeds needed for the next 
planting and losses from pests). 

A shortage of fertilisers, farm imple- 
ments and work animals may prevent 
further growth. This is exacerbated by a 
lack of pesticides that leads to losses from 
infestation by insects and rodents. Also, 
the quality of training in basic agriculture 
among the local cadres remains low. 

The situation in Prey Veng province 
illustrates this threat to further expansion 
in agriculture. Before the war, Prey Veng 
was Cambodia's second-richest province 
— after Battambang. It is now among the 
poorest. Except for its production of fruit 


(mainly mangoes and bananas) and to- 


bacco, agricultural output is low. 
The director of the local agriculture ser- 
vice in this province told the REVIEW that 


` paddy output for 1982-83 reached 247,000 


expected to come on stream this year, as is | 


the US$60 million low-horsepower diesel- . 


engine plant of Pilipinas Engine Co. A 
US$100 million heavy engineering plant 
run by the NDC is still in the financing and 


equipment-supply stage and it is quite pos- | 


sible that its capacity could be cut back. 

Although all the projects have had their 
share of criticism, both from economists 
and businessmen — who felt the govern- 
ment should channel scarce resources 
elsewhere — the fate of at least the 
aluminium and petrochemical complexes 
was always in question. But as a policy 
statement embodying a commitment to 
enforced austerity, officially postponing 
the projects should aid the Philippines’ 
position, particularly in the run-up to the 





tonnes, from a crop area of 207,000 ha. A 
small production excess of 30,000 tonnes 
over the province's requirements was sold 
to the government. For the present crop 
year, however, Prey Veng can only hope 
for an acreage increase of 10,000 ha., ac- 
cording to the director. The entire pro- 
vince has at its disposal only 10 tractors 
and 156 motor-ploughs. There is also a 
shortage of fertilisers and farm animals. 
Cambodia's gains in agriculture, ac- 
cording to the Ministry of Agriculture's di- 


rector for planning Chea King, resulted 


mainly from assistance from socialist 


countries, — in particular Vietnam and 

the Soviet Union — and from such organi- 

sations as the FAO. “But we lack experts. 

There are ony 10: pagonomy or agriculture 
| ers | The: 









“dë | piant anothe: 


- | ones. King explained: “Only a 
| year is operating in Battamba 


“Op | 4 phates plant, one with a. 50, 00- 
13 ‘million has asa iesu t Ot tiprovel E 


national organisations and from th 
Union, with which it barters th 
į for rubber. It also needs more cem 
| small hydraulic works, though! 
the United Nations’ Food and _habilitation of a cement plant à at. 
Agriculture Organisation (FAO) predicts |- 


| Ting is now being studied, to compl 





.sugar plant from Czechoslovakia. 
» A total of 20,000 ha. of rubber est 
















complained King. He said ther 
1.5 million draught cattle at pres 
pared to 3 million in 1969 and 600 
1979. King also cited a lack of tract 

Only 20% of the nation's ri 
benefit from fertilisers, includin 
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producing 2,000 tonnes of phospt 







ject for the rebuilding of a 









year output, in Kampot provinc 
survey by the Soviet Union." | 

Fertilisers are not the on 
bodian agriculture lacks. King 
cides come in small quantities 





























PRODUCTION OF MAIN 
AGRICULTURAL PRODUCTS 
eee PADDY) 


“fin 000 tonnes} 


Maize | 
Tobacco 
Palm sugar 
Sugar cane 
Peanuts ^ 
Jute 
‘Kapok |. 
x tl 
epper 
Rubber 
— big estates 
— planted area (hectares) 
— exploited area (hectares) 
— young plantations, not yet 
exploited (hectares) 


Sources: 1982 data from the Ministry of 
Agriculture, 1969 data from the Nationa ju 
of C ambodia : 































"insufficient quantities" coming 
Soviet Union and international bodie 
And agricultural problems. are. n 
limited to rice-planting: 
» Pepper plantations i in Mapot pre 
destroyed in the fighting, are beginning. 
be rehabilitated but production is still lo 
» Coffee is no longer grown. i 
» Only 250 ha., or 5076 of the plan 
area, is planted to cotton. 
» The sugar industry is largely run 
hand following the destruction of a pali 


was lost through the fighting, leaviz 
young plantations to be exploited. M: 
trees are too old to be tapped. In 1 
11,700 ha. of hevea trees were under 
ping and output came to 9,200 
Cambodia is seeking Soviet assistar 
A Aa tohevea 












SHIPPING 





Sumitomo shipyard: are the numbers right? 





An armada is sighted 


A Japanese company's massive building programme 
could signal an end to the protracted global slump 


By George Lauriat 
OQ: sign that the international shipping 
market may have turned the corner 
comes from Japan. Orders from Sanko 
Steamship Co. call for a remarkable 81- 
vessel newbuilding programme, all of the 
ships being bulk carriers of 38-39,000 dwt. 
The orders, of which 14 for delivery in 
1984-85 have been firmly placed so far, 
could be worth * 49 billion (US$204 mil- 
lion) in total and have already led to a 
marked firming in prices — up to 20% in 
some cases — in Japanese yards where 
they have been placed. 

The vessels are designed to carry a wide 
variety of cargoes such as grain and coal 
but also are small enough to cater for scrap 
steel and waste paper, giving maximum 
flexibility in the current depressed state of 
the freight market. They are also small 
enough to trade in most Asian ports. 

Sanko is often described as the "lone 
wolf" of Japanese shipping because during 
the 1960s it was the only major Japanese 
shipping company to resist government 
pressure on the industry to consolidate 
into five major shipping lines. Its reputa- 
tion as an outsider was reinforced in the 
early 1970s when the company ordered 75 
tankers of 80-95,000 dwt. Twenty-one of 
these were subsequently cancelled after 
the first oil shock. 

The purpose of this original “Sanko 
deal," as it was soon labelled in the indus- 
try, was to corner the market on the larger 
sized product carriers and medium tank- 
ers. Many of these orders were so-called 
shikumisen deals whereby Sanko placed 
the order through an offshore company or 
through a foreign owner such as Hong- 
kong's Sir Yue-kong Pao and bareboat 
chartered the vessels. The original pur- 
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pose of the shikumisen system was to take 
advantage of Exim Bank financing for 
export ship orders and likewise to employ 
as little upfront capital as possible. 


he latest batch of new orders has some 

of the same characteristics. The actual 
newbuilding orders were placed by 
Sumitomo, a major trading house with a 
small, direct shareholding in Sanko, 
rather than by Sanko itself. As with the 
original shikumisen formula, the vessels 
are then to be placed on long-term 
charters back to Sanko. Also in keeping 
with the original shikumisen method, 


DRY CARGO FREIGHT RATES 


FROM US TO JAPAN 
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Sumitomo will set up an offshore company 


in Liberia to handle the leasing. This way, 
the vessels will presumably enjoy conces- 
sional financing from Japan's Exim Bank 
and can be crewed by non-Japanese crew, 
thus saving on costs and problems with 
labour unions. 

Sumitomo is understood, too, to have 
sufficient work in its own right as an inter- 
national trading house to keep at least 
some of the vessels employed. The trading 
house is involved in shipping scrap metal, 
ores, oil, coal, fertilisers and bulk plastics. 
The new formula has some advantages 
over its predecessor inasmuch as all the 
companies are Japanese-controlled; this 
saves the potentially embarrassing situa- 
tion where a Japanese shipping company 
might default to a foreign company, as 
nearly happened with. Japan Line and 
Pao's World-Wide Shipping Group. Simi- 
larly, the offshore company allows the 
greatest tax relief and manning options for 
the Japanese shipping companies; and 
since the trading houses control commod- 
ity movements, there is a built-in source of 
cargoes. 

The immediate impaet of the Sanko or- 
ders has been a firming of prices in Japan- 
ese shipyards. Sumitomo itself has ship- 
building interests. The Japanese vards feel 
the Sanko orders are probably the begin- 
ning of a new wave of domestic orders and 
that, with their reduced shipyard capacity, 
the new orders will justify higher prices. 

The question that shipowners world- 
wide are asking is whether Sanko has got 
the numbers right. After the over-order- 
ing of bulk carriers in 1980-81, shipowners 
are still wary, particularly with such an 
enormous amount of laid-up dry-carg 
tonnage. 

However, spot rates have firmed, there 
has been an increase in time charters — in- 
dicating that charterers do not think that 
freight rates will drop in the near term — 
and shipyard prices are on the rise. There 
undoubtedly is still a long way to go but 
the Sanko orders might be the beginning 
of the end of the world's longest and most 
severe shipping slump. 

Freight rates, mean- 
while, have begun to stabi- 
= lise and lower oil prices are 
i Slowly stimulating Western 
š economies. It seems pos- 

sible that by the fourth 
quarter of 1984, freight 
rates could be back around 
the same levels as in 1981. 
It probably will not exactly 
be the bull bulk market 
that shipowners had in 
mind. There are indica- 
tions that the steel indus- 
try, for example, will not 
generate the amount of 
shipments that it did in the 
past because of the use of 
less ore and more scrap 
steel (whichisoften found 
at home) and the substitu- 
tion of other materials in 
the vehicle and construc- 
tion industries. But it is a 
way out of the trough. 
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Canon Personal Cartridge Copiers. 


VE: Whatever size 
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After about 2000 copies, 
simply snap in a new cartndge 
and start fresh 


your business, 

Canon has just the 
J tools to put greater 

efficiency within your 


The PC-10 and 
PC-20 Personal 
Cartridge Copiers, 


the world's smallest and lightest plain paper 


copiers. 


In executive offices, they solve the problem 
of copying confidential documents. And for 


small businesses, they're infinitely more 


convenient and economical than racing out to 


the nearest copy shops. 
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Canon's done it with a revolutionary new 
copying system. All the important copying 
elements are inside a convenient cartridge 
good for about 2,000 copies. When it's used 
up, you simply replace it with a new one. The 
PC-10 and PC-20 even offer a choice of three 
different colors — black, brown or blue — just 
by changing cartridges. No other copier is as 
compact, easy-to-use, service-free, or affordable. 

Canon Personal Cartridge Copiers. They're 
specially made for really important work. Yours. 


Personal Copiers cscs ic roo. sean 





Title 








Company 








Address 





Telephone 











| 


PHILIPPINE PLAZA 
AT 40% OFF 


The Midyear Bonus is Back! 
June 1-September 30,1983 


The Philippine Plaza brings back 
the Midyear Bonus, now on its 
4th fantastic year! 4096 off on 
published room rates! 











A one-of-a-kind offer from the 
one-of-a-kind hotel. Come, share 


in this great Westin tradition. ‘Lhe 
© Giant Panda 
west ores needs your help 
Philippine Plaza to Survive 


WWE Kojo Tanaka BCL 





Manila’s only seaside resort NCE every eighty to a hundred years the 
i bamboo forests in China's Sichuan 
* Subject to availability. Not applicable to previously Province, burst into flower and then die off. And 


that's bad news for the Giant Panda, which 


me "s EC : : 
confirmed group rates. depends for its survival on huge amounts of 







For reservations, call your Travel Agent, bamboo. | | o 
the Westin Hotel in your city or Philippine Plaza But that's just one of the problems facing the 
832-0701. Cable: PHILPLAZA. Telex: 40443 Panda: 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 

A Sichuan Province. 
Stet Sere A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


FILPLAZA. 





Please send contributions to the WWF 
National Organisation in vour country or direct to. 
WWF International, 1196 Gland, 

Switzerland. 
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"Philippine Plaza's Midyear Bonus has me back again!” WORLD WILDLIFE FUND 


WWF acknowledges the donanon of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 





If you are interested in China 
here's a double-barrelled offer 








you cannot afford to pass... 


The China 
Official Annual 
Report 1982/83 


All the information 

on China you'll ever 
need! 

Now only US$60.00 


The 939-page China Official Annual Report ts without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What is it? 

The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
Company, a group of dedicated professionals who know 
China intimately. The result is a book of unmatched 
breadth and depth. 

Who needs it? 

Completely indexed, the COAR 1982/83, like the Law 
Annual, places thousands of facts and bits of information 

at your immediate disposal. And like its companion 
publication the COAR is essential to businessmen, 
financiers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
Liberal use of charts, maps, tables and colour photos 
makes the COAR enjoyable as well as informative 
reading. 

How to get it 

Order your copy(s) now by simply completing the 
coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). 





Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 

China’s legal system. 
Now only US$85.00 
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The continued redirection of China’s priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single handy 
up-to-date volume. 

What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 
indicated address. 


Order both books and save US$15.00. Clip and mail this coupon today! Send to: 


| A) LJ Please send ........ copy(s) of | B) |] Please send 
The China Official Annual | 
| Report 1982/3 for which I 


enclose US$60.00 per copy. | 
For surface mail delivery 

add US$7.00, for airmail | 
delivery add US$17.50. 


Sendto: Name: 


Re copy(s) of 
The Law Annual Report of 
China 1982/3 for which I 
enclose US$85.00 per copy. 
For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 
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Buy both and save US$15.00 | 


| C) U Please send ........ set(s) of both | 
| The China Official Annual | 

Report and Law Annual Report 
of China 1982/83 for which | | 
| enclose US$1 30.00 per set. 


For surface mail delivery | 
add US$14.00, for airmail 
EE AET z delivery add US$35.00. | 
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At sea, on land and in the air, Nedlloyd is on the move: 
Providing a major worldwide transport capability fundamental to 
the economies and well-being of developed and developing 
countries alike. 

Providing a broad range of supporting specialised port 
facilities and forwarding know-how internationally, to complete 
the link in the transport chain. 

Today, we are also active in the important energy field, 
with substantial offshore operations. m 

Simply to be one of the largest and best 
equipped companies in the business is not 
enough. It takes over 18,000 Nedlloyd 
personnel all around the world using their 
experience, expertise and professionalism 
to make the service really work. 

However large we become, we 
never forget that Nedlloyd is still about 


people serving people. 
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Nediloyd Group 


Royal Nedlloyd Group N V., 
21 Houtlaan, P.O. Box 487, 3000 AL Rotterdam 
Phone (010) 177911. Telex 27087 





WORLD ECONOMIES 


Signs of growth pains 


The IMF's forecast for recovery is restrainedly upbeat, though 
protectionism poses a threat to developing countries 


By Richard Nations 


Washington: The International Mone- 
tary Fund's annual survey of the global 
economy, the World Economic Outlook, 
reflects growing optimism that the longest 
post-war recession may have ended fi- 
nally, and that .— with inflation in the in- 
dustrial countries apparently under con- 
trol — the prospects for a prolonged 
period of “durable growth" are now much 
brighter. 

World trade is expected to grow in 1983 
— for the first time in three years — and to 
continue at a "considerably more rapid 
pace" into 1984. But the IMF warns that 
this expansion will be modest and vulnera- 
ble to protectionist pressures. Moreover, 
the fragile recovery now under way in the 
United States may be crushed in early 
1984 if budget deficits are not brought 
under control. 

Real gross national product growth in 
the industrialised countries is expected to 
increase this year by only 1.5% over 1982, 
but this masks a stronger surge of about 
3% in the second half which is projected to 
carry over into 1984. 

The US leads the recovery with growth 
expected at 4% this year, slowing to 3.5% 
in 1984. The 15% fall in oil prices early in 
1983, together with declines in US real in- 
terest rates, is expected to spread the 
growth impulse to Europe by the end of 
the year "and this should become more 
firmly grounded in 1984." Japan, which 
showed the best performance against the 
recession, is expected to sustain the 3% 
growth rate in 1982 into this year. 

Primary commodity prices are expected 
to rise by a modest 5% in 1983-84, and this 
together with lower energy prices is ex- 
pected to arrest the deterioration in the 
terms of trade of non-oil-producing de- 
veloping countries (or LDCs) which has 
continued for five consecutive years. 
Overall real GNP growth this year for 
non-oil LDCs is projected to rise to 2- 
2.5%. If, however, the recovery is secured 
in the industrialised countries, Third 
World growth is projected to strengthen 
to about 4.5% between 1984-86. 

The increase in Third World debt this 
year is expected to be matched by a 
growth of export revenues, and this, com- 
bined with the rescheduling of about 
US$20 billion of long-term debt due this 
year, significantly reduces debt-service 
ratios — down by as much as a third in the 
case of key Latin American borrowers. 
Growth in the industrialised countries and 
open world markets will bring the Third 
World debt problem into manageable 
bounds over the medium term, the IMF 
says. 

However, the fund detects dangerous 
protectionist trends which could deny the 


FAR EASTERN ECONOMIC REVIEW e JULY 7, 1983 


LDCs the stimulation of growing export 
markets as the recovery gathers pace in 
the industrialised economies. "Recent 
developments pose a threat of prolifera- 
tion of trade restrictions, with potentially 
severe consequences for the liberal inter- 
national trading order," the IMF report 
says. 

The concept of "fairness" in trade has 
shifted the policy debate away from liberal 
versus protectionist principles. The in- 
creased legitimacy of intervention in in- 
dustrialised countries has promoted trade 
restrictions, sometimes in the name of 
preserving the open-trade system. And 
the LDCs restrict imports and subsidise 
exports “often motivated by balance-of- 
payments reasons. It cannot be stressed 
too emphatically that the pressures of pro- 


Reagan: relying on a strong dollar. 


tectionism are severe and that yielding to 
them could have very serious conse- 
quences for the growth of world trade,” 
the report says. 


here is also a shadow over the US re- 

covery. The signs of growth in the US 
economy had improved in the week fol- 
lowing the publication of World 
Economic Outlook, raising some esti- 
mates of second-half performance to as 
high as 6%. But most still agree that in- 
vestment is disappointing and that growth 
will wither unless the current consumer- 
led expansion is followed up with a major 
surge in capital spending. 

Investment, however, is inhibited by 
high interest rates. Faced with a political 
deadlock with congress which is likely to 
keep deficits in the US$200 billion range 
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in the medium term, the administration of 
US President Ronald Reagan has decided 
to rely on a strong dollar to sustain re- 
covery. This works by generating massive 
deficits both on the current account 
(US$25 billion) and trade balance 
(US$60 billion). The trade deficit helps 
the US to transmit the recovery to its trade 
partners by sucking in imports, while the 
current-account deficit requires large cap- 
ital inflows to finance itself. 

The Reagan administration is counting 
on large capital inflows from abroad to 
help finance investment and spur the re- 
covery when consumer spending tails off 
in early 1984. Unless a political formula is 
found to cut the budget dramatically, de- 
ficits are projected to soak up almost all of 
the US private savings until the end of the 
decade; seriously crowding out invest- 
ment. Behind the Treasury's refusal to in- 
tervene against an overvalued dollar is this 
basic notion that capital inflows attracted 
by a strong dollar are necessary to com- 
pensate for budget deficits’ drain on pri- 
vate savings. 

Reagan administration officials, how- 
ever, recognise how precarious the stra- 
tegy is. “The rise in the dollar is a safety 
valve that reduces pressure on domestic 
interest rates; the in- 
crease in the trade de- 
ficit allows the extra 
demand generated by 
the budget deficit to 
spill overseas instead 
of crowding out do- 
mestic investment,” 
Martin Feldstein, 
chairman of the presi- 
dents Council of 
Economic Advisers, 
said in a speech on 


April 19. 
But Feldstein also 
acknowledges that 


the strong dollar ag- 
gravates protectionist 
pressures, particu- 
larly in an election 
year. “We must not 
allow Strategic 
policies to develop 
into a trade war that 
weakens the world 
economy,” he said, 
Ironically, the conservative Reagan ad- 
ministration has been forced to adopt 
what amount to Keynesian policies’ of 
huge budget deficits to stimulate domestic 
growth and — via a large trade deficit — 
the world economy as a whole. That pro- 
tectionism will not overwhelm the growth 
stimulus is the very fine balance on which 
the strategy is hinged, 

The main test today appears to be in 
France where the collapse of the franc has 
generated new pressures to reflate behind 
protectionist barriers, The next battle- 
ground could be in the US itself, if the 
strong dollar-induced capital inflows do 
not trigger the investment surge hoped for 
by the administration, or if the administra- 
tion gives in to protectionist pressure in 
order to promote its chances during the 
election in 1984. 
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Seoul's hi-tech conduit 
South Korea’s first venture-capital A na 
gets a shot in the arm from the World 


— By Reginald Child 

_ Seoul: The International Finance Corp. 
= (IFC), the World Bank affiliate which 
= promotes private enterprise in developing 
countries, in June signed a loan agreement 
to provide a total of US$1 million to the 


j first South Korean venture-capital com- 
Dn. Korea Development Investment 
Co. (KDIC). 
J COMMODITIES =. 
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hi By S. Kamaluddin 


. Dhaka: Bangladeshi tea was hot in great 
- demand abroad until the late 1970s be- 
- cause of its low quality. But anjimprove- 
ment since 1980 has boosted su tially 
- its demand and pricey Tea production in 
Bangladesh during fiseal 1982-83, .ended 
- in June, has been estimated at 92 million 
2 - lb, up by t million Ib from de “ie but 2 
million Ib short of the target. 7^ | 
Tea exports for fiscal 1982- s3litdiiincd 
"at 69 million Ib as in the previous fiscal 
year but export earnings went up to Taka 
E 1 1 billion (US$44.6 million) from Taka 
million. The 45% increase in export 
d Bus: from the same quantity of tea re- 
‘sulted from a rise in the--price - of 
a Bangladeshi tea and a depreciation. of 
‘about 10% in the taka’s gn against the 
3 US dollar. vds 
— According to A. S. M: 
member of the. Bangladesh 
p which regulates the industry, the average 
- London auction price for Bangladeshi tea 


— which was only 81p (US$. 24) albin 1980- 


81 went up to 101p in 1981-82 and to 122) 


in 1982-83.-This calendar year;;the- price: 


has averaged 133p so far. There was'ü gap 
of about 12% between the average Lon- 
don auction price 
price during 1981 ANZ though this fell to 8% 

in 1982-83, " 
—.  Sobhan hopes that “by -11984-85 
_ Bangladeshi tea will catch up, in-terms of 
both price and quality, - with’ global 
standards. The Bangladeshr ‘ets 
. is à century old, Im the 1960s when 
Bangladesh was part of Pakistan; domes- 
tic consumption went up.dramatically and 
Bangladeshi tea not only disappeared 
from the world market, the eountry also 
became à net importer of tea from 1964. 
During the Pakistan period (until- 1971), 
. the area planted to tea increased. from 
75,000 acres in 1947 to more thafe 107,000 
acres in 1970 and tea production likewise 

. 52 , 
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" ve now, Bangladesh launches. 
uality and output 


an, a 
ea. Board. 


and the Bangladesh tea 


KDIC was established in December 
1982 — with an initial paid-up capital of 
Won 350 million (US$455,000) — by 
seven of South Korea's longer-established 
short-term finance companies: the Korea, 
Seoul, Han Yang, Daihan, Orient, Cen- 
tral and Jaeil investment and finance cor- 
porations. The IFC loan, which has yet to 









rose from 41 million Ib to 69 million Ib. 

Since the industry had a captive domes- 
tic market, no attempt was made either to 
improve the quality of tea or to modernise 
factories for better yields. As a result of 
this long neglect, when Bangladesh, after 
emerging as an independent country, tried 
to market its tea abroad, it met extremely 
peor response. / 

William Murdock, genéral manager of 
Duncan Brothers (one of the three British 
tea companies in Bangladesh), who has 
spent more than 30 years in tea here, tóld 
the REVIEW: “Efforts for the improve- 
ment of quality of tea*really "began after 
liberation. Modernisation of. factories 
started during this time and we really be- 
came conscious aboyt.a better way of tea 
plucking. There has been an Overall im- 
provement.” 

During. the 1971: war for eration, 
many Small tea éstates were w 
pan ons suffered, Accafdi ing to the 

Bangladeshiyo Cha Sangsad (Bangladesh 
Tea Assóóiation); at thé begingiingof 1981 
the total ‘afea under .plantátión was 


d.out and 


go through the expected final ápproval 
procedures of the Seoul authorities, will 
be used to raise KDIC's funding to Won 6 
billion. The seven finance companies are 
increasing their involvement to Won 750 
million each. 

KDIC is regarded as South Korea's first 
fully fledged venture-capital corporation. 
Two others, the Korea Technology Deve- 
lopment Corp. and the Korea Technology 
Advancement Corp., are more directly in- 
volved in research and development. 

KDIC will provide financial support to 
promising high-technology businesses and 
will foster:'small and medium-sized firms 
that engage in research and development. 
It will provide financing to enterprises re- 
quiring:new sources of equity investment 


100,773 acres of which more than 46% was 
under the! three British cómpanies — 
Jamés Finlay, Duncan Brothers and Shaw 
Wallace; With their better- -managed gar- 
dens, the three contributed about 56% of 
the total production. The other two main 
producers: were the National Tea Co. (a 
government-owned group) and M. M. Is- 
pahani. ‘A few other proprietary gardens, 
as they are called, owned by Mrs Laila 
Rahman Kabir, Asaf Ali, Sunnat Chowd- 
hury and Ahmedul Kabir, also produce 
good tea which fetches high prices. 

In association with the tea estates, in- 
cluding the British companies, the govern- 
ment is now implementing a Taka 1.5 bil- 
lion tea rehabilitation project designed to 
increase per-acre yields of quality tea and 
reduce production costs; rehabilitate and 
modernise existing factories and establish 
three central factories for the smaller tea 
estates; ensure better use of vacant land 
through crop-diversification programmes, 
and take welfare measures to create a 
healthy labour force under trained and ef- 
ficient management. 


he project is being financed partly with 
a £22: million grant provided by Bri- 
tain under its Overseas Development As- 
sistance Programme and 6.6 million 


European currency units (US$7.5 million) 
provided by the European Economic 
Community. Since the British aid is tied 
(purchases from proceeds must be made 
in Britam) and cost of British machinery is 
high; the government is giving a 20% sub- 
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but which are not sufficiently large or well 
known to approach South Korea's fledge- 
ling public equity market. Funds will also 
be provided on favourable terms to enter- 
prises applying the latest techniques; 
KDIC will expect returns only when pro- 
fits are earned by the enterprises 

Although the company is still in its early 
stages, the IFC is planning an additional 
US$1 million involvement while the Asian 
Development Bank and financial institu- 
tions in West Germany and Britain are 
also considering participation. 

KDIC's formation appears to be timely. 
With South Korea's more traditional ex- 
port products facing growing restrictions 
from the industrialised world and compe- 
tition from newer producers among the 


sidy on all imports from Britain. (The 
money received by the government. as 
grants from foreign sources is usually pass- 
ed on to local users in the form of interest- 
bearing loans.) 

The basic idea behind the tea rehabilita- 
tion project is to increase per-acre yield 
from 900 Ib at present to about 1,300 Ib 
by 1991-92 and about 1,600 Ib by the year 
2000. (India and Sri Lanka, two major tea 
producers, turn out an average of about 
1,500 Ib an acre.) 

Among the tea industry's problems, the 
most worrying is land tenure. The govern- 
ment used to give tea estates their land on 
lease for five years. Certificates for such 
lcases expired in 1977 and no new certifi- 
cate has been issued. The land under tea 
could be taken away from the estates at 
any time, but the government has not vet 
exercised that prerogative. 

Nonetheless, tea estates have applied 
for long-term lease contracts with the gov- 
ernment. Having been checked by the tea 
board, these applications are now with the 
Ministry of Land and Land Reform which 
has been sitting on them for some time. So 
the uncertainty continues 

Among the buyers of Bangladeshi tea, 
Pakistan has since 1975 been the biggest; it 
has bought so far 56% of exports during 
the current year. Other major buyers are 
Egypt (15% of total sales so far) and Brit- 
ain (more than 14%) 

Bangladesh also has achieved some suc- 
cess in exporting packet tea during 1982- 
83 — 550,000 Ib compared to only 46,000 
Ib in the previous fiscal vear. Of this, 6895 
was exported to Poland, 29% to Afghanis- 
tan and the rest to Pakistan and Saudi 
Arabia. 

Three tea-packeting companies — M. 
M. Ispahani, James Finlay and Elite Inter- 
national — are also involved in export. Is- 
pahani accounted for more than 45% of 
1982-83 exports while the rest was equally 
shared by the other two 

The breakthrough for Bangladesh in 
the export market is noteworthy in that it 
has been able to penetrate this very com- 
petitive market despite cash subsidies of 
21% and 13% being given for packet-tea 
exports by Sri Lanka and India respec- 
tively. Bangladesh's packet-tea exporters 
are now demanding matching subsidies to 
boost their competitiveness T 
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developing countries, the government is 
anxious to promote the development of 
sophisticated high-technology products. 
But the US$4,3 billion total annual 
research-and-development investment is 
equivalent to only some 0.8% of the gross 
national product and amounts to only 
about 3% that of Japan. In addition, 
small and medium enterprises that else- 
where have been important in the deve- 
lopment of high-technology products are 
currently facing difficulties in obtaining fi- 
nance in South Korea. The government is 
pursuing a tight monetary policy and the 
major banks have virtually no room for 
additional lending given their heavy in- 
volvement with the large corporations. 
The setting up of KDIC marks another 





step in the upgrading and broadening of 
South Korea's still relatively unsophisti- 
cated financial system. The IFC has long 
been involved in this process, having loans 
and/or equity participation — the out- 
standing total was 1US$16.7 million at the 
end of 1982 in South Korea's Long: 
Term Credit Bank, the first short-term 
finance firm (Korea Investment and Fi- 
nance Corp., a central funding institution 
for stockbrokers), Korea Securities Fi- 
nance Corp. and Korea Development 
Leasing Corp. 

By improving the quality of, and remov- 
ing controls on, the institutionalised finan- 
cial system, the government hopes to at- 
tract speculative funds from the unofficial 
kerb money market. i 


HOW MUCH DOES A GOOD MICROSCOPE 
HELP YOUR RESEARCH WORK? 


This is a question you can easily answer: when you have a fine instrument 
a lot of your work depends on it. And sometimes more. The new range of 


our research microscopes includes: 


e MC 7 research microscope for biology and medicine. 
Maanifying power from 32 x to 2000 x with standard equipment and 


up to 4000 x with optional equipment 


e MC 6 research microscope for metalworking, metallography, 


mineralogy and geology. 


Magnifying power from 50,4 x to 1250 x with standard equipment and up 


to 2000 x with optional equipment 


e MC 9 research microscope in fluorescent light for biology, medicine, 


mineralogy, etc. 
Magnifying power from 37 


x up to 2000 


For detailed information please apply to 


` 
1 


Foreign Trade Company 


Bucharest-Romania: 2. Doamnei St. P.O. Box: 110. 


Telephone: 15 26 53, 





Telex: 10254 a 
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Not with a bang 
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Despite its massive exposure to Hongkong's slumping property 
market, Bank Bumiputra's 1982 account are undramatic 


By Patrick Smith 


Kuala Lumpur: Just before the disclosure 
of Bank Bumiputra Malaysia’s annual re- 
sults on June 27, expectations within the 
banking community here were weighted 
heavily towards a financial day of reckon- 
ing. After months of official investigations 
into the lending activities of the bank's 
wholly owned: Hongkong finance sub- 
sidiary, Bumiputra Malaysia Finance 
(BMF), a substantial loss was expected to 
be recognised in the accounts covering the 
year to December 31, 1982 — a loss suffi- 
cient, as one banker recently speculated, 
“to knock a large hole in the bank's overall 
balance-sheet." Management changes at 
the bank, including the dismissal of as 
many as three board members, were also 
widely expected. 

Such expectations were not realised. In- 
stead, the parent bank reported a nominal 
loss for BMF and avoided almost all men- 
tion of the finance company's troubled 
loan portfolio. The bank's tone with re- 
gard to BMF's activities was highly defen- 
sive. "The sudden and sharp fall in the 
property market in Hongkong caused dif- 
ficulties to many companies there and 
many faced difficulties in servicing their 
loans from banks and other financial in- 
stitutions," the chairman's statement said. 
“BMF had its share of such loans and, in 
accordance with normal practice, such 
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provisions as were considered prudent 
and necessary have been made in the ac- 
counts of BMF." 

At issue since late last year have been 
the credits extended by BMF to a number 
of Hongkong property developers during 
— and, it now appears, subsequent to — 
the Hongkong property boom of 1980-81. 
With the collapse of the market, three of 
the unit's largest borrowers — Eda Invest- 
ments, Carrian Investments and property 
speculator Kevin Hsu — were forced to 
seek debt-rescheduling plans with cre- 
ditors. 

Together with credits to a number of 
smaller property developers, the vulnera- 
ble loans in BMF's portfolio have been es- 
timated to be worth some M$6-700 million 
(US$258.6-301.7 million). The subsidiary 
was initially capitalised in 1977 at HK$2.5 
million (US$349,162); share capital was 
increased to HK$75 million in 1981. 


p expectations of a detailed expla- 
nation of the credits were high in part 
because of the bank's ownership: its two 
shareholders are the Finance Ministry 
(30% ) and Permodalan Nasional Bhd, the 
government equity corporation set up in 
1978 to aid in the redistribution of corpo- 
rate wealth to bumiputras (Malays and 
other indigenous peoples). The size of the 


credits also raised the question of culpabil- 
ity among senior officials of the bank and 
the Finance Ministry. These factors were 
expected to outweigh any impulses the 
bank might have had to withhold disclo- 
sure of its potential liabilities in Hong- 
kong, even though it could do so within 
locally accepted accounting procedures. 

It was widely thought that specific pro- 
visions would be made for losses incurred 
on loans to Eda, which went into liquida- 
tion in February, and to Kevin Hsu, which 
began a reorganisation late last year. 
These loans totalled US$36 million and 
roughly US$120 million respectively; an 
additional US$36 million lent to separate 
companies and secured by Eda chairman 
Chung Ching-man also is still outstanding. 
Accompanying this, banking sources ex- 
pected, would be an accounting qualifica- 
tion for BMF's credits to Carrian, the 
amount of which has not been disclosed. 
Carrian i$ still seeking a satisfactory re- 
organisation plan. 

The chief concern in banking circles 
here was simply the magnitude of the loss 
Bank Bumiputra chose to recognise. De- 
pending on this, intervention by Bank 
Negara, the Malaysian central bank, was 
not ruled out. All of BMF's now question- 
able credits, including those of undis- 
closed size to Carrian, total close to or 
more than the parent bank's M$644 mil- 
lion in paid-up capital and reserves as re- 
ported at the end of 1982. 

The central bank has conducted one of 
several investigations into Bank 
Bumiputra's activities, the conclusions of 
which have not been disclosed. In April, 
however, the central bank governor, 
Abdul Aziz Taha, criticised BMF's loan 
exposure as "exceeding usual banking 
prudence." 

In the event the bank has effectively 
chosen to sidestep the issue by deferring 
recognition of the losses likely to stem 
from BMF's vulnerable loans. No provi- 
sions were made for these credits among 
the subsidiary's contingent liabilities. The 
Eda debt, guaranteed by Chung, was 
noted as the subject of litigation. No other 
loans were mentioned. 

"These credits are still being carried on 
the books," one banking source said. 
"They have simply put off taking their 
lumps." Contrary to accounting practice 
elsewhere, non-performing loans are not 
classified as such in Malaysia and do not 
have to be reported until they are written 
off as losses. But for the litigation, the Eda 
credit would be the only one to be ac- 
cepted as a loss so far. 

The subsidiary also reported a net loss 
for the year of HK$3.07 million on a 71% 
rise in revenue, to HK$758.3 million. It 
also made a provision of HK$110 million 
for losses on lending, compared with 
HK$32 million in 1981. The group as- 
sumed a tax rate on profits of roughly 
51%, compared with 44% in 1981. The 
higher bracket suggests a number of gen- 
eral (and non-deductible) provisions may 
have been included in the bank's profit- 
and-loss statement. 

The most significant addition to the sub- 
sidiary's financial statement, however, is 
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The word is getting around that Tokai answers from Tokai — answers that mak« ? 


Bank is the place to go for expert international sound financial sense. 

financial assistance. And it's as much a matter The broad Tokai network spans five 

of attitude as it is of know-how. | continents. And at offices around the wor Id 
Tokai is the 27th largest bank in the world, Tokai is proving that they're not only an 

so they're big enough to know what they're informed and competent financial manage »ment 


talking about. But they're also small enough to service, but a concerned international busi iness 
talk straight. Consequently all kinds of people partner as well. 
involved in international business are getting Tokai Bank. Taking charge. 


c TOKAI BANK 





* Assets US$52,440 million according to a listing of the world's 100 largest banks in /nstitutiona/ Investor, July 1982. 
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an auditor's explana tion in reference to a 
note by the parent company. The note 
guarantees the pare nt bank's assumption 
of BMF's liabilities should its borrowers 


= default on their loans. At the same time 


the bank noted a 125% increase in its 
share capital subse quent to the balance- 
sheet date of December 31, bringing 
shareholders’ funds this year to M$1.24 
billion. Bank officials initially indicated 
that bank ownershi p would be maintained 
at current proportions. But subsequent re- 


. ports indicated Pe rmodalan will take up 


the entire new shaire issue, thus reducing 
the Finance Minis try's stake to less than 
20%. 

This increase, together with the parent 
bank's guarantee of BMF's liabilities, are 
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the only concrete indications in the re- 
ports just released that the bank antici- 
pates new losses on BMF's Hongkong 
loans. The guarantee is not mentioned in 
the parent bank's financial statements, 
nor is it clear to whom the guarantee was 
made. But several sources had earlier 
suggested that disagreements between the 
bank and BMF's accountants, Touche 
Ross and Co., may have contributed to a 
delay of several months in holding this 
year's annual general meeting. That the 
auditors thought it necessary to note the 
parent's assumed liability for losses 
suggests they viewed existing loss provi- 
sions as inadequate. Although Bank 
Bumiputra gave a general guarantee to 
the Hongkong authorities when BMF got 


A pollicy of caution 
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Egapore e indust 


"By V. Č. Kulikarni 


Singapore: Despite depressed conditions 
in the world insi irance markets owing to 
economic uncert ainty in 1982, Singapore 
continued to erijoy international confi- 
dence in its pcotential as an insurance 
centre, accordin g to Insurance Commis- 
sioner Law Son;g Keng. However, in his 
annual report tc: the government and the 


— country's parlia ment, Law warned that 


the world econc mic outlook for this year 


— still remained ^; »xrim and uncertain." As a 


result, he adde d, the insurance industry 
will have to “ad: apt to conditions of slower 

emium growt h, keener competition and 
Ower investme! nt income.” ` 

As there are still nagging doubts whe- 
ther the recent: United States’ recovery 
begun in the fir ‘st quarter of this year can 
be sustained, tt ie report hoped that the in- 


- dustry would m iake use of the current lull 
_ in business to r ationalise and computerise 
_ its operations i n order to reduce costs. In 


1982 five new firms — one direct insurer 
and four professional reinsurers 
opened up in S ingapore, bringing the total 
to 80, of whicl 1 52 are foreign firms. Two 
more firms are : expected to be operational 
in 1983, the in surance commissioner's re- 
port stated. 

The two ne! w firms coming to Singapore 
this year are s »-called captives of Japanese 


. and Australia n parent firms whose names 


have not yet teen made public. (Captives 
are firms whi ch underwrite only the risks 
of their parer 1t and associate companies.) 


By attracting; captive insurance firms of 


large foreigri multinationals, Singapore 
wants to dev elop a new area of the insur- 
ance industry / here. The lure for the multi- 
nationals is ! he concessionary tax rate of 
10% for all their offshore business, as 
against 40% for business done locally. 

It is not c:ertain whether the new cap- 
tives will be restricted to foreign business 
or will be all owed to take on locally gener- 


continues to weather the economic 
loldrums — but vigilance is counselled to keep it buoyant 


ated business. Reaction among local in- 
surers to the new entrants has not been 
very warm, their concern being that 
foreign captives may, in the medium term, 
end up taking away some local business 
given their large backing from abroad. 
Their impact could be particularly marked 
in the general-insurance sector, especially 
reinsurance. 

It was the general-insurance sector 
which was mainly affected by the prevail- 
ing poor economic conditions in 1982. 
Manufacturers and exporters bought less 
insurance coverage as their business eased 
last year resulting in a steep decline in 
marine-cargo insurance. There was a 
sharp drop in the growth rate of general 
insurance to only 7.7% in 1982 as against 
an impressive 20% the previous year. 

Gross premiums collected by general 
insurers increased their retention ratio — 
gross premiums minus brokerages and 
agents’ commissions — by 1.5 percentage 


Site 


Singapore traffic: a car is still a status symbol. 


its licence to operate as a deposit-taking 
company, the specific mention of the 
guarantee in the accounts was a reflection 
of BMF's current problems. 

BMF's balance-sheet also indicated that 
the subsidiary had continued to lend sub- 
stantially in Hongkong in 1982, even as 
the economy was sliding into recession 
and the property market collapsed. Cur- 
rent assets — including short-term credits 
and deposits and new long-term loans — 
rose by HK$2.58 billion during the year, 
to HK$5.1 billion. Total lending rose 
HK$1.8 billion. At the same time, BMF's 
deposit base (plus its short-term borrow- 
ings) contracted by HK$460,000 — 25% 
from its level at year-end 1981. Liabilities 
tota" ed HK$3.7 billion at the end of 1982. 





points to 72.2% last year. Thus their net 
premiums were still up by 10% to $$437.5 
million (US$206.85 million) in 1982. Most 
of the general-insurance business was 
written by direct insurers who accounted 
for 91.7%, with the remaining 8.3% taken 
care of by professional reinsurers. 

Within the general-insurance sector, 
marine, aviation and transit (MAT) and 
workers’ compensation showed negative 
growth in 1982, while fire, accident and 
motor insurance surged ahead. The drop 
in MAT business was a direct result of the 
slump in international trade and workers' 
compensation was hit by a reduction in 
premiums — 25% in February 1982, with 
another 10% cut forecast for some time 
this year. Given Singapore's safety stand- 
ards, workers’ compensation is consi- 
dered a lucrative though small sector of 
the insurance business and there has been 
pressure from manufacturers to reduce 
premiums. Such reduction has also im- 
proved the image of insurers in the eyes of 
workers and the government. 

Despite the general economic slump 
and government's various disincentives in 
the form of higher registration fees and 
parking charges, owning a car continues to 
be a status symbol in this crowded island 
republic. This was reflected in the hefty 
growth of motor insurance, the premiums 
for which rose from $$125.8 million in 
1981 to S$148.5 million, or nearly 10%, in 
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E ‘reported asi “othe second: largest c con- 


- tributor to the bank's asset growth. Bank 


Bumiputra thus raised its exposure in its 
Hongkong subsidiary last vear to 
HK$4.16 billion; «equivalent to M$1.36 
billion! and more than twice group 
shareholders’ funds at the end of 1932 of 
~ M$644 million and roughly equal to tapi- 
“tal and reserves after the on in- 
crease. 7 
Itis not clear bier BMF'snew loans 


were committed in 1982 or were: draw- 





downs of prior commitments; "Nor 4s it 


1982. For the first time in “nine years, 


motorovertaàok MAT as the largest linc ot l | 


general insurance in 1982, | coin 


. The hfe-assurance sector did: niue 3 
well in 1982, according to theinsutanee | 


‘commissioner's report. Total. new: sums 


assured in the life sector last:year Shot up. | l 
reaching $3.2 billion: iew an- 


by 56%, 
“nual premiums rose 58% to’S$70 million. 





The growth rate of new sums. assured in | 


1981 was 23. 6% 


a here were 69, 797 new nauha po- 
 licies written in 1982, while the 474 new 

group policies covered another 31,743 
lives. The average sum assured in indi- 

vidual policies- was S$37,200 and- that 
under group policies was $$19,200; show- 
-dng considerable increases over previous 





¿ years. The total number of lives covered 


under life assurance in 1982, including 
previous policies in force, was just under 
. half a million or a fifth of suid cabal $ 
“population. : 

Although the number of lives assured 
and the amounts were high last year, so 
were terminations of policies, which rose 


7 2896 over 1981; amoun ting to S$766.8 mil- 


hon. Terminations arise out of surrenders 
and forfeitures because of inability to pay, 


$e E addition to deaths and maturity of 


policies: ‘The surrender and forfeiture 
rates m’ 1982 were 2.2% and: 16% respec- 
tively. 

The total assets: sof Measg funds 
in Singapore in 1982 amounted to slightly 
more. than S$1.billion, of which. $82 33. 3 
million was invested in Singapore G 
ment securities.. 
insurers’ operations . in- 
amounted to S$1;4 billion in 1982 








, show- 


ing a rise.of 18.3%-over 1981. And in turn, | 


$$135 million or.9.8% of the total was in- 


vested in government securities. Life as- - 


surers are required by law to invest at least 





20% of their assets in government sec- | 
urities. As for general insurers, they have - 


to invest.55% of the total value. of. their 
| Singapore general insurance assets in sec- 
 urities authorised by the government. 


Thus the insurance sector as a whole in- | 
vested as of the end of 1982 a total of | 
. S$368.3 million. in the government's S Sec: | 


 urities.: ^ 
bus Despi te Su 









he: assets. of all ipi | H 
a Singapore E 





digging | the bale peus or we ais eon 
ning to understand in numerical terms | 
how big the hole.is," one banker con- 
cluded. “Father way. they put the brakes 

i on too late,” n 

| This is asclose asthe annual accounts of 

the bank and its subsidiary have come to 


pect management changes e: 
| | 

| 

| explaining their lending difficulties in 


COEM, moni 





Asia m asset terms. t largestin S 
up 25% to M$80.1 million, and at 


| Hongkong. Bank officials, including 
| Nawawi, remained. unavailable for com- 
ment — in a departure from normal prac- 
tice, the annual reports were made public 
by three junior: bank staff at a highly 


gain at group level. However, attribu 


setae 
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interest rates are a far cry from the all ine highs of 1981/- 
1982. If you are unhappy with the risks associated with the. 
current high levels of international equities. and bond. 
markets, but would still like to see yoür capital grow at 
-A realistic rate, you may wish to consider investing in the. 
.. JF Managed Currency Fund. 


a initiated in conjunction with PFC Ltd and €— by 
 Jardine Fleming Investment Services Ltd., the JF Managed 
__ Currency Fund invests in an actively managed portfolio of 

_ international currencies represented ici) cash, d ts and 
“money market instruments. 







: This portfoli ois ideali ly structured to spread your currency | 
. ^fisks, but the proa of shares i in the F und may go down as 
well as up. 





-For further information, please complete and mai the 
coupon below: 


| ^M W, H Glover or Mr D.T. Wilkie 

` ‘Personal Financial Consultants, Ltd 

_ 1801 World Trade Centre, Causeway did 

. Hong Kong 
Tet: I 5- 7908448 
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feed send detail s of n2 dF Managed Currency Fund. 













ble profits were M$40.1 million, à 8 


earnings fell 9.1% to M$41.1 million 
dividend was proposed, following anetd 
vidend — the bank's first — of i he 






















































; ‘and to insist on security and con- 
ity rather than cheap rates. Earlier 
year his office had carried out a survey 
etermine the adequacy of reinsurance 

gements among companies here. He 
d that companies took a very long time 
) respond to “a very simple survey for 
ery basic information.” He added that 
ny firms took a long time to find out 
O was fronting their reinsurance ar- 














irer not to know who are its frontline 
isurers,” he commented. Law 
ed some. form of international CO- 

among insurance-supervising 
























a Lumpur: Finance Minister Tunku 


jgues with representatives of the pri- 
tor, which were held in early June, 
watched. with special. interest this 
hey came amid the government's 
sed efforts to forge a closer relation- 
vith private industry and to reduce 
s now worrisome budget and 
deficits. "Supply-side" impulses 


d in October 1981. The govern- 
s been moving steadily since then 
rds the kind of economic conser. 


o far there has been no monthly Or 
review of the economy's per- 
983. But most economists 
ve gross domestic product is expand- 
i real terms at something close to the 
predictions made by the Finance Ministry 








4.57 against 4.6% in 1982) or the central 

bank in its annual report last April (5- 

6%). If anything, the expectation is that 

he higher forecast will prove closer to the 

nark, reflecting the view that the com, 
ally, has been reached... Lu 





local banker, to predict’ 
gs of a recovery in Malaysi: by. the 
ird quarter of this year. These analysts 














“to total some M$600 million (US$258 mil- 
lion); money supply grew by 12.796 in 







Finance Ministry's October forecast; 





' by United Nations agencies in. June, 
warned the industry to be "extra. 


rangements. “It is inexcusable for an in- 


ments on the Dope ot D of 







leigh Hamzah's. annual -pre- budget l 


a irst apparent here in the budget an- 












st October's budget announcement - 


This air of muted optimism has led some 
servers, including at least. one promi- 


e a number of factors: Malaysia will - 
joy its first substantial revenues from 
iquefied natural gas this year — -expected - 


4982, several percentage points above the | 
base | 
ending rates have fallen this year, an dthe | 









In nsurance Comm missioner' $ Office: re jected 
three applications from insurance inter- 
mediaries for approval to use the word in- 
surance or its derivatives in their business 
names. 









or the life-assurance sector, Law's of- 

fice in early May circulated a code of 
conduct for agents and brokers which comes 
into effect this month. The code basically 
requires the assurance agent to disclose all 
the facts before selling a policy so that the 
client can make an intelligent decision be- . 
fore signing up. The agent is also required 
to provide after-sales service to the bene- 
| ficiaries of the policy. 
The agent or the broker is aiio Baned 




















| from making misleading or false state- 


‘ments about the terms s of the contract and 


















stockmarket has-been highly active, espe- 
cially in new and rights issues.. 

Moreover, tin and rubber prices have 
been rising steadily since the beginning of 
this year in response to a drop in oil prices, 
incipient recovery overseas and low inven- 
tories. Tin prices recovered 3.5% between 
December and March, to their levels a 
year earlier; RSS-1 rubber was up 3096 in 
the same period and up 20% on year-ear- 
lier prices. | 

In the face of this, Razaleigh has been 
visibly anxious to discourage raised expec- 
tations — warning that recovery may be 
delayed until 1985. Indeed, most analysts 
recognise that a full- blown revival in de- 
mand for raw or semi-processed com- 
modities, the backbone of Malaysia's ex- 
port sector, will have to work itself 
through the production chain — a process 
that could take a year or longer, depend- 
ing on inventory levels. A study of domes- 
tic manufacturers, made. pues in in June by 
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| time. 


.partsofa new look in Mala ysian economic | 





qualified agents” in Singapore. in recent 


| years, according to industry sources. 


Agents and brokers who have been ap- 
pointed by their firms since 1980 are re- 
quired to pass an examination conducted 
by the Singapore Insurance Training 
Centre or a similar professional éxamina- 
tion approved by the commissioner's of- 
fice. While new appointees will have to 
pass the examinations without exception, 
older employees with long experience in 
the business can be exempted by the gov- 
ernment on a case-by-case basis. 

As Singapore looks forward to a 
buoyant construction sector, along with its 
S$5 billion Mass Rapid. Transit System, 
and the continued interest of the popula- 
tion in life assurance, Law's warnings 
could not have come at a more opportune 
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the Federation of Malaysian Manufactur- 
ers, indicated that 10% of investment ini- 
tially planned for this year has been defer- 
red; even with the deferred outlays in- 
cluded, expansion and modernisation 
plans were 3% short of those in 1982. 
Razaleigh has also made clear the gov- 
ernment’s intention to.continue its retreat 
from the Keynesian counter-cyclical 
spending programmes it pursued until 
mid-1982. At his recent dialogues with 
business groups, the minister indicated 


that the government's austerity drive 
. would not be dropped even in the event of 
.à decisive recovery. 
growth in project expenditure was cut by 


In 1982 planned 


1276 — or some M$3 billion. This year the 
figure is 14%, and in June Razaleigh 
warned of further reductions if they are re- 
quired.. 

He also warned of a potential payments 
deficit of more than M$6 billion this year, 
again concentrated in the services ac- 
count. Total debt this year is expected to 
rise to M$48.9 billion, implying new 
domestic and foreign borrowings this year 
(including treasury bills, government sec- 
urities, project loans and external com- 
mercial borrowings) of M$8.8 billion — 
down from M$9.9 billion in 1982, 

The real import of. Razaleigh' s concerns 
lies in the government's privatisation 
scheme and its *Malaysia Inc." policy. 
These are the longer-term means by which 
Malaysia desires. to solve its deficit 
problems while maintaining a high level of 
economic :growth. This year's proposals 
by the private sector are thus expected to 


| receive added attention from the govern- 
ment's. budget planners. A number of 


ideas aired by industry groups in June — 


centred on a range of tax allowances and 
Other new production and export incen- 


tives — may well emerge next October as 
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Ask AEG how you may use the sun 
at a profit. 


Today, photovoltaic solar generators are even yet water, desalination for cooling systems and pumping 
economical in converting free sunrays via silicon cells stations. 
directly into electric power, where there is no infrastruc- In countries especially well suited for utilizing solar 
ture or where it is far away. The ecology-minded mini energy, AEG-TELEFUNKEN is cooperating closely with 
power plants are virtually maintenance-free and have a domestic partners. 
lifetime of more than 20 years. Solar technology is just one example of the efficiency 

Atm Ed Terrestrial solar installations and the innovative power of AEG-TELEFUNKEN. Others 










i14 - t a - * . . * ‘$ * 
L - are already in operation or include development and realization of integrated 











in the planning stage, with system solutions in the industrial processes, material 
capacities up to 300 kW. handling, equipment for foundry and steel works, mining 
Solar power plants of AEG- operations and rolling mills, infrastructure systems of 
TELEFUNKEN are operating large buildings, electrical equipment for ships and off- 
, in all parts of the world: for shore systems as well as space technology and 
| * the energy supply of villages, systems for military technology. 
irrigation systems, railway We gladly inform you further on the many potentialities 
3 radiolinks, navigation and and decisive advantages of a cooperation with 
m transmitter systems, sea- AEG-TELEFUNKEN. Please, just write to us. 
Solar-powered fill-in transmitter 
Industrial, Marine and Special Systems Group 
o9" mE NND NND UD eee uf? 
| am interested in receiving further information on solar technology 
P d from AEG-TELEFUNKEN 
P d Name E os sisi 
Company — 
P d Department: .— -— 
j 9 Address: 


P d To AEG-TELEFUNKEN 
Attn. Mrs. Maibaum, A47 V1, IndustriestraBe 29, D-2000 Hamburg-Wedel 
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: The phenomenon of growth in the 
v Far East is no secret. 
(UU Tris constantly discussed and analysed 
fom the universities to the public media to 
| . corporate boardrooms throughout the world. 


-— A Xet, it often goes unnoticed that - 
-.— Asia's economic miracle would have been 
.- impossible without remarkable leadership. 
Not just political 
adership. But leader- 
Vip at every level of each 
ociety in the region. The people 
ho are shaping the future in the countries 
f ASEAN, in Japan and Hong Kong are 
businessmen, bankers and community leaders 
of rare quality. 
m Yet leadership in the oriental world is 
not the strident, high-profile performance we 
are used to in the West. 
These are subtle, sophisticated men who 

often prefer to know rather than be known. 
5 In order to talk to Asia's powerful 
decision-makers, you first have to find them. 

| Fortunately, your task is a lot easier 
. than it may seem. 
| Because there is one publication, and 

- only one, that consistently reaches the 












‘Talk to them through 
“the Review 


largest concentration of top people in Asia. 
The Far Eastern Economic Review. 
You can compare circulations with 

other magazines but that would be misleading. 


Because while some of those publications may 


be reaching Asians at all levels, only the Review 
goes straight to the top,and only to the top. 

The Review forms a vital bond of shared 
knowledge in a region 
that is geographically 

and socially fragmented. 
So naturally, it is indispensable for 
anyone needing a consistent, reliable source of 
in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 


. leaders in business, finance and government. 


The people who control Asia's growth. 
| FAR EASTERN I ECONOMIC. 





For Advertisers who take Asia seriously. 


96% of Review subscribers are in business, the professions or government. 
61% of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 

68% of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.} Data from Asian Profiles HT available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181- 185 Gloucester Road, 7th Floor, Centre Point, P 0. Box 160, Hong Kong. Tel: 5: 33401; Telex: 62497. 









"pur they | were not already 


|. cartel, 





fitability of its Hongkong banking very 
difficult to estimate. (A recent study by 
SiC | London brokers de Zoete & Bevan 

tes | noted that its “obfuscatory accounting 
policies” produced a “tantalisingly hazy 










tomers Ja sn 
cards. The bà 
tions with the 





. Banks in some countries — notably the 
US — have got into trouble because in- 











should pay fe oe adequate retained profits have led to in- 

growing habit "| adequate expansion of the capital base. 

banks are like | However, given the low rate of tax on 
Customers | profits in Hongkong this is hardly an ex- 


they have to pay fo cards v which were in- 
troduced more to save money for the 
banks than to P lc 


cuse for the size of local spreads. : 
There might (only might) be a justifi- 

cation for high cartel-based profits if 

they succeeded in ensuring a sound and 








icin is quarreling : 
Sela services, 





in Hongkong have collapsed in recent 
years. But the financial a has been | 







i és have drawn re- | 
(d atte 1e “extraordinarily | 
E high E! ty of banking in | 
Hongkong broi ht about by the cartel 
system. Smal € rs would: not be 
— able to claim that user charges are unfair 
being unfairly 









Bank of East Asia 
Bank of Canton 
Hang Lung Bank 
Hang Seng Bank 
Ka Wa Bank 

^ Overseas Trust Bank 
Union Bank 
Wing Lung Bank 


HK$151" 






















forced to accept very low interest rates 
| on their deposits and very high spreads. 
— Thanks to the government-sponsored 
7 the three-month time-deposit 
rate (the. maximum allowed on deposits 
~ of under HK$500,000 [US$69,832]) is 
three percentage points under prime and 
five to six points ieu the average lend- 
ing rate. | 

"The three-tier finance: industry struc- 
ture introduced over the past two years 
. has accorded the already well-protected 
banks additional protection against hav- 
ing to compete on a price basis for small 
deposits. The results of this pillorying of 
the voiceless ordinary depositor are 
plain to see in the profits of banks. Hang 
. Seng, the classic Hongkong retail bank 
^ with a large number of small accounts 
and dozens of small branch operations, 
shows profit before tax on gross assets of 
2% — even without taking into account 
transfers to inner reserves, which gener- 
ally in Hongkong are reckoned to be in 
the range of 20-40% of declared profits. 

Hang Seng's declared pre-tax return 
on gross assets is.more than double that 
of J.P. Morgan, one of the most success- 
ful of the big United States banks, and 
several times better than some of the 
more retail-oriented of the big US in- 
stitutions. It is four times the average for. 
Japan's city banks and well above other 
countries in the region with the partial 
. exception of Singapore (where tax rates 
are much higher). 

The Hongkong and Shanghai Bank it- 
self has been left out of the list because. 
its spread on Operations makes the De 


HK$145* 


MS$129* 
M$84.8 
£204.5 
8$249* 
Baht 498 


P121 
S$101* 
US$558 
374,269 


Malayan Banking 
Bank Bumiputra 
Lloyds Bank PLC 
United Overseas Bank 
Thai Farmers Bank 
Bank of Philippine. 
Isiands 
Overseas Union Bank 
- J. P. Morgan... 
. SanwaBank 











































pre-tax return on assets. 


characterised by serious instability and 
by grossly excessive credit growth. The 

cartel system has encouraged volume 

| 


has also meant that banks unable (and 
unwilling) to compete for retail business 
on price have competed for deposits by 
expanding their branch networks. Hav- 
ing invested excessively in concrete, they 
are now apparently expecting customers 
to pay for the cost of this over-invest- 
ment by adding service charges to high 
spreads. The Hongkong and Shanghai 


licised problem of over-investment in its 
new head-office building. But some 
other banks have, relative to their sizes, 
similar or even larger problems. Apart 
from over-investing directly in property. 
they also retain large portfolios of yet-to- 
be-written-off bad property loans. - 
All in all, the domestic financial sector 








picture of the true state of affairs. ps 


stable banking system. Itis true no banks 


THE ‘PROFIT PICTURE 


*1982 declared after-tax profit grossed up at prevailing local ore 
tax rate. These banks do not publish pre-tax profits and make undis- 
closed transfer to reserves. The figure given is not intended as an esti- 
mate of the actual profit but is to facilitate international comparison of 





lending rather than price competition. It | 


Bank has a very particular and well-pub- | 


has served Hongkong poorly, in the s past, 


| few years. It is directly respon: 
the monetary and property exce 
in conjunction with the govert 
thus partly responsible for the decl 
the once very stable Hongkong dolla 
does not deserve its current protec 
or level of profitability. Shroff is 
favour of big profits. But not whe 
are the result ofa id cartel eiii 



















| daoiae. TER 
e THE fact that Bank Bumipu a 
P 
This seems “to Shroff a 
BMF's be 
this respect ma’ 
unsatisfactory bu 
probably much mi 
honest than -t 
of many Hon 
banks which . 
brushed a grea 
of dirt under the 
pet while. they 
liquidators' p 
ings or fiddle 
time-wasting 
cue" schemes. 
much-publicise: 
. juries done to EF 
Bumiputra by. 
may in reality 
much more. 
cant than those 
in the same- 
by the Hongkor 
Shanghai Ban 
sidiary, Wardl 
its parent, with k 
simply being passed through to the p 
ent to keep their size out of the pu | 
accounts (REVIEW, Mar. 17). = 
e ANOTHER example. of the- ; 
standards practised by Hongkor 
accountants has been brought to Shro 
attention. The 1981 and 1982 accounts of 
a local company, International City 
Holdings, detail two completely. differ- 
ent ways of valuing properties unde 
development. In 1981 these were stated 
at the lower of cost plus attributable pro- 
fits and net realisable value. In 1982, 
with the downturn in values, they were 
stated at cost less provisions for antici- 
pated losses where these are considered. 
appropriate by directors. No mention is 
made of this change in accounting pi 
licy. Nor is there any prior-year adji 
ment made in the 1982 profit-an 
figures to account for it. The auditors 
Peat, Marwick, Mitchell & Co. ar 
ae n Wong Tan & "UE - 
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bond headquarters; one of its stores: acing Severe Dressure. 
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Bond takes a beating 





A major conglomerate capitulates in the battle to 
control department-store group Grace Bros 


By Brian Robins 

Sydney: Alan Bond's Bond Corp. Hold- 
ings has walked away from its fight for 
control of the large Australian depart- 
ment-store group Grace Bros Holdings, 
handing almost total control to Myer Em- 
porium and, in the process, ending up with 
more than A$80 million (US$70.8 million) 
in cash. Myer now has 98% of Grace Bros’ 
capital and will move to acquire the re- 
mainder. 

Bond Corp.'s decision leaves it with 
poorly trading Waltons Bond and Norman 
Ross Discounts as its retailing interests — 
between them they have annual revenues 
of more than A$600 million. 

Bond Corp. first jumped into the fight 
— one of the bitterest and most litigious 
ever seen here — in mid-1982 after a tussle 
with Grace Bros for control of Norman 
Ross Discounts. While Grace Bros was 
well ahead of Bond Corp. in the initial bid 
for control of Norman Ross, it decided to 
bail out to Bond Corp., afraid that Bond 
would precipitate a fight for control of 
Grace Bros itself. This subsequently oc- 
curred. 

Initially, almost 60% of Grace Bros’ 
capital ended up in three hands after a 
fierce stockmarket battle in the middle of 
1982. Bond Corp., the Adelaide Steam- 
ship Co. (which controls the A$700 mil- 
lion-a-year David Jones retailing opera- 
tion) and Singapore businessman Tan Sri 
Khoo Teck Puat were the three players. 
An abortive bid for Grace Bros in July 
1982 by the big down-market retailer, 
Woolworths, followed. But it was not 
until Khoo sold his Grace Bros holding to 
Myer in March this year for A$43 million 
that the fight shaped up between Myer 
and Bond. 

Myer's move to buy into Grace Bros fol- 
lowed its earlier decision to offload the 


bulk of its New South Wales retailing in- 
terests to Grace Bros for a final price of 
around A$40 million. Although active in 
the competitive New South Wales market 
for more than 20 years, Myer had failed to 
carve Out à successful niche for itself 
there. 

Myer gained the clear edge over Bond 
Corp. in the fight for control of Grace 
Bros when it included a full cash alterna- 
tive in its offer terms, while Bond Corp. 
could only offer cumulative redeemable 
preference shares, to be retired in three 
years' time. Bond Corp.'s low corporate 
credibility meant that most smaller Grace 
Bros shareholders: accepted the Myer 
offer. 

But Myer's move for control of Grace 
Bros came under pressure from rival buy- 
ing of Grace Bros stock by Larry Adler's 
FAI Insurance. FAI went hard into the 
market for stock, in a bid to hold the ba- 
lance of power. But while Adler ended up 
with a roughly 7% interest in Grace Bros, 
this was not sufficient to influence the out- 
come of the battle; 

It was generally thought that Adler 
would side with Bond Corp., giving the 
latter the potential'to gath a 50% interest 
in Grace Bros, so warting Myer's am- 
bitious bid. In the,évent, however, FAI, 
along with Westfield Holdings and Wool- 
worths, sold out to Myer — giving Myer a 
commanding 57% interest. For its part, 
Bond Corp. received the Adelaide Steam- 
ship stake, but obtained no other major 
acceptances. After the sale of all of the 
other major holdings to^ Myer, Bond 
Corp., clearly faced with the prospect of 
being locked into a minority position, de- 
cided to quit the fight. 

With its purchase of Grace Bros, Myer 
has emerged as the third-largest retailing 


force in the country, with annual revenues 
of about A$2.5 billion, ranking it behind 
G. J. Coles and Co. with annual revenues 
of more than A$4 billion, and Woolworths 
with about A$3 billion. — 

Bond Corp. is left with Waltons Bond 
and Norman Ross and little chance of 
merging them with other groups. There 
have been many attempts in the past few 
months to try to interest Grace Bros in ac- 
quiring Bond's retailing interests but all 
approaches have been rebuffed. 

Waltons Bond is the most down-market 
of all the major department-store retailing 
groups, and has faced severe competitive 
pressure in the marketplace from rapidly 
expanding discount department-store 
groups such as Target and K-Mart. Earlier 
this year, Waltons closed down its loss- 
making Victorian operations, and is now 
in the middle of an A$100 million prop- 
erty-disposal programme. Once the prop- 
erties are sold, the group will be able to re- 
tire much of its existing debt. But it is still 
locked into a declining market share. 


folowing its decision to sell its Grace 
Bros holding, Bond Corp. announced, 
somewhat quixotically, that *natural mar- 
ket forces" would ensure a “rationalisa- 
tion" of the retailing industry in the fu- 
ture. Bond was also quick to point out that 
its investment in the retailing sector was 
only A$27.2 million, out of total group as- 
sets of more than A$447 million. 

But what Bond Corp. did not point out 
was that since acquiring its 44% stake in 
Waltons, it has drained cash from the 
company by selling more than A$27 mil- 
lion of development properties held by 
Bond Corp. to the retailer. The idea ap- 
peared to be to match Waltons' strong 
cash flow with low ‘edsh-flow-producing 
development propertie$. Waltons’ finan- 
cial problems meant, however, that the’ 
acquisition of these properties added to 
the group's woes. 

Bond Corp. has at least emerged from 
the fight with more than A$80 million in 
cash, which could go a long way towards 
financing another major acquisition. The 
only draw on the cash raised from the sell- 
out is that Adelaide Steamship, and other 
minor Grace Bros shareholders who ac- 
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cepted the Bond Corp. offer will have to 
be paid out in three years' time. Whether 
Bond Corp. will, retire the redeemable 
preference shares it has to issue to accept- 
ing Grace Bros shareholders before the 
due date, or use the cash to fund a further 
acquisition, is not clear at this stage. In 
total, Bond spent about A$43 million ac- 
cumulating its initial stake in Grace Bros. 
It has since issued some A$49 million 
worth of redeemable preference shares 
with an 8%, coupon for a three-year 
period. So, despite the A$80 million in 
cash from Myer, Bond faces at least an 
A$9 million loss on the whole exercise. 

Meanwhile, Myer, now that it has 
gained control of Grace Bros, will have 
to continue offloading assets so it can fund 
its purchase without undue strain on its 
balance-sheet, Once considered the pre- 
mier department;store retailer in Austra- 
lia, Myer embarked on a major diversifi- 
cation programme in recent years. It 
bought out speciality (women's fashion 
and liquor) retailers and also moved heav- 
ily into computer systems to prepare for 
computerised shopping. As a result, Myer 
became saddled with expensive debt at a 
time of record interest rates. The result 
was plunging profits. 

During the past six months it has been 
involved in negotiations for sale of shop- 
ping centres tótalling more than A$90 mil- 
lion. It has also been working on the float- 
ing of a property trust which would also 
raise a considerable amount of cash, 
but the plan is thought to have stalled. 

. The difficulties of the group resulted in 
its credit rating being dropped from AA to 
AA- earlier this year. In addition, the 
chief executive primarily responsible for 
the group's ill-fated diyersification policy, 
Keith Rosenhain,;tpok early retirement. 
His replacement was. Baillieu Myer, a 
member of the founding family which also 
controls,a 20% stake in the retailer. 

In addition to the financial problems 
confronting Myer, Melbourne investor 
Solomon Lew bought a 10% holding in the 
group for about A $30 million earlier this 
year, highlighting its vulnerability to take- 
over. Lew's buy-in was followed by the 
sale of Perth businessman Robert Holmes 
aCourt’s small holding in the group. 
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hone on hold 


Conic Investment unveils its new product at last, but 
investors are far from convinced about profit potential 


By Christopher Wood 


(jedemens remain suspended on the 
commercial potential of a proclaimed 
revolutionary telephone product despite 
its public unveiling on June 27. On display 
at the annual general meeting of Conic In- 
vestment — Hongkong's largest electro- 
nics company — was the Triemco 2000, a 
telephone unit combining voice, vision 
and electronic-data reception over public 
telephone networks. 

Institutional investors in Conic — in 
1981 it became Hongkong s first industrial 
company in eight years to go public — 
were out in force at the meeting. Worried 
by Conic's 1982 accounts, which revealed 
a sharp deterioration in the quality of the 
balance-sheet in terms of increased debt, 
reduced cash balances and a high level of 
stocks, they were anxious to take any sol- 
ace they could from Conic's much-publi- 
cised enthusiasm for its new product, 
which it plans to start producing in quan- 
tity for the European market by Sep- 
tember. 

However, the Triemco 2000 project has 
been long in gestation (Shroff, REviEW, 
Sept. 24, '82). Originally, Conic had only 
the manufacturing rights for the product 
but then financing problems hit its backer, 
International Communications Technol- 
ogy (ICT), a company listed in Luxem- 
bourg and London and controlled by en- 
trepreneur Cecil Kernot through a 
Panama-registered company. As a result, 
under an agreement in November 1982, 
Conic won a piece of the equity action. A 
joint venture was formed whereby Conic 
paid ICT US$2 million in cash for a 50% 
stake in a new company, Trend Communi- 
cation, formed solely to produce the 
Triemco 2000. 

The main feature of the product is that it 
provides instantaneous electronic-mail 
transfer without the need for a computer. 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Rewew index will save hours of 





To send mail — the receiver, obviously, : h 
also has to have a Triemco 2000 — a mes- 
sage is typed on a keyboard and stored in — 
the receiving computer's memory within a 


few seconds. One snag is that the machine 


can store only the equivalent of three 


though this can be extended with “simp 


pages of electronic data in its RN z 


software," according to Conic. Other at- 
tributes of the product include the record- 
ing of all calls made and a facility wri E 


how much each call is costing on the 


screen. So far only the European model is — 


ready for production, not the American. 


Despite the considerable delays that 


have already beset the ¥vefiture, Conic re- 
mains very bullish on the product, befit- 
ting its high-profile display to sharehol- 
ders at the annual meeting. Conic de- 
scribes the Triemco 2000 as a “sophisti- 


cated, state-of-the-art and cost-effective | 


telecommunications terminal.” Director 
K. M. Pang told the REVIEW the company 
should sell “easily” 500,000 units to the 
United States in the next two years, ad- 
ding that the targeted market was in 
homes and small businesses. The retail 
price is not yet decided though Pang saida 
previously mentioned figure of US$1,000 
per unit may well be too low. 


If it does succeed, the Triemco 2000 will - 


certainly have proved many sceptics 
wrong. The doubts have in part grown 
because of the aggressive, hard-sell ap- 
proach adopted by Kernot, a man with no 
previous track record in electronics, and 
the resulting absence of follow-through. 
This has led to increasingly sarcastic com- 
ments in the British press — Kernot, for 
example, once claimed that 4 million units 
had been committed for sale up to 1984. 
ICT's cause has not been helped by the 
12.6% stake held in it by Tring Hall Sec- 
urities, a dealer on London’s Unlisted 
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problems, . Tring's main i investment | is its 
CT holding. 


Question marks have also been raised 
about just how innovative the new pro- 
duct is. One analyst in Hongkong for the 
Conic presentation, a specialist in high- 
technology companies, noted that there 
already were a number of competing pro- 
ducts in the market, many of them pro- 
duced by companies which, unlike Conic, 
already had experience in advanced tele- 
communications. Computer messages 
also can be easily and swiftly sent through 
a telephone by attaching a modem (mod- 
ulator/demodulator), so negating the 
Triemco 2000's alleged innovative quality. 
Another obstacle is marketing, which is 
the responsibility of ICT under the joint 
venture. The product would have a better 
chance if this was done by an established 
telecommunications concern, the analyst 
said. 

For the moment, institutional investors 
favouring Conic do so for its lines of more 
traditional products, namely telephones, 
colour TVs and audio products. The sensi- 
ble ones are certainly not predicating their 
earnings forecasts on Triemco 2000 sales 
— though Conic says its contribution to 
1983 earnings will be "substantial." The 
company has reported full order books 
since February for its main products, re- 
flecting the pick-up in demand in the US. 


Hitachi fine-tuned 


Hitachi, Japan's top electric and elec- 
tronics company, has announced a 10% 
increase in its net profit to ¥ 150.5 billion 
(US$627 million) on a consolidated basis 
for the year ended Mar. 31. Net sales 
went up 7% to ¥3.9 trillion, Sales of 
electronic power systems, industrial 
machinery and communications systems 
were all up more than 1095, covering low 
demand for consumer products. Exports 
increased by 6% and accounted for 27% 
of total sales. Net income per share was 
3 53.40, up from * 50.19. 

The company predicts sales of ¥4.1 
trillion and a net profit of ¥155 billion 
for the year ending March 1984, with 
computers, communications equipment 
and semiconductors expected to account 
for the bulk of turnover. 

— KAZUMI MIYAZAWA 


Matsushita inches up 


Unconsolidated net income of Mat- 
sushita Electric Industrial of Japan, the 
world's top electric-appliance firm, rose 
slightly by 1.1% to 43.2 billion 
(US$182.3 million) for the six months to 
May 20, 1983. Sales rose 4.2% to * 1.25 
trillion, Domestic sales of video-tape re- 
corders (VTRs) jumped by 23% and ex- 
ports grew 6% owing to recovering de- 
mand in North America. The communi- 
cations/industrial division was well sup- 
ported by expanding demand for indus- 
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The Triemco 2000: a number of obstacles. 


This will be welcome after the 29% de- 
cline in net profits to HK$32.6 million 
(US$4.6 million) recorded in 1982. 

The 1982 accounts reveal a number of 
disturbing features. These include an in- 
crease in short-term debt from HK$67.8 
milion to HK$232.5 million and in 
medium-term debt from HK$43.5 million 
to HK$124.2 million; a decline in cash and 
bank balances from HK$85.8 million to 
HK$12.1 million, and an increase in 
stocks of finished goods from HK$110.3 
million to HK$141.7 million. 

Another feature was a HK$118 million 
loan to Honic Holdings, a private com- 
pany of Conic chairman Alex Au. Conic 


COMPANY RESULTS E 


trial robots and office-automation 
equipment. Sales of electronic parts 
went up by 13%. These favourable re- 
sults made up for a drop in home- 
appliance and audio-equipment sales. 
Increased costs of promotions cut into 
sales but interest income contributed to 
net profit. 

For its current financial vear ending 
Nov. 20, 1983, Matsushita predicts a 5% 
rise in sales and a 2% growth in recurring 
profit, including increased VTR sales. 
Net income per share for the half ended 
in May was ¥27.37, down from the pre- 
vious ¥27.39. Interim dividend was un- 
changed at Y5. — KAZUMI MIYAZAWA 


Fraser & Neave soars 


Fraser & Neave of Singapore is celebrat- 
ing its 100th anniversary with record pro- 
fits and a one-for-two bonus issue to 
shareholders. Trading profit for the year 
ended Mar. 31, mainly from the group's 
soft-drinks, milk-products. and ice- 
cream sales, shot up by 59% to S$29.04 
million (US$13.7 million) from $$18.24 
million in the previous year. Contribu- 
tion from its associate companies rose 
21% to $$18.71 million and income from 
other investments was also up by a simi- 
lar rate to total $$4.4 million. Details of 
associates' financial performance were, 
however, not released. 

The group's net profit amounted to 
$$29.81 million, up by nearly half from 
the previous year's $$20.1 million. How- 


ever, the group's total turnover was up | 
only by 6% to S$238.7 million, The par- | — 
ent company is only a holding company; — 
it has no trading or manufacturing ac- 
tivities, which are carried out by sub- 
sidiaries and associates. The group re- 
valued its investments in subsidiaries 
and associates, showing a surplus of 
S$110 million which was added to re- 
serves. 
capitalise $$42 million from reserves to 
give a one-for-two bonus issue, thus rais- f 
ing the paid-up capital to S$126 millon. 
A final dividend of 20 S cents a share was 
announced. 


Thai Glass sparkles 


Thai Glass Industries, a Thai-Australian _ 
joint venture and the only glassware and 


stock exchange, posted a Baht 152 mil- — 
lion (US$6.6 million) net profit for the 


cant turnaround from the Baht 69 mil- | 


Turnover rose 2395 to Baht 746.9 mil- 






of short-term debt has. been 
converted into medium-term. — 
Still, these figures do not make | 
comfortable reading eva Ad 
they do reflect, as Conic clai 
expansion at the trough ofa wis P 
cessionary cycle. T" 
Stockbrokers also express. 
concern about one peculiar fea- 
ture. In recent months Conic 
warrants have been trading ata ` 
discount to the ordinary share — 
price where normally the re- — 
verse would be expected. An in- L 
creasing number of inv al 
have been taking aa 
this to convert their warrants into l 
— a process which means cash goes straight — 
into the company. Pang said about U 
million had been raised by such conver- 
sions since the warrants were first issued in — — 
June 1982, Conic attributes this to inves- 
tor confidence in the company. d 
Others, however, wonder if the warrant 
price has not been deliberately depressec 3 
to encourage conversions and so raise 
cash. Denying this, Pang replied: “Thisis 
definitely not our doing and I have no ex- 
planation. One would have thought the J | 
warrants would be trading at a premium." 
About 40% of Conic's stock is thought to — 
be in public hands. ü ^M 
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The directors have decided to 








— V. G. KULKARNI 









bottle manufacturer listed on the Thai 







year up to March, representing a signifi- 






lion loss in the previous year. The im- 
provement was attributed to the gradual 
recovery in the soft-drink and brewery 
industries, the major bottle consumers. 








lion. But more importantly, the high 
profit figure was the result of a new ac- 
counting method in force since April 
1982 which, among other things, saw the 
inclusion of a Baht 91 million accumu- 
lated but unused reserve for machinery 
repairs. — PAISAL SRICHARATCHANYA 




































































ge's Impo¥tant 8, .900-point barrier as foreign in- 
stitutional and individual investors came back in 
orce, the market rose to a new record. Blue chips 
re the centre óf interest, but their performance 
ried through the period depending on the strength 


ividuz haga Some smaller i issues did well and 


king pra Trading was solid pba ea the 
The Srernpe closed at 8 900. 04, up 188.31 


vious period. Fraset's Industrial Index closed 
.94, down 52.55 points from June 20. Losses 
curred i in almost every sector, with only plan- 
ining ground. Buying interest centred on 
ers and speculative shares involved in re- 
takeovers. Concern about a. possible rise in 
“States interest rates aggravated the trend. 


ed by nearly 90 times with applications total- 
$1.11 billion (US$524 million). 


ALA . LUMPUR: Fraser's Industrial Index 

at 3, 586.08 points, up by 12.67 from the June 
Unlike their Singapore counterparts, 
n investors took a more positive view of 
in the United States. News that the US plan- 
' buy rubber for its defence stockpile sent rub- 
es soaring on the London commodity market 
n-turn sent Kuala Lumpur investors on a buy- 
d-liners and shares involved in takeover 
ng Textiles were among the speculative gainers. 
$ which did well included Consolidated Planta- 
Malaysia Mining Corp., Lion Corp., and Larut 
Daily average turnover for the five-day period 
7 million shares. 








j JL: Interest in blue- chip ids pulled the 
irket out of a six-week slowdown. Daily volume 


evious period's 6.1 million but still below the his- 
iverage 0.5 of a percentage point by non-bank finan- 


xpected to be reflected in reports scheduled to be 
junced soon, wefe said to have ignited interest. 
composite price index rose 1.47 points, closing at 
7. Pacing the winners were machinery; vehicle, 
vood d and electronics shares. - | 


. Buoyed by — offshore de 
id a lower-than-expected increase in the United 
's money supply, the Australian All-Ordinaries 
added 17.3 points to finish at 610.6 on June 27. 
iding levels have been high, though most demand 


$ . An: major indices showed Sod gains, in po 


KONG. Singapord. dnd. New Zealand were. 
hich saw most Asian stockmarkets responding: 
okyo the Nikkei-Dow Jones Average broke the 8,900-point barrier as investors came. 
in force. Seoul blue chips pulled the market:out of a six-week pamp and Taipei turned 
llish on favourable first-quarter corporate results. do 


0:. 4 reaking the Nikkei- Dow Jones: Aver- | 
ported by strong demand for Santos based largely on 


RE: The af ipsa half. the gains uade bs | 


er, the local market remains very liquid. The - 
offer of Singapore Investments was over- - 


ree. Although most buying interest centred on- 


urs, plantations fared well. General Corp. and | 


eraged just short of 9 million shares, up from the - 
orical average. A softening of interest rates (by an | 


‘ial institutions), and good showings by certain firms 


a mini io d binge for a broad range of issues. 


1d, Wall Street's improving Dow Jones Average | 


imited to blue-chip industrial and resources is- | 
Ciub Index gained 1.69 points to close at 








e only deak apoi in the period to J lunc | 
ivourably to an advance on Wall Street. 
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cular the Oil and Gas Index, which has been sup-: 
Aust Al-Ordinaries Index 


revenues expected from its share of the Cooper Basin 
























liquids project, now on stream. There were indica-- 600. 
tions of strong Asian buying from time to time; 606. 
: mostly” out of Tokyo and Hongkong. But based on: oo 
fundamentals, many of the stocks in demand appear 2.929 
overpriced. B June27 change *% 
onweek yim 
NEW ZEALAND: As buyers seemed once again to. Ai 
be holding back in the hope of getting more attractive ae 
prices, the market eased back on lower turnover. The 106 
steady procession of rights issues provided an outlet 54 
for cash flows and reduced the inclination to bid up. a 
prices. Investors were upset by Prime Minister 2: 
Robert Muldoon's statement that the budget could ke 
change the tax treatment of property trusts. Several | - 
of these already lined up for flotation were hastily. e 
withdrawn. The keen interest in oil stocks, wch has 5. 
been a feature for some weeks, quietened down. — 2: 
4. 
HONGKONG: After its strong rally in the pre- : 
vious period the market shed a little ground. The 4. 
Hang. Seng Index closed. at 956.64, down 11.15 5 
points. The strongest performers were again electro- : 
nics and garment manufacturers. Brokers said the 4. 
value of the Hongkong dollar will continue to loom | Mtoe © s 
large in investors’ thoughts. Market hopes of a cut in. | som&oun! 2. 
local interest rates on June 24 following the recent re- . M 
covery in the currency were dashed. 2 
B. 
TAIPEI: Following the release of first-quarter com- i 
pany earnings reports which showed profits up as 
strongly over the same period in 1982, the market re- E 
mained bullish. Analysts also pointed to the forma- 
tion of an investment-trust company which will chan- 
nel foreign investment into the stockmarket. The 
weighted price index jumped 2.4% to close at 724.50 
te cel average. = rose 50% to NT$1. 95 Hang Sengl Index | 
billion (US$48.7 million). | June 21 958:6 
| | dune 22 957.6 
MANILA: Turnover was an active P49.95 million ed Hee 
(US$4.5 million) involving 422.5 million shares but | June27 956.6 
| much of it represented selling pressure. Investors | Change on week -3.153 
seemed mofe concerned about the effect of the dunez? change % 
peso's devaluation on importers than about its bene- | |... iiu. as AME CE 
fits for exporters. Closing prices were mainly lower | msna 690 - ^34 0 
even among export-oriented mines, including fa- | 2 Su E 
vourite arbitrage issues such as Atlas and Philex. 805 — -12 * 8 
Analysts were of the view that prices would improve | Chats M 
às soon as the devaluation's SODICARORE were fully] ¢ £c, $3. —- n 
. digested by the market. ae 
BANGKOK: Prices climbed all week resulting ien 080 — v42*'77 
15 90 9 + €i 
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Buyers. who had been holding back for the past 
month or so returned to the market with a vengeance 

and, in the process, injected renewed confidence. | — 
Some speculation was evident as a number of rather | ^ 
dormant issues became actively traded. and took- 
some of the spotlight off the cement board. Turnover : 
improved substantially, indicating that more buyers : 
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To do business between one Altogether, you've got over NO WEIGHT LIMIT. | 
country and another, you need to 5,300 branches to choose from- all You would expect a bank with 
build bridges. run by Barclays. so large an international network to 

Between different cultures, have a strong asset base. 
different languages, different FOUNDATIONS AT BOTH ENDS. Even so, you might be surprised 
regulations, and different currencies. All are staffed by highly-trained, | to learn that Barclays’ total assets 

There’s one bank that can experienced people. People who run to over USS95 billion (as at Dec. 
help you to build your bridges. really know what's going on. 31,1982). 

Barclays Bank. That means you get detailed, Which is enough to take care of 

accurate, up-to-date information. any project you've got in mind - from 
SPAN THE WORLD. And, equally important, you will the smaller deals to the verv largest. 

Barclays has a truly international | find that since Barclays people are So next time vou need finance, 
banking network - covering 84 speaking to Barclays people, information or advice talk to 
countries, and all the world's kev communications gg | Barclays Bank. They'll 
financial and business centres. are simpler, A f l FF: Y'S help you build your 
So wherever you're doing business, | faster, and more 1 d bridges- and cross 


there's a branch waiting to help you. | reliable. a tO the other side. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU 





LETTER FROM DANDONG 


he very first thing that struck the 

group of foreign experts and stu- 
dents, resident in Liaoning province, as 
the train chugged slowly into Dandong 
station and the large statue of chairman 
Mao drew into view, was that the il- 
lustrious leader of the Cultural Revolu- 
tion was facing the wrong way. His huge 
likeness, painted a dreary brown like so 
many throughout China, was looking 
west — away from the city. Was he look- 
ing off into the distance at Peking, or 
perhaps Inner Mongolia? No one could 
offer a satisfactory explanation. 

It was curious, because Dandong's 
primary orientation is not to the west or 
even to the north; it is to the south. Dan- 
dong is located on the banks of the Yalu 
River, which separates China from 
North Korea along most of their com- 
mon border in Liaoning and Jilin pro- 
vinces. There is a legend that long ago a 
Chinese hero named Xue Dingshan and 
a Korean hero, Ge Shuwen, met and 
agreed that the Chinese would fire an 
arrow into the air and, wherever it 
landed, that point would mark the boun- 
dary between the two kingdoms. Xue 
shot his arrow through the peak of Feng- 





Dandong's bridges: converging foreigners. 


huang mountain and it landed, finally, 
in the Yalu. The actual history of the 
border settlement between the Hermit 
and the Middle Kingdoms during the 
Tang dynasty is, of course, a much more 
complex story. 

The Yalu today is a quiet thorough- 
fare which handles a small amount of ex- 
port traffic. Dandong itself is a small (for 
China), pleasant city with a population 
of 530,000. It is famous for high-quality 
silk and a proliferation of light industrial 
enterprises. Slightly less than 10% of the 
population claims Manchu descent; a 
further 10-20,000 inhabitants belong to 
the Korean minority group. (The 
heaviest concentration of Koreans in 
China is in southeastern Jilin.) There is 
the Chaoxianzu Fandian — Korean 
Hotel — with two separate restaurants 
serving Chinese and Korean food, and 
with signs in both languages. The gov- 
ernment hostel also seemed accustomed 


to catering for Chinese and Korean 
guests alike. The ethnic distinction is 
also accented by the North Korean TV 
broadcasts, which are received easily 
and clearly. 

The excursion to Dandong was or- 
ganised by the foreign affairs offices of 
various institutions in Shenyang and 
Dalian, the Provincial Foreign Affairs 
Bureau, and the Office of Higher Educa- 
tion. Their collective responsibility was 
to ensure that Liaoning’s foreigners 
spent the May Day holiday happily. 

Dandong was only opened to tourists 
last autumn, and its residents were very 
curious at the arrival of such a huge 
number of waiguo ren. This was the first 
time that so many foreigners had con- 
verged on the city all at once. The visit 
started with an enormous banquet given 
in the group’s honour by the mayor. The 
next three days were spent visiting local 
factories and parks, and climbing nearby 
mountains famous for fabulous scenery 
and ancient temples. But undoubtedly 
the most popular event was the boat trip 
on the Yalu. Going out on the river is not 
something that foreigners are ordinarily 
permitted to do, though Chinese willing 
to wait in the long lines to 
board one of the two pas- 
senger ships may take a 
closer look at North Korea. 
In an unexpected coup. 
though, the Foreign Affairs 
Bureau was able to secure 
approval of local Chinese 
and North Korean au- 
thorities to allow an excep- 
tion to be made. 


S: early on May 1 the 
group boarded the 
Yalujiang No. 1, feeling un- 
comfortably like dignitaries 
as hundreds of people lined 
the walkway to the 
gangplank. The motors 
started up and the boat headed down- 
river towards the bridge that carries rail- 
way traffic between China and North 
Korea. Two different styles of architec- 
ture were used by the two sides in the 
1954 joint building project of this so- 
called new bridge. As the boat neared 
the bridge the rusted remains of an older 
bridge behind it on the Chinese side 
came into view; the concrete pylons 
which once supported it still stretched 
over to the other shore. This bridge had 
been successfully destroyed by Ameri- 
can bomber pilots during the Korean 
War. But the price of success had been 
high: one United States war veteran in 
the group reported that close to 400 air- 
craft went down in the attacks on the 
bridge. 

The boat passed into North Korean 
waters without ceremony — unlike 
China's border with the Soviet Union, 
farther north on the Ussuri River, both 








sides seem relaxed about navigation 
limits. Swimming in the river is even al- 
lowed, though regulations posted on the 
beach state that bathers must stay at 
least 30 ms from the North Korean 
shore. Anyone found contravening this 
regulation or discovered climbing 
aboard a North Korean ship will be 
fined. From the boat people could be 
seen jogging in what looked to be a river- 
side park. There was a large group of 
schoolchildren standing on steps that led 
down from a traditionally styled building 
to the water's edge. They waved colour- 
ed handkerchiefs — the Chinese said 
there is often a group there for such a 
purpose. The boat's passengers waved 
back as they came even closer to the 
shore, to within 100 ms or so. The for- 
eigners aboard looked closely at the 
cranes and warehouses on 
the waterfront and at the 
derelict craft that lay to 
one side in the mud, high 
on the bank. There ap- 
peared to be one official- 
looking ship, the Baek Ma 
San, but there was nothing 
really to support the fact 
that this was North Korea. 
The remainder of the 
visit was something of 
an anti-climax: wandering 
around Dandong, explor- 
ing the markets, asking 
about the Japanese occu- 
pation and what things 
were like during the 
Korean War. People were 
very friendly and if there was any re- 
sidual animosity, it was well hidden. 
However, at times members of the group 
were followed by anxious Public Secu- 
rity Bureau staff, conspicuous in their 
bright white caps and uniforms. On the 
last night in Dandong this writer walked 
down to the park adjacent to the river for 
a last glimpse of the lights on the oppo- 
site shore. Just before returning to the 
hostel a freight train from the Chinese 
side came into view and began to move 
slowly away across the bridge. The 
steady, dull thud of the engine grew 
fainter and the lights more distant as the 
train made its way across the frontier. 
Some minutes later, the train dis- 
appeared into the North Korean night. 
The walk back along the quiet streets in 
the Chinese night allowed a moment for 
reflection. And back in the square Mao 

was still facing the wrong way. 
— MARK ELLIOTT 
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The Manila Peninsula. Warm, friendly 
conversation of businessmen from nearby 
and travellers from afar reflects the 
charming appeal of this hotel. 
The Manila Peninsula is managed by 
The Peninsula Group. With a hundred 
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The future of Hongkong 






umn, REVIEW, June 
d$ 23] that “the future 


o? 
^ of Hongkong is not 
ati a question of 
Chinese dignity, but 
a matter of finding an administrative solu- 
tion which will preserve and enhance the 
confidence of the Hongkong people." 
However, I disagree that "Britain must 
continue to be ultimately responsible for 
the administration." 

To make any progress on a solution to 
the Hongkong question, Britain must un- 
conditionally renounce its colonial rule 
and a self-administration constitution 
must be drafted by all parties and ap- 
proved by the National People's Congress 
(NPC) to form an integral part of the 
Chinese Constitution. 

Hongkong should keep its Legislative 
Council but members should be elected by 
Hongkong people every five years. The 
governor should be appointed either by 
the NPC or the Legislative Council for a 
term of five years, but with no executive 
power. The territory should maintain its 
own laws, police forces and judicial sys- 
tem and retain the present free-enterprise 
system. 






The Hongkong Government should be 
able to issue passports to Hongkong Cer- 
tificate of Identity holders and British 
Hongkong passport holders, but the na- 
tionality stated in the new passports 
should be “Chinese.” The official lan- 
guage should be Chinese, with English as 
the second language. 

The People's Liberation Army should 
take over British military bases but be re- 
stricted within the bases under normal cir- 
cumstances, though any serious social un- 
rest would inevitably invite the interven- 
tion of the PLA. 

Hongkong must increase spending in 
public housing projects, tighten the loop- 
holes in laws on corruption, land specula- 
tion, etc., and provide more severe sen- 
tences for serious crimes such as rape and 
murder. 

Although foreign affairs should be con- 
trolled by the Chinese Government, 
Hongkong might have its own flag and 
crest, and join international organisations 
such as the World Bank as a separate en- 
tity. 
Sabah 'CKE 
Despite Mary Lee's denial of being a Bri- 
tish running dog and anti-China, she was 
writing exactly what pleases her British 
bosses and associates. She writes as if she 
were the mouthpiece of all Hongkong 


Chinese rather than that of the elite class 
of Hongkong. She casts doubt on the con- 
fidence the Chinese people have in their 
government, asserts that most Chinese 
would pledge loyalty to the British rulers 
rather than the Chinese Communist Party 
and claims that there is a need for local- 
born and better-educated Chinese to have 
a say in deciding their future. 

First, no local-born and better-educated 
Chinese ever had a say in the past in the 
administration of Hongkong, so why 
should they suddenly be granted the right 
to have a say in the future? Is that proof 
that the Chinese would be more demo- 
cratic than the British? After all, Hong- 
kong is part of China and its territorial 
sovereignty should be decided by all the 
people of China rather than the handful 
who happen to live there. 

Secondly, whether or not the Chinese 
people regard the Chinese Communist 
Party as meriting equal patriotic devotion 
has nothing to do with patriotic Chinese 
claiming back their rightful territories. In 
fact, if the communist party does not stand 
firm on this issue, future generations of 
Chinese will never forgive those who are 
now in power. 

Finally, confidence in any government 
is a matter of faith. Despite the outflow of 
capital and talent in the short run, I am 
confident that China will eventually be 
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nciple vs personality 
veller's Tales [REviEW, June 23] ap- 
IS to have overlooked an essential ele- 
: nt of the British democratic process 
- when commenting on the need for elec- 
-toral reform. Electors may well tend to 
- vote for the candidate representing a par- 
-ticular party. Nevertheless, the theory (if 





- not the practice) of the democratic system. 
is that the enfranchised populace — those 


who have attained the age of majority and 

= are neither peers of the realm nor lunatics 

“= Select a person to represent the in- 

terests of their constituency at the seat of 
government. 

Fhe fact is that over the years groups of 

5 representatives have discovered common 

- interests which they believe, or should be- 


lieve, reflect the will of their electors, and 





. ally themselves under a specific banner. 
But voters still have the-opportunity to 
select the person, not the party. (The 
reason why independents and fringe- party 
candidates are more likely to be elected in 
by-elections rather than in national ones, 


-may be that voters see little opportunity in 


the former to change national policies, 








. and concentrate their minds to a greater | 


. extent upon a personality than a party. ‘a 

C Perhaps reform is required, but let us 
~ not lose sight of the essentials of demo- 
`- cratic representation. For example, what 
< form would proportional representation 
. take? That ruling in. West Germany? Or 
“might a second Tound play-off between 
he first two past the post, as practised in 
rance, be the answer? There must be a 




















é generated by disagreement on what 
— shape reform should take, than on whe- 
 thér or not it is necessary. - 





- Hongkong | A. K. D. TOWNSEND | 





r from Takraja 


m. As you are no doubt aware, almost every 
“issue of your magazine contains “black 


Smudge censoring” carried out before it - 
reaches its Indonesian subscribers. Any- 
thing that may be mildly critical of In- | 
donesia is blacked out, as are all Chinese | 


and Japanese letters or characters. Would 
it be possible for the REVIEW to write any 
. critical articles in code or using fictitious 
names? 
2 Jakarta I. M. FORKRUPSI 


- No blood, no tears 

Your article about our school, Kanrisha 
-—Yosei Gakko (KYG) [REviEW, May 12] 
+ describes in the most vivid and subjective 
‘terms our training style — its means, ends 
© and effects on the trainees themselves. I 
-have worked at KYG since August 1982 as 
- an English trainer, and while I cannot pre- 
dto o know everything about this od 










rong suspicion that whatever the politi- 
cal theorists may believe, more heat will - 





E lié states ibid our trainees are “lite 

ally beaten into shape," that *anything 
goes, including slaps in the face and blows 
from the shinai." Also, "some admit to 

fceling seriously messed up," and "about 
12% of the students finish the course in 
the hospital, with mental or cardiac dis- 


difficult, and calls for great mental and 
physical exertion, not once in my year's 
employment here have I seen a trainee hit, 
by hand or shinai, much less seen any 
blood (“it’s the students who forge them- 
selves, with their tears, their sweat... and 
sometimes blood"). As for the hospital 
statistics, 1 have never heard this number 


| 
| 
| 
| 
While it is true that our training is quite | nally completing the course 
| 
| 
quoted, nor have the other trainers I have | 
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d managed enterprise. 


member of the portfolio management team, and have specific 








The point w was MIS The 
this school, its positive aspects 
the group spirit it promotes, th : 
tion it encourages, the coi 
created between the trainees and 
trainers, the extreme sense of satisf 
and achievement the trainees have it 
pleting each aspect of. training and 






















pletely obscured by the description 
toilsome and mental | 
training process. Perl 
E would interest your’ 













weren't given all oi them, and Tqu sti 

those that they were given. |... 
While I have hardly scraped. the ir 

of KYG’s posue side, much. des 













































Australian Mutual Provident Society is Australia’s largest insurance - | 
company and largest institutional. investor, with -total assets of. - 
$Aus.8.5 billion, of which the share portfolio is about $Aus.2 bill 
The rapidly increasing proportion of this investment allocated. to : 
international markets has led to the creation of this new specialist - 
appointment in the Head Office of this major Australian owned and 





The appointee will report to to the Manager — Share Investments, be a 


responsibility for the overseas portfolio, embracing both international - 
investment strategy and portfolio management. Our client regards this as 
a most important appointment, which will grow in significance, and 
which can offer outstanding career prospects. | 


Relevant experience is essential, and the successful applicant probably I 
will currently be involved in international share investment as an | 
Investment Manager, or as a Portfolio Manager for whom management. >f 
of a global portfolio is the next logical career step. The ideal age range d 
is 30-35, and relevant tertiary qualifications are mandatory. 


Remuneration ES negotiable. In addition to salary it will include car f 


plan, non-contributory superannuation and medical benefit schemes, 
and a housing loan at concessional interest. Assistance with erocanon vE 
expenses will be provided. " 


REPLIES & CONFIDENTIALITY: Please write with full personal, ; | 
educational and career details, quoting reference No. 279145X (FEER) 
to Personnel Services Group at the address below. Unless you stipulate | 
otherwise, applications will be discussed in strictest confidence with our 
client, but no enquiries will be made without your permission. Initial 
interviews will be conducted by a PA Consultant. 


PA AUSTRALIA | 


8th Floor, 100 Walker Street, North Sydney, N.S.W: 2060, 
P.O. Box 210, North Sydney, N:S. W. 2060, Australia, © 
Telephone: (02) 929-7888, ` xh c 


|J PERSONNEL ADMINISTRATIONS PTY. LTD. (Inc. N. 8X 
PA (ACTAS PTY: LTD, (ac. ACT) | 
I NS PTY. LTD: di ACT) 
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| "English Trainer” 
Kanrisha Yosei Gakko 








the adage: Man i not ite [os bread 


| alone.” "True, a developing country should 


endeavour to develop its agriculture, but 


it should not be at the expense of indus- 
 trialisation, of which steel is a vital compo- 
pent. In this present world of machines, 


Zobel should realise there is much more to 
life than eating. " 

"US ROLANDO M. GRIPALDO 
Professor of Political and Economic Philosophy 
Mar . Mindanao State University 


The fate of Wei 


I was shocked and disheartened to read 
[REVIEW, June.16] that Chinese dissident 


"Ner Jingsheng is being held im solitary 
‘confinement, 
only once a month and deprived of writing 
- materials. Ironically, Tread an article else- 


allowed out for. exercise 


where the same week discussing the treat- 


ment of Jiang Qing and other members 
and followers of the. Gang.of Four, who 
are allowed to write and receive letters, 


are provided with materials for writing ar- 
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| vine Biaed client is a multi-national service enterprise. World wide there are 50, 000 employees in 130 locations. 
The Headquarters has been thoroughly re-organized. It is structured on a geographical in place of a functional basis 
-and employs 150 M pl We are now building upa broader managemen team with 4 new positions. We SEAGH fora a 








Vei's "crir are very minor in com- 
ttributed to the Gang of 


punishment is much 





Four. Yet his 


_ harsher, designed to destroy the mind and 


keep him from participating ever again in 
the normal life of the society. It makes no 
pretence of being a method of reform and 
rehabilitation. 

‘In the liberalising atmosphere of China 
today, many of Wei's written observations 
and criticisms, made tithe aftermath of 
the fall of the Gang of Four, seem reason- 
able and justified. Perhaps it is time that 
the courts reviewed his case, and modified 
both the 15-year sente and the terms of 
punishment. Let us hope so. 

Ann Arbor, Michigan NORMA DIAMON D 


A daughter's death | 


I wish to point out that itwas my daughter 
Botum Bopha, not Bopha Devi. who was 
killed by the Khmer uz IBEVIEM, 
June 16]. 


Paris 
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GENERAL MA NAC SE ER 


responsible for. South Pacific, Asia and Middle East 


who will be locatéd i in Switzerland and reporting to the CEO. 


The candidate, with a University degree should have a minimum of 5 years 
acad of general management in a middle-sized enterprise. 






who can fend af 


lependent person, who can take initiative (and keep it), 
Who is achieving results. The candidate must have 


personal integrity, enthusiam and flexibility, and a well developed ability to _ 


understand and communicate with persons from different cultures. 


The candidate, 35-45 years of age, must be fluent in English and have a. 
good knowledge of a second language, preferably French. 


A 3-5 years contract is planned and we offer excellent salary and benefits. 
This challenging and demanding position will enhance future career 
prospects. Applications with a detailed curriculum vitae, EPPA. 


documentation and.a recent photo, should be sent to: 


Espolin Johnson: Management Consultants 


14 Chemin de la Tourelle 
Petit Saconnex, 1209 Geneva 


not later than 7th MO. 


The first Interviews will be held in centra al places i in Australia and isis 
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The aim of last month's Williamsburg summit — 
to 'revitalise the Western alliance' — may have 
as much effect on Asia. There is a growing ten- 
dency within the administration of United States 
President Ronald Reagan to look towards the 
Pacific basin as a pivot for prosperity, with 
Japan as its fulcrum. There are many obstacles 
— not least the increasingly strident industrial- 
policy debate — but some cooperation is al- 
ready under way and the future looks bright. 
Washington correspondent Richard Nations re- 


ports, along with Robert Manning, while China 
economy correspondent Robert Delfs examines China's view of the 
emerging Pacific alliance. Pages 55-62. 





Pages 10-11 

Australian Foreign Minister Bill 
Hayden undertakes a peacemak- 
ing mission to Hanoi as his Ame- 
rican counterpart George Shultz 
assures Asean of United States 
support over Cambodia. 


Page 13 

Despite the misadventures of 
Lieut-Col Bo Gritz, the United 
States and Laos edge closer. 


Page 14 

An Australian High Court deci- 
sion delights environmentalists, 
but raises doubts among state 
politicians about federal powers. 


Page 16 

A constitutional debate on the 
true role of Malaysia's sultans 
arises out of a dispute over dating 
the fasting month. 


Regional Affairs 





Diplomacy: Man with a mission 
Ready for Reagan 
From earth to sky 
Picking up the pieces 
Australia: A breach in the 
dyke? 
Malaysia: 1028 and all that 
Micronesia: A sort of independence . 
The strategic trusteeship 
Japan: Trouble east of Eton 
High-tech spy hunt 
Burma: Going it alone 
Thailand: The church 
clandestine 
Refugees: Sailing into a storm 
The end is not in sight 
An occasion for pride 


Page 19 

Marshall Islands 
President Amatu 
Kabua gets closer 
to an agreement 
with the United 
States on a form 
of independence. 


Page 21 

Brutality at a Japanese yachting 
school raises questions about 
the recent demands for more dis- 
cipline among the young. 


ROWAN CALUCK 


Page 24 

In the wake of a former KGB 
agent's revelations, Japan steps 
up the hunt for industrial spies. 


Page 25 

Burma sticks to its policy of self- 

reliance, though there are now 
some links with Japan and West 

Germany. 


Business Affairs 


Economic relations: Unctad's fragile 
compromise — 1 1. 46 
Budgets: The brakes stay on in Bangkok 48 
Soaking up baht |. . 1 1 11. 48 
Dhaka in search of stability 49 
Cover story: Pax Pacifica — the 
Reagasone prosperity plan —— 55 
Industrial policy, whatever it means, 
aholissus eg te 
Energy cooperation: the pieces are 
doo at Serre 
Asean is the key to Pacific progress, 
China believes n 


Investment: Bickering across 
the Tasman 

Taxation: Hanoi tightens the rein 
In dire need of funds 
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Page 34 

A militant Buddhist group hits out 
strongly against the Roman 
Catholic Church in Thailand. 


Pages 36-38 

The problem of the boat people in 
Southeast Asia is by no means 
over yet — and may drag on for a 
decade. 


Page 46 

A fragile compromise is reached 
at the Belgrade Unctad VI meet- 
ing — but it does not please the 
developing nations. 


Pages 48-49 

Thailand's budget keeps on the 
brakes, while Bangladesh’s 
seeks to preserve the economy’s 
precarious stability. 


Page 66 

A difference in foreign-ownership 
trigger points leads to a political 
row een New Zealand and 
Australia. 


Page 70 

Vietnam imposes new taxes — 
largely as a way of cracking down 
on private trading. 


Page 71 

Sri Lanka’s nearly dormant 
stockmarket is ready for revitali- 
sation, though tax treatment of 
foreign share-ownership could 
be a problem. 


Sharemarkets: Colombo ready and 
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BRIEFING 


Arrests made in 
anti-corruption probe 


Malaysia s Anti-Corruption 


Agency has arrested 11 peo- 


ple alleged to be involved 
in corruption amounting to 
several hundred thousand 
Malaysian dollars. Those ar- 
rested include a former officer 
of the Rubber Industry Small- 
holders Development Author- 
ity, which came under inten- 
sive investigation for suspected 
corruption several years ago, 
and a senior officer of the 
Sabah Land Development Au- 
thority. More arrests are ex- 
pected. —K. DAS 


Jakarta talks to 
Fretilin guerillas 


Indonesian Foreign Minister 
Mochtar Kusumaatmadja has 
confirmed reports from Lisbon 
that Indonesian officials are 
talking with Fretilin guerillas in 
East Timor to bring a perma- 
nent end to hostilities in the 
province. He stressed in later 
statements that these were not 
ceasefire talks, as they were de- 
scribed. in Lisbon, since East 
Timor was no longer a problem 
as far as Jakarta was con- 
cerned. Instead they were an 
appeal to the remnants of the 
rebels to surrender, Mochtar 
said. He added that the talks 
were aimed at pre-empting any 
foreign involvement in the set- 
tlement of the issue. 

— SUSUMU AWANOHARA 


New Sino-British 
talks on Hongkong 


A Sino-British announcement 
on July 1 said talks between 
Britain and China on Hong- 
kong’s future would enter a 
second phase on July 12 in Pe- 
king. Prior to the talks, British 
Prime Minister Margaret 
Thatcher and Foreign Secret- 
ary Sir Geoffrey Howe had 
talks in London with Hong- 
kong Governor Sir Edward 
Youde and members of the ter- 
ritory’s policymaking Execu- 
tive Council, At the same time 
British politicians stressed that 
the views of the Hongkong 
people would be taken into ac- 
count at all stages of the negoti- 
ations. 

In the new round of talks 
with the Chinese, Youde was 
named as a member of the 
British negotiating team, 
headed by Sir Percy Cradock, 





f 


Youde: on the team. 





Britain's ambassador in Pe- 
king. The Hongkong stock- 
market and the local currency 
reacted positively to these 
developments, with the Hang 
Seng Index surging past the 
1.000-point level on July 4. 

— MARY LEE 


Bernama to channel 
foreign news 

The Malaysian Government 
has appointed Bernama, the 
national newsagency, as the 
sole distributor of news from 
all foreign newsagencies. All 
news, as well as features and 
pictures, sent by foreign news- 
agencies will be distributed by 
Bernama directly to local sub- 
scribers from May 1 next year. 
According to Information 
Minister Adib Adam, the full 
service of foreign news sup- 
pled to Bernama by agen- 
cies will be available to sub- 
scribers on request, suggesting 
that without such a request, 
Bernama will distribute its own 
selection. — K. DAS 


Tamils are tortured, 
Amnesty claims 


Amnesty International has al- 
leged that members of the 
minority Tamil community in 
Sri Lanka have been subjected 
to "violent acts of torture." 
The London-based human- 
rights organisation said after an 
investigation that suspects held 
by police under the anti- 
terrorism act were held incom- 
municado and tortures in- 
cluded hanging detainees up- 
side down from hooks, beating 
them with metal bars and driv- 
ing pins under their nails. Rela- 
tives of the victims were denied 
information about their where- 
abouts, and 
hindered from meeting them. 
— MOHAN RAM 


lawyers were. 


BUSINESS 


Debate mounts over 
Japan's defence budget 
A bureaucratic debate ts heat- 
ing up over Japan’s defence 
budget for the fiscal year that 
begins next April 1. Faced with 
large central budget deficits 
and projected revenue 
shortfalls, the Ministry of Fi- 
nance wants to hold all spend- 
ing, including that on defence, 
to the lowest level. Japan De- 
fence Agency officials, eager 
to please the United States 
Government, claim they need 
at least a 10% increase in real 
terms to meet equipment-pro- 
curement goals for 1987. The 
rate of increase in this fiscal 
years defence outlays was 
6.5%, the lowest in 20 years. 
— MIKE THARP 


Seoul slashes spending 

to stabilise prices 

In a bid to stabilise prices, 
South Korea is to freeze its 
total spending for 1984 at 
1983's level of Won 10.42 tril- 
lion (US$13.5 billion) by cut- 
ting deeply into the budgets for 
non-defence programmes, 
slowing up construction pro- 
jects and forgoing wage rises 
for government officials, ac- 
cording to the Economic Plan- 
ning Board (EPB). 

The EPB plan, however, is 
based on the assumptions that 
wholesale prices will not rise, 
consumer prices will increase 
only 1-2% and gross national 
product will grow 7.5% in real 
terms. The EPB said it will 
float no new state bond issues 
in 1984. 

The board said cuts could be 
expected in education, con- 
struction and spending by pro- 
vincial governments. Govern- 
ment hiring is to be frozen, ex- 
cept in the case of teachers and 
policemen. 

— A CORRESPONDENT 


Capital boost hits 
Hongkong DTCs 

Seven registered deposit-tak- 
ing companies (DTCs) in 
Hongkong have relinquished 
their licences following an in- 
crease in the paid-up capital re- 
quirement to HK$10 million 
(US$1.4 million) from HK$2.5 
million from July 1. From this 
date, registered DTCs were 
also banned from taking public 
deposits of less than three 
months' maturity. 


The seven DTCs were Cen- 
tral Finance, E. Tung Finance, 
First Hong Kong Credit, Hon- 
dela Finance, Kingson Fi- 
nance, Kuala Lumpur Finance 
Co. and TKM (Far East). All 
the licences were revoked at 
the DTCs’ own request. 


— CHRISTOPHER WOOD 
Devaluation halts a drain 
on Indonesia's reserves 


Indonesia's central bank gov- 
ernor Arifin Siregar has esti- 
mated the country's foreign- 
exchange reserves at around 
USS7.2 billion, consisting of 
US$3.7 billion in official re- 
serves at the central bank and 
US$3.5 billion outside. The 
March devaluation of the 
rupiah by 27.6% appears to 
have reversed the declining 
trend of official reserves, which 
dropped from US$6.35 billion 
in March 1982 to US$3.35 bil- 
lion a year later. Late last year, 
unofficial reserves outside the 
central bank stood at about 
US$3 billion. 

— MANGGI HABIR 


Four new free-trade 
zones for India 


India has decided to set up four 
new free-trade zones, at Noida 
near New Delhi, Madras, 
Cochin and Putla in West Ben- 
gal. The two existing zones are 
in Santa Cruz (Bombay), 
which is only for electronics 
processing and. at Kandla in 
Gujarat. In addition, over the 
past two years India has per- 
mitted more than 130 units pro- 
ducing exclusively for export to 
enjoy some of the concessions 
of free-trade zones. 


— MOHAN RAM 
Loan signed to build 
Jakarta Landmark 


A syndicated loan of US$81 
million has been signed in Sin- 
gapore for two Indonesian 
companies — PT Ratu Sayang 
International and PT Land- 
mark — for the construction of 
the first phase of Landmark 
Centre in Jakarta. This phase 
consists of a 32-storey commer- 
cial building and a four-storey 
podium to be completed in 
1985. The lead managers of the 
seven-year loan, at an undis- 
closed floating interest rate, 
are Citicorp Capital Markets 
group, Bank of Nova Scotia 
group, Malayan Banking and 
Wardley, while Mitsubishi 
Bank is a manager. 

— V. G. KULKARNI 














| Fearof giving itse 
this sensitive time 
Hongkong Gove 
pursue, for the time being at least, 
graft investigations involving senior 
Officials from departments dealing 
| with the construction industry. 
| However, sources question whether 
| Peking, which has been taking a 
|» firmer line against corruption among 
its own high-level cadres, will be - 
| impressed by the move. They | 
| "fear that a compromising attitude by | 
| the Hongkong Government could 
| be another bargaining point for - 
|. Peking in the debate on the 
territory's future. Those fighting - 
high-level graft and large-scale 
| . white-collar crime have been. 
. complaining privately for some time 
that their activities have been met 
. with a lack of enthusiasm by 
© Governor Sir Edward Youde and - 
-the Attorney-General's 
Department. 


.. AFIRST FOR CHUN 


~ | Ina major bid to raise South Korea's 
| diplomatic profile in the non- -aligned 
| bloc, President Chun Doo Hwan is 
planning a state visit to New Delhi 
later this year. He will be the first 
"South Korean head of state to visit 
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AFGHANISTAN m | 
^ Sixty people were killed when Afghan in- 
 Ssurgents. attacked a Soviet-built grain. silo 
—] near Kabul, Western Bipibimate sources in 
E New Delhi said, (uly. ST: 


4 AUSTRALIA no | 
|. The High Court ruled that the state of Tas- 
i “mania must scrap plans for ine controversial. 
: Gordon river dam Vul Dy. 


; BÜRMA ES | 

- Ambassador to Bangkok U Soe Mylnt « was. 

recalled, apparentljia a victim of a current poli- 
tical purge (July Die l 


CHINA Laas. | 

. Soviet Vice- Foren Minister Mikhail 

Kapitsa was invited to undertake an official 

visit, foreign diplomatic sources in Peking 

p said (July 4). Vice-Foreign Minister Yao 

| ‘Guang will head thé Chinese team at the Sino- 

-British talks on Hoügkong's future, it was an- 
nounced (July 5). 4 


| HONGKONG — 
^ Governor Sir Edward Youde left for con- 
~~ sultations in London. Xu Jiatun arrived as di- 
‘rector of the Hongkong branch of Xinhua 
A hewsagency and China's unofficial represen- 
 tative in TIE territory ( une 0): Sino- Tir 











India, which has diplomatic - 


: M 


` Shultz arrived on an official visit (June. 29). 
The US offered to supply spare parts for the 
| Tarapur nuclear: reactors (June 30), 


| INDONESIA 


was repagu (July 5). 


| NORTH KOR EA 


| PHILIPPINES — 


A —————————— Án 


relations with Pyongyang as well as 
with Seoul. Before returning home, 
Chun will visit Australia, where E. 


is expected to press C anberra to 


take an active role in convening a` 
summit conference of Pacific basin. 
countries. 


STILL GOING STR N 
Despite Japanese pres speculation 
that United States Ambassador to 
Japan Mike Mansfield will not | 
return to Tokyo after his summer - 
home leave beginning this month, 
the 80-year-old envoy is expected to 
stay at his post. His protocol office 
has already sent invitations to social 
functions in October and 
November. Moreover, the 
November visit of President Ronald 
Reagan, who reappointed Mansfield 
to the Tokyo post shortly after he 
took office, bodes well for M ansfiel id 
poe in Japan. - 


BOWING OUT EARLY 











| Malaysia’ s inspector-general of. 





Fan Sri Mohamad Haniff - 


| Omar, , who underwent a heart by- 


ass operation in 1981, will retire 

rom the force in late August Or iw 

Se tember at the age of 44: He rose 
to bis present post at the earl y age: 


INDIA | 
United States Secretary of State George 





first locally designed and built nuclear power 


plant went into operation, it was Tepora 
; (July: 2) | | 


At least 90 people died in a malaria 
epidemic on Gorom.island in the Moluccas, it 


Twenty-three people were killed when a 
North Korean airliner crashed in Labe, 
Guinea, while on a flight from Pyongyang to 
Conakry, diplomatic sources in Dakar said 
(July 5. 


PAKISTAN 

United States Secretary of State George 
Shultz arrived on an official visit. About 175 
people were arrested as tension mounted be- 
tween the Shia and Sunni sects in Karachi 
(July 2). The government freed the editor of 
the banned weekly Al-Fatah, Irshad Rao, 
who had been detained for 30 months, it was 
reported (July 3}. 
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 airliner last year, was sentenced to iif 


elie Ho Chi Am City 


| of 35 foifowing the assassinati 
! his predecessor, Tan Sri Abdul 
Rahman.Hashim, by com 
gunmen in 1974. Haniff a 
from a rare blood disease. 
| Immediately after he quits, 
is expected to go to Harvard ` 
University to study for a masters 
- degree. He is also expected to 
undergo medical treatment in th 
United States. Haniff vill b ; 

replaced as inspector-general by 
deputy, Datuk Mohamad 4 Amin 
Osman. 


A NOBEL EFFORT 


Indian diplomats and pro-.. 
establishment Indian intellectu 
are vigorously lobbying i na 
capitals for Prime Minister Ind 
Gandhi to receive this year’s N 
peace prize, Lobbying bega 
the non-aligned summit in Ne 
Delhi in March and is continuin 
Stockholm, Paris, London z 
elsewhere. Mrs Gandhi's lobb 
are pointing to her stand on wor 
disarmament, against nuclear 
proliferation and in support o 

World interests as her contribt 

















































to peace. A Nobel award woul 
certainly help Mrs Gandhi at the 
next Indian elections, which are 

before Md 1985. : 





New Jersey sailed into Manila Bay for 
day visit (July 3). l 7 | 


SOUTH KOREA a x a 
Opposition leader. Kim Young Sam: 
hospital after a 23-day pungens strike A H 
30). Es l 


SRI LANKA M 
Sepala Ekanayake, who hi jacked an 





prisonment by a Colombo high coui 
29) Three officials of the: opposi i 
Lanka Freedom Party. including vi 
dent Hector Kobbekaduwa, 
p paci sources: said, i 


ave been kept for more than re 
solitary confinement Quly 5). 


TAIWAN : 

A former police commissioner and eigh 
other people were charged with misapprop- 
riating government funds (July 1); 


VIETNAM : 

Australian Foreign Minister. Bill : 
arrived on an official visit (June 29). Th 
people accused of trying to ow 
government were “punished” 
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Australia's Bill Hirvden seeks d peacemaking role 





By Michael Richardson 
Hanoi: Vietnamese Foreign Minister 
Nguyen Co Thach set out tough terms for 
settling the Cambodia conflict and im- 
Eo relations with China in talks with 
is visiting Australian counterpart, Bill 
Hayden. But he stressed, both publicly 
and privately, Hanoi's feadiness to hold 
discussions with its non-communist neigh- 


- bours and said the Labor government in 


Canberra could play a “very, very impor- 
iant” role in helping to promote 
“dialogue” and easing tension between 
Asean and Indochina. 

Thach told Australian correspondents 
towards the end of five hours of formal 
talks with Hayden that Australia was now 
in a unique position. He noted that Aus- 
tralia was an ally of the United States, was 
very friendly with Asean and was close to 
China, but that the ruling Labor Party was 
a consistent supporter of Vietnamese in- 
dependence. So, he said, the only country 
in the region which can “play a very posi- 
tive role for peace and stability in South- 
east Asia is Australia under the Labor 
Party. Under other governments, I could 
not have such confidence and trust.” 

Thach was also politically helpful to his 
guest by not pressing the controversial 
issue of Australia resuming aid to Viet- 


- nam. Before the general election in March 


which took Labor to power, Hayden had 
promised to resume economic-assistance 
rojects to Vietnam (REVIEW, Mar. 3). 
ese were cut off by the previous govern- 
ment under Malcolm Fraser in the wake of 
Vietnam's invasion of Cambodia in 1978 
and Hanoi's refusal to comply with United 
Nations resolutions calling for a total with- 
drawal of Vietnamese forces from Cam- 
bodia to pave the way for dissolution of 
the Hanoi-backed Heng Samrin adminis- 
tration in Phnom Penh and free elections 
for a new government. 

Asean, China and the US have said they 
would strongly oppose resumption of 
Australian aid unless it was conditional on 
a Vietnamese troop pullout. Prime Minis- 
ter Bob Hawke and Hayden have both 
justified deferring a decision on Vietnam 
aid on the grounds that it would jeopar- 
dise their effort, launched in April, to find 
terms for a Cambodia settlement accept- 
able to Asean, Vietnam, China and other 
interested parties. Press reports from 
Hanoi before Hayden's arrival on June 29 
at the start of his three-day visit — the first 
by an Australian foreign minister to the 
Vietnamese capital — suggested that he 
might be told by Hanoi that Canberra's 
peacemaking role would be unacceptable 
unless aid was restored. 

When Hayden returned to Bangkok 


10 


after two days in Laos he briefed Thai 
Foreign Minister Siddhi Sàvetsila on the 
talks. He later told the press on July 3 that 
Thach was more interested in Australia's 
efforts to find a comprehensive solution to 
regional problems than in aid. ". . . Viet- 
nam recognised that if we're to make any 
worthwhile contribution in this process, 
then the resumption of aid in cir- 
cumstances which provoke retributive 
reaction from Asean would destroy our 
standing and the processes we have under 
way,” he said. 

The main aims of the Hayden mission 
were to open the door for negotiations be- 
tween Asean and Indochina, and to find 
common ground that could serve as a basis 
for a settlement in Cambodia. Thach said 
Vietnam's preference was for “direct 





Hayden: ‘an important role.“ 


dialogue” between Asean and Indochina. 
But if that was not possible, Australia 
could help. He did not spell out what he 
meant by “help,” but he apparently sees 
Canberra as a possible intermediary. 


H^ said Thach showed keenness to 
“talk to anyone, anywhere." He said he 
had come away from the Hanoi talks with 
the impression that the "five-plus-three- 
minus-one proposal" for a meeting be- 
tween Asean and Indochina without the 
contending parties to the Cambodia con- 
flict might still be attractive to Vietnam, 
provided no "unreasonable" proposals 
were put on the agenda by either side. The 
proposal, first considered in March, called 
for talks which would include Asean, 
Vietnam and Laos, but not the Samrin 
government or the opposition Democratic 
Kampuchea coalition. 


Man with a mission 


Hayden is aware that Hanoi may try to 
use Australia to divide the ranks of 
Hanoi's opponents. But he also believes 
that Vietnam could become more amena- 
ble than some of its critics suggest to a 
mutually acceptable Cambodia settlement 
with Asean. Hayden said in Bangkok that 
he will fly to Peking early in August to 
explore Chinese thinking on the subject 
and lines of communication will also be 
kept open to Asean, Vietnam, the US and 
other interested parties. 

Two fundamental issues underlie the 
impasse over Cambodia. They are the 
terms Hanoi is prepared to accept for a 
complete withdrawal of its forces and for 
self-determination. "The basic question," 
one Australian source maintained, “is 
whether Vietnam is in Kampuchea to pro- 
tect its [own] national security interests or 
for purposes of long-term dominance and 
control." 

Thach and Hayden said they reached 
agreement on five. points of common 
ground that could serve as a basis for a 
possible settlement. They are that: 

» Peace and stability in Southeast Asia 
must prevail. 

» There must be a comprehensive solu- 
tion providing a regional accommodation. 
» Such an accommodation would lead to 
total withdrawal of Vietnamese troops 
from Cambodia. 

» All countries must respect the self-de- 
termination of the Cambodian people. 

>» Agreement on an international guaran- 
tee of regional security and accommoda- 
tion must be secured. 

Thach did not define what he meant by 
respect for the self-determination of the 
Cambodian people. But use of the definite 
article makes it sound like an ac- 
complished fact. Vietnam's past position 
on this question suggests that Hanoi re- 
gards the strictly controlled general elec- 
tion held in Cambodia in May 1981 as 
being a legitimate expression of over- 
whelming popular support for Samrin. 

At the press conference, Thach main- 
tained that "the main problem, the key 
problem" to be settled is the terms for 
withdrawal of Vietnamese forces from 
Cambodia. He said if "the threat from 
Thailand to Kampuchea" could be stop- 
ped, and security along the Thai-Cam- 
bodia border guaranted, Hanoi would re- 
patriate “a big part" of its troops. But he 
emphasised that total withdrawal could 
only come as part of a regional accommo- 
dation in which the neutral status of both 
Asean and Indochina would have to be as- 
sured and the "threat from China" would 
have to be eliminated, 
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Peking’s “military pressure along Viet- 
nam's northern border, supply of arms 
and other aid to Kampuchean guerillas, 
training [of] subversives for infiltration 
into Laos and Vietnam, occupation of 
Vietnamese border territory and the 
Paracel islands in the South China Sea 
[which are also] claimed by Vietnam," 
would have to cease. Thach added that 
there was no room for UN participation in 
a regional accommodation as long as the 
Democratic Kampuchea coalition, which 
includes the ousted Khmer Rouge regime, 
occupies Cambodia's UN seat. 


nformed sources said one of the main 

worries of the US and some Asean coun- 
tries about Australia's Indochina initiative 
is that it may undermine the impressive 
opposition that has existed, not just in the 
West, but in the Third World as well, to 
the way Vietnam has entered and remain- 
ed in Cambodia. 

Hayden argues that pursuing policies of 
isolation and attrition, including aid and 
diplomatic backing to the Democratic 
Kampuchea coalition, will not make Viet- 
nam succumb and withdraw from Cam- 
bodia. He said in Vientiane that “depen- 
dence upon the coalition as the main in- 
strument for trying to bring about some 
resolution of the situation . . . may well 
prove unproductive." He said there was a 
need to “formulate fresh approaches . . . 
without jeopardising the security or posi- 
tion of any of the countries of Southeast 
Asia." 

Another possible cause for concern to 
emerge from Labor's foray into Indochina 
was a series of measures announced by 
Hayden to upgrade and improve bilateral 
relations with Vietnam. They include 
ministerial visits, academic and informa- 
tion exchanges, trade-promotion assist- 
ance for Vietnamese products in Australia 
and consideration of English-language 
training for Vietnamese. Hayden said 
Vietnamese Education Minister Nguyen 
Thi Binh and Agriculture Minister 
Nguyen Ngoc Triu both wanted to make 
working visits to Australia. Thach said he 
planned to go late this year. 

Hayden said he also gave a firm under- 
taking in Hanoi that Australia would sup- 
port Vietnam’s right to get multilateral aid 
from UN agencies. In a reference to two 
unsuccessful attempts to secure multilat- 
eral aid, Hayden said there had been ef- 
forts in the past to “try to impede the pro- 
vision of such aid at the UN. We do not ac- 
cept that.” 

In Bangkok, he told Australian jour- 
nalists that as a member of the UN, Viet- 
nam had a right to multilateral aid if it 
could demonstrate real need. “Once you 
start politicising these sorts of processes, 
the UN would really start falling apart. Its 
got enough strain on it as it is." He said 
Australia would continue to provide 
money to UN agencies. But, as in the past, 
it would not be earmarked for particular 
countries or programmes. 
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Flowers for Shultz in Manila: it wasn't all roses. 
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Asean wants the United States to play a more 
assertive role in the region, Shultz is told 


By Rodney Tasker 


Bangkok: It now seems clear that United 
States Secretary of State George Shultz’ 
visit to Asean was paving the way for the 
planned visit to the region of President 
Ronald Reagan in November. Anything 
that Shultz may have said during his delib- 
erations with Asean foreign ministers in 
Bangkok, as part of their dialogue session 
following the annual Asean ministerial 
meeting, will now be capped by his presi- 
dent? during the visit to Jakarta in 
November. 

Before Shultz’ visits to Manila and 
Bangkok in June, Asean ambassadors in 
Washington had been alerted to the fact 
that Reagan would be visiting the region, 
after Japan and South Korea, at the end of 
the year. When he arrived in Bangkok 
from Manila, Shultz confirmed the fact — 
and on behalf of Reagan he asked which 
country the president should visit. 

The unanimous reply from Asean 
foreign ministers was that he should go to 
Indonesia because Jakarta has the chair of 
the Asean standing committee following 
Bangkok in the Asean rota system. There- 
fore, while Philippine officials may feel 
snubbed because of the country’s special 
relationship with the US, and Thailand's 
politicians may wonder why Reagan 
should avoid their “frontline” country, the 
US-Asean agreement is that he should 
visit a country which will be the current 
Asean leader, in protocol terms. 

Apart from the fact that Jakarta is the 
current one-year Asean standing commit- 


tee chairman, the other four Asean coun- 
tries are happy that Reagan should go to 
Indonesia because in the past two years 
Jakarta has been rapidly drawing closer to 
the grouping's mainstream policy towards 
Indochina. Earlier, Jakarta tried to carry 
out its own more sympathetic diplomacy 
towards Vietnam, following its invasion of 
Cambodia in December 1978. And it is 
thought that a top-level US visit — 
Washington firmly backs Asean’s policy 
of trying to induce Hanoi to negotiate a 
political solution in Cambodia — will be 
an opportunity for Jakarta to confirm that 
it fully supports the agreed Asean policy 
towards Indochina. 

Shultz told the Asean foreign ministers 
at the beginning of a closed session that he 
thought they were taking a sensible posi- 
tion on the protracted problem of prevail- 
ing on Vietnam to withdraw its troops 
from Cambodia. He added that Reagan's 
visit to Jakarta would be an opportunity 
for Asean to convince his president along 
the same lines. 


he Asean countries feel that reinforc- 

ed US backing for their diplomatic 
position on Cambodia will help to keep 
the pressure on a seemingly intransigent 
Vietnam. It is generally thought that Viet- 
nam is not happy with the prospect of rely- 
ing on the Soviet Union as its sole support- 
er, politically, economically and dip- 
lomatically, and the Reagan administra- 
tion in Washington has made it clear that 
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t the sssue; has also been included on 
S agenda for. future bilateral talks 


greed to.include Cambodia, along with 
land, Afghanistan and other contenti- 
ues, as a result of successful Asean 
ying in Washington. 


odney Tasker 


ome diplomats in Islamabad like. to 


a and Pakistan as a seesaw: when the 
red States has a close relationship with 
istan, bilateral ties with India are cor- 
ondingly cool, and vice versa. At the 
ent, with Washington pouring a huge 
nt of military and economic aid into 
istan in the form of a US$3.2 billion 
e-year package, Islamabad-Washing- 
1 relations are up in the sky, while the 
standing in New Delhi is down to 
arth, cool and correct. 

Against this diplomatic backdrop US 
an of State George Shultz visited 








th ira en foray. He met Indian 
Minister Indira Gandhi, Pakistan's 
ident Zia-ul Haq and other senior of- 
rom the mutually suspicious neigh- 
. But as he departed for the Middle 
St, the diplomatic seesaw remained in 
same position. 
The Indians are not. particularly worried 
bout the US economic aid programme in 
kistan, though there is perhaps a little 
ealousy at a time when India will find it 
nore difficult to obtain concessional loans 
rom international lending institutions, 
as the World Bank, now that China is 
its share. It is the dramatic qual- 
e upgrading of Pakistan's defence 
ipability, with the US supplying Is- 
amabad with 40 advanced F16 fighters, 
hat nettles New Delhi. 





nging a new dimension to Pakistan's 
strike. capacity. The fighters, the In- 
S argue, give Pakistan a potentially 
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ny ee to the viable i re- 


th the Soviet Union with a view to im- 
oving relations. Washington reportedly . 


cribe Washington's relations with 


The Indians look upon the Fl6s as. 


lian territory, bringing offshore oil rigs off 





von Indochina wiuatover on may ae 


Tt is is ; almost like the now-discredited “two 
|| whatevers" 
“late chairman Mao Zedong — endorsing 


policy in China towards the 


whatever decisions Mao made and what- 


tz" isit to the Subcontinent spotlights the 
er ence between US-India and US-Pakistan relations 
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time- -honoured . message. 
States’ support. for Asean’s policy toward 
Kampuchea signifies our full commitment 
to support our common goals in Southeast 





ever instructions Mao gave — which led to 


the: downfall of his immediate successor 


.Hua Guofeng. 


‘Shultz arrived in Bangkok with a similar 
"The United 


Asia,” Shultz said in his opening address 
before going into a closed session with the 


Bombay, nuclear plants in Tarapur to the 


north of the city, fertiliser plants and other 
strategic industries, within range. New 
Delhi has responded by planning to intro- 
duce into its air force a new range of Soviet 

aircraft, perhaps including the MiG29 and 
MiG27. 

In Pakistan, Shultz main priority was to 
bolster Islamabad's resolve in its diploma- 
tic bid to persuade the Soviet Union to 
withdraw its more than 100,000 troops 
from Afghanistan. Before Shultz’ trip, 
there was a suspicion, prompted by re- 
marks by US officials, that Washington 
was not keen to see a successful outcome 
of the indirect talks in Geneva between 
Pakistan and Afghanistan because the US 
preferred to see the Soviets being bled by 
the Afghan resistance. | 
On his arrival in Pakistan, Shultz tried 


| tocorrect this impression by saying that he 
had exchanged letters with Soviet Foreign | 


Minister Andrei Gromyko. He said he 
had tried to assure the Soviets that the US 
did indeed want. a solution to the eun 
prootemy 


» Foon New Delhi, REVIEW Saut und 
West Asia correspondent Salamat Ali. 
and from Islamabad, radi Fullerton. re- 


port: 


“From the I ndian point of view, one » posi- 


| tive outcome of Shultz’ visit was his an- 


nouncement of Washington's willingness 
to help India obtain spare parts for its two 
US-supplied nuclear power reactors in 
Tarapur. He said the US administration 


would help India to obtain the spares from - 
subsidiaries of the American General 
angerous ability to strike deeper into In- | E 


lectrice Co. in: France, ‘Italy at 





five Asean ministers. “We follow your 
























elcome though it may be 
, was not quite good enough for. 


LM 
| the Asean Five. They wanted the US to 
| playa more assertive role in the region, 


and they told Shultz so. It was also felt by 
some senior Asean officials that while it is 
always nice to play host to the US secret- 
ary of state, this time the Reagan adminis- 
tration may have had an ulterior motive. 


t last year’s Asean meeting, Washington 
sent only its then assistant secretary of 
state for political affairs, Walter Stoessel, 


rather than the secretary himself. This 


time, some felt, Shultz” personal appear- 
ance at the Asean meeting, together with 
his follow-up visits to India and Pakistan, 
was being orchestrated by the Reagan ad- 


. ministration to prove to a doubting Ame- 


rican electorate that the White House ac- 


quarters in the US would provide. them. | 
American officials point out that the 
spares are necessary for safety purposes, — 
and that if they are withheld, technicians. 
at the nuclear plants and those living inthe — 
area could be in danger. . 

On the contentious issue of US military 
supplies to Pakistan, including advanced. 
F16 fighters, Shultz simply listened to 
what the Indians had to say, according to 
sources. At Shultz’ press conference, a re- 
porter asking about this was told to ad- 
dress his question to the Indian Govern- 
ment. On possible sales of US weapons to 
India, which relies substantially on the 
Soviet Union for its military supplies and 
technology, Shultz said he had tried to 
clarify misunderstandings about US con- 
ditions attached to such sales. 


ccording to Indian officials, US condi- 

"B tions attached to military sales have re- 
sulted in several possible arms deals fall- 
ing through since October 1980. In its 
programme to upgrade its armaments in- 
dustry, India usually insists on the transfer 
of technology so that it can produce its 
own weaponry, while the US wants to be 
allowed to make inspections to ensure 
against leaks of sophisticated weapons to 
third countries. It is not clear whether mis- 
understandings on US arms sales have 


. now been cleared up sufficiently with the 


Indians to allow New Delhi to start placing 
new orders. Questioned by newsmen on 
this issue, Indian External Affairs Minis- 
ter P. V. Narasimha Rao replied bluntly: 
"Do not ask me.’ 
During his visit to Pakistan, Shultz 
made it quite clear that Afghanistan was 


the most pressing consideration in US po- 


licy towards Islamabad. He toured an Af- 
ghan refugee camp in Pakistan's North- 
West Frontier Province, peered into Af- 
ghanistan from a Pakistani military out- 


post in the Khyber Pass, and told cheering 


Afghan tribal leaders that the US stands 

with them. He also gave the impression _ 

that. Washington has. renewed confidence vs 
| TRU) | 7 



























































. meet all 
a Washington as a bloc. While Asean ap- 
.. preciates the: sincere support it receives 
^. from Washington, it is also aware of its 
strategic and economic importance for the 
"US asa non-communist bulwark in Asia, a 









factor which also benefits Washington's | 


— .main- Asian ally, Japan. The Five, some- 
: what petulantly, do not like being taken 
for granted: 
oo According to Asean conferendo 
"sources, Shultz appeared sympathetic to 
such Asean views. But it was felt that he 
œo faced a long haul with his political masters 
_ in Washington in building up the kind of 
"Consensus necessary for the US to adopt, 
^ once again, a more active diplomatic role 










United Nations-sponsored negotiations in 


Geneva to seek a solution to the Afghan | 


; problem. 
Previously, the impression had been 
' conveyed by Washington of its concern 
' that Pakistan was prepared to make too 
‘many concessions to the Soviets to hasten 
^asettlement in Afghanistan. Significantly, 
after the last round of Geneva talks last 
= month, US officials in Islamabad, briefing 
— the press on the coming Shultz visit, drop- 
ped aline that a settlement in Afghanistan 
© would mean that Pakistan would slip back 
-in the queue for US military and economic 

aid. 

. Pakistan has to tread a precarious path 
i» on the Afghan issue if it is not to jeopar- 
“o dise its highly prized non-aligned status. 
"Three days before Shultz arrived, Soviet 


<: Ambassador to Islamabad Vitaly Smirnov | 


said in a local press interview that Pakistan 

‘has been creating difficulties for itself in 
order to please its foreign friends. 

i The special security relationship be- 

^^^ tween Pakistan and the US is an ambiva- 

lent one for the Pakistanis and is not with- 

Out its concerns from Washington's point 

of view. Zia reportedly pressed Shultz 

during his visit for assurances of a smooth 

flow of aid. Zia is well aware that aid allo- 

cations are subje 

. approval — and that congress had to be to- 

- lerant of the regime's poor human-rights 

' record and overlook reservations. about 

Pakistan's nuclear programme. 

The inauguration of a Pakistan-US joint 

commission for cooperation in trade, edu- 

cation and culture, and science and 






















technology during Shultz' visit was a rela- | 


. tively modest but welcome development. 
< The days when Zia’s martial-law regime 


was cold-shouldered by Washington are. 


long gone. However, the US is obviously 










clear by Shultz in his closing remarks at a 
"press conference in Islamabad when he 
said he looked forward with much antici- 
pation to a scheduled statement by Zia in 





-five n mubassadors dn 


0 US congressional | 


still concerned about a restoration of | 
democracy in Pakistan. This was made - 












ing Vietnam war experience still linger. 
Asean leaders are reportedly generally 

agreed that they would like to see Reagan 

re-elected for another four-year term next 


year. None of the Five was happy with the - 


previous Jimmy Carter administration, 
with its emphasis on human rights — by 
American standards, no Asean country 
can claim to be a good boy in this respect 
— and its soft-pedalling towards com- 
munist countries, such as Vietnam. By 
contrast, the Reagan administration has 
turned a blind eye to human-rights issues, 
and has adopted an unequivocably firm 


stance towards Vietnam and its Soviet 


backer. 
In Bangkok, Shultz was free in his de- 


| able staging post between the Pacific and | 
Indian oceans, memories of the humiliat- 




















and. Laos." 
ears, and the seqiiest which 
brought with him was that Asean s 
help the US to press Vietnam to ha 
the remains of America ces ! 
























Washington and Vientiane e are still Ledaina closer to. one 
another — despite the problems posed by Bo cns | 


By Paul Quinn-Judge 

Bangkok: The private raid across the 
Mekong river last year by Bo Gritz, an 
ex-United States Special Forces lieuten- 
ant-colonel, may have set back both the ac- 
counting for US servicemen missing in ac- 
tion (MIA) and the normalisation of rela- 
tions between Washington and Vientiane. 

The Review has learned that shortly be- 


| fore the Gritz raid became public in late. 
January, the Lao Government had indi- 
| cated a willingness to allow survey teams 
|.from the Joint Casualty Resolution 
. Centre (JCRC) in Hawaii to visit crash 


sites of US warplanes in Laos. 
Such visits have e long been considered a 
key step in the process of normalisation 


and would considerably strengthen the 


hand of President Ronald Reagan's ad- 


ministration in dealing with an uncoopera- 


tive US Congress. After the raid, how- 
ever, the offer failed to arrive. "The Lao 
clearly thought we were playing both sides 
against the middle," said a US official, 
"though. we now feel they know we 
weren't.” —— 

The US has certainly been trying to 
communicate this point to Vientiane. 
Since the foray it has gone to great lengths 


to discredit Gritz. US officials deny there 


was any official support for him. The 
sophisticated radio equipment used by 


Gritz — which gave rise to suspicions of 


covert government backing — came, they 
say, from Litton Industries, one of the 
biggest US defence contractors. 

The Vietnamese Thai, Loh Tharapant, 
who provided Gritz with alleged MIA re- 
mains that turned out to be largely chicken 


bones had, they say, been polygraphed six 
| months earlier and found to be unreliable. 
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on Vientiane its gonündsd inte x 
cussions on MIAs and normalisatiór 

Rapprochement with Vient 
however, a delicate and complicat 
cess. The Americans fee 
dealing with a segment ofthe 
ship which sees the attraction of: cl 
with the West; they also feel thi 
group has to work hard to convince 
leagues of the wisdom of this cours 
Americans are also convinced that. 
has given its blessing to the proc 
they are unsure how much manoe 
ity Laos has vis-a-vis its bigger ally 

MIAs, along with Amerasian: 
and prisoners of war allegedly still T 
Indochina, are said to be the only 7 
sues that Reagan feels strongly ab 
is joined in this by National Securit 
viser William Clark, whom MIA: 
regard as one of their strongest suf 
in the Reagan administration. - : 








































eagan has a constituency bioble n 

lar to his Lao counterparts. 
MIA issues can gain broad suppor 
gress — from the very conservati 
Strom Thurmond to the liberal R 
can Charles Percy and Democrat St 
Solarz. Other conservative memb 
congress, however, are viscerally opp 
to any notion of what they consider 
buying bodies, and are prepared to: 
vigorously any moves to restore aid 
It is for this reason that most eff 
open a dialogue with Laos have ten 


US Government's executive bran 
first moves came at the end of 19. 
relatively juniór congressmen 









mo US$75-100,0 900 worth of medical aid to be 


given to a hospital in Vientiane. Direct US 
aid to Laos is still banned by congress, but 


= the money came from US Government 


disaster relief funds, which are exempt 
from the ban. 

The Lao responded in September 1982 
by receiving a delegation of the National 


__ League of Families, the largest organisa- 
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tion of relatives of US MIAs in Indochina. 
The group was taken to two crash sites, 
and members of the US mission in Vien- 


- tiane were allowed to accompany them. 


Both gestures were unprecedented. 
During their stay in Vientiane the dele- 
gation discussed its own idea of a sliding 
scale of aid programmes and progress to- 
wards diplomatic normalisation in return 
for cooperation in the search for MIAs. 


- On the delegation's return to the US, one 
`of. its members pointedly told a congres- 


mal committee that “the ball is now in 
US Government's court." 

oon afterwards, Deputy Assistant Sec- 
ry of State Daniel O'Donohue visited 


Vientiane and was treated with what ap- 


peared at the time to be mystifying 
warmth (REVIEW, Nov. 12, '82). The 
reason for his hosts' warmth is now clear: 
O'Donohue took with him a list of propos- 
als that Washington could implement 
without recourse to congress. 

The US offered to find buyers for a 
number of Lao T28 propellor-driven 
fighter aircraft that had been flown to 

ailand after the Pathet Lao takeover in 
1975. Proceeds of the sale would be turned 
over to the Lao Government. 

O'Donohue also told the Lao that 
Washington would be willing to subsidise 
transport of medical aid supplied to Laos 
by US voluntary agencies. The govern- 
ment did in fact subsidise transport of a 
shipment of medical aid in May. And, 
O'Donohue said, if there was a consistent 
pattern of progress in resolving the MIA 
issue — apparently defined as visits to 
crash sites by JCRC survey or excavation 
teams — the US Government would be 
willing to consult congress about lifting 
the ban on aid to Laos and would consider 
moving towards upgrading diplomatic re- 
lations from charge d'affaires to ambas- 


sadorial level. 


Early this year a loosening of restric- 
tions on the US mission in Vientiane 
seemed to indicate a Lao interest in keep- 
ing the process moving. Since the Gritz 
foray, however, the signals in both direc- 
tions have been a little slower. 

But in February Laos did allow a four- 
man JCRC delegation to visit Vientiane. 
This was followed in May by the medical- 
aid shipment and by a visit from former 
senator S. I. Hayakawa, now a special ad- 
viser to the president. Hayakawa's visit 
may not have been very productive — the 
elderly special representative was appa- 
rently rather badly jet-lagged during his 
stay — but, Washington hopes, it em- 
phasised once again the Reagan adminis- 
tration's interest in MIAs and normalisa- 
tion. 
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The High Court upholds Canberra's right to stop a dam in 
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Tasmania, thus boosting federal power over that of the states 


By Warwick Beutler 

Canberra: Premier Joh Bjelke-Petersen 
of Queensland described it as the first 
great crack in the federation. Federal At- 
torney-General Gareth Evans preferred 
to call it a victory for the nation's constitu- 
tional system. In Tasmania, workers who 
had just been deprived of their livelihoods 
reacted angrily, threatened a blockade to 
keep their jobs. 

Such were the disparate reactions to the 
High Court's 4-3 decision on July 1 to up- 
hold the federal government's authority to 
prevent the damming of the Gordon river 
in the remote southwest of Tasmania and 
the flooding of what conservationists 
claim is one of the last remaining examples 
of natural wilderness in the world. 


Franklin protester: a bitter battle. 


Throughout the bitter battle over whether 
to preserve the area, the state government 
in Tasmania — assisted by the state oppos- 
ition — insisted that the hydroelectric dam 
was necessary to meet Tasmania’s future 
power needs. 

State and federal election results and a 
referendum confirmed that Tasmanians 
wanted the dam built. But opposition on 
the mainland grew strong, as the highly 
mobilised and vocal Tasmanian Wilder- 
ness Society mounted a massive anti-dam 
campaign. They drew support. 

The former government of Malcolm 
Fraser had pleaded with Tasmania to 
scrap the dam and even offered A$500 
million (US$438.6 million) for an alterna- 
tive thermal power station. But Tasma- 
nian Premier Robin Gray held firm, argu- 
ing that the damming of the Gordon river 





just below the junction of the Franklin 
river would destroy only a minute part of 
the wilderness. 

Sensing the rising tide of public opposi- 
tion, the federal Labor Party defied its 
state organisation and campaigned for the 
March federal election on a promise of 
stopping:the dam. Soon after Prime Minis- 
ter Bob Hawke's government assumed of- 
fice, it put through parliament legislation 
giving it control of the wilderness area. 

That move was upheld by the High 
Court in its 4-3 decision. But the ruling has 
wider implications than preventing 
further work on a hydroelectric scheme. It 
suggests, in its widest interpretation, that 
Australia's signature on any international 
treaty — about 1,500 at last 
count — will be sufficient to 
enable any federal government 
to override the states in the area 
covered by the treaty. The dam 
became an issue because Austra- 
lia is a signatory to international 
treaties relating to the protection 
of the wilderness and because 
the southwest of Tasmania had 
been placed on the register of 
world wilderness areas to be pro- 
tected. 

The Tasmanian dam ruling 
reinforced last year's High Court 
judgment that federal power ac- 
quired by Canberra's ratification 
of an international treaty barring 
racial discrimination and en- 
shrined in the Racial Discrimina- 
tion Act had precedence over 
state laws. 

Conservative forces in Austra- 
lia immediately saw the court's 
latest decision as an assault on 
states' rights — always a sensi- 
tive and politically explosive 
issue. Bjelke-Petersen warned 
that the federal government would exer- 
cise its power over the states in a number 
of "traditionally state" areas. 

Hawke did not assert that the landmark 
decision meant a full-scale federal intru- 
sion on the powers and responsibilities of 
state governments. He denied that his 
government was gloating over the result. 
But Evans, while also denying he was 
gloating, was encouraged enough by the 
result to revitalise the push for a bill of 
rights in Australia, modelled on the Ame- 
rican example. 

While the Tasmanian state government 
held out its hand for compensation at the 
loss of the dam, and while workers on the 
site denounced Hawke as *Bob the Slob," 
constitutional lawyers began rewriting the 
text books on commonwealth-state rela- 
tions. Uu 
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For fast, dependable service 
between U.S. Gulf/West Coast 
and Far East, try Lykes. 

And here's why — 

e Fastest on-the-water trarisit 
times from the U.S. West Coast to 
Japan and Taiwan, and from Japan 
to the U.S. Gulf. 

e Fasteston-the-water transit times 
from the U.S. Gulf to Singapore. 

e Only ro/ro vessels operating 
outbound from U.S. West Coast to 
Japan/Taiwan and Korea. 

e inbound ro/ro service includes 
stops at Hawaii. 

e Fleet of conventional vessels 
operating between U.S. Gulf and 
full range of Far East ports. 

e Cargo handling capabilities 
include breakbulk, project and 
oversized pieces, heavy lifts, 
agricultural machinery, below deck 
stowage in ro/ros, and containers. 
e Plus, Lykes' microbridge service, 
offering through rates and single 
bills of lading between U.S. interior 


R EAST 





points and overseas points via 
interchange at U.S. Gulf and West 
Coast ports. 





Lykes’ Professionals make this 
worldwide transportation system 
work for you. 





Skilled in every phase of ocean 
transportation and point to point 
delivery, Lykes Professionals offer 
you service between the Great 
Lakes, U.S. South Atlantic, Gulf and 
West Coasts and the U.K., Europe, 
Mediterranean, South and East 
Africa, the West Coast of South 
America and the Far East. 

There are Lykes Professionals or 
agents near you. Give them a call. 
Let them make your job a lot easier. 
After all, they've been doing it for 
over 80 years! 


v Lykes Lines 


World Headquarters 
Lykes Center/New Orleans, LA 


U.S. Offices: New Orleans/Beaumont/Chicago/Dallas/Galveston/Houston/Long Beach/Mobile/New York/Portiand/St. Louis/San Francisco/ Washington D.C 
International Offices: Antwerp. Bremen/Callao/Durban/Genoa/Hong Kong/London/Mombasa/Tokyo 
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A dispute over the date of the fasting month spawns 
a debate over the prerogatives of the sultans 


By K. Das 


Kuala Lumpur: As the Muslim fasting 
month of Ramadan reached the halfway 
mark at the beginning of July, an uneasy 
truce seemed to have been established be- 
tween the sultans of the Malaysian states 
of Perak and Johor on the one hand, and 
the elected authorities on the other over 


_ the question of how to determine the be- 


ginning and end of the fasting period. 
The two hereditary rulers, incensed at 
the government's decision to ignore their 
rights on the matter of religious practices 
in their states, declared early last month 
that they would fix fasting dates for their 


State subjects regardless of what the fede- 


ral government did (REVIEW, June 30). 
The conflict brought calls for constitu- 
tional changes to prevent what was seen as 
the breaking down of Muslim unity, since 
such a breakdown could in the end lead to 
a weakening of Malay unity. Leading the 
campaign for change was former prime 
minister Tunku Abdul Rahman, a prince 
of the royal house of Kedah. He was 
uickly backed by such diverse groups as 
the Malaysian Islamic youth movement, 
Abim; the opposition Party Islam in its 
stronghold of Trengganu; the Malacca 
branch of the youth wing of the United 
Malays National Organisation (Umno), 
the key party in the ruling National Front; 
the Muslim Women's Welfare Board, and 
the Kelantan State Religious Teachers' 
Association. Umno branches from 
Kedah, Selangor and Penang also came 
out strongly in favour of changes to the 
constitution to make sure there were no 


conflicts in the future. 


The implication is that the present con- 
stitutional arrangements, which give the 
nine sultans total autonomy in matters of 
religion in the states, should be radically 
changed. None of the officials who made 
the calls for change was willing to be 
quoted on what exactly they wanted, but it 
was obvious that they did not want a situa- 


tion where Islam could become a political 


tool in the hands of the traditional rulers. 
"In short," one source said, “the constitu- 


tion must ensure that the rulers are indeed 


constitutional heads and not political pow- 
ers." 
Such strong language is new in Malay 


politics. The present constitution pro- 
vides, under the Sedition Act, that no one 


shall question the position of the sultans. 
But it does not prevent anyone question- 
ing the implementation of the provisions 
about the way in which the sultans shall 
rule. This fine point has not been the sub- 
ject of any debate since the Sedition Act of 
1970. But if there are to be constitutional 
changes, they certainly will become a mat- 
ter for vigorous debate. 

For the moment the sultans have fallen 
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silent, partly, it is understood, because it is 
regarded as un-Islamic to engage in acri- 
monious debate during the fasting period. 
But in a private audience the Sultan of 
Perak told this correspondent in no uncer- 
tain terms that he would brook no inter- 
ference in the matter of religious practices 
in his state. 

"The matter was discussed in the rulers' 
conference in October last year," he said. 
“All the nine. sultans accepted in toto 
Perak's working paper on how the fasting 
dates shall be determined. Then, without 
warning, someone in Kuala Lumpur went 
his own way. As far as I am concerned, the 
fasting will end on July 11, and Hari Raya 
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The Sultan of Perak: no interference. 
celebrations will take place on July 12 in 
Perak." On the prospect of constitutional 
changes, the sultan was abrupt and dismis- 
sive, stressing that no such changes could 
be made to the position or the sultans 
without the approval of the Conference of 
Rulers. 


W hile this is true, legal experts in Kuala 
Lumpur told the REVIEW that the real 
power lies in parliament. And if the rulers 
did challenge the attempts to change the 
constitution there would be a showdown. 
“No one wants such a showdown,” one of 
the top authorities said, “but it must be re- 
membered that it was parliament which 
passed the amendments to the Sedition 
Act in the first place. It could just as easily 
amend the amendments.” If such changes 
were indeed made, it would weaken the 
position of the rulers. 

One sign that the sultans are aware of 
the changes in the air is that even the 
strong statement by the keeper of the rul- 
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h sal. ot " fect: - t he sultans had a L 
noral obligation to abide by their decision 
in 1972 to authorise the Yang di-Pertuan 
Agung (king) to represent them in rules 
about "acts, observances or ceremonies," 
did not bring a reaction. The keeper of the 
rulers' seal is a civil servant. 

Another change is that the Sultan of 
Perak, who had in the past declined a five- 
year term as king, is now keen to come to 
Kuala Lumpur in that capacity. The sultan 
told the REVIEW that he wanted to come to 
Kuala Lumpur because he was needed, 
and that changes were needed in the way 
the monarchy was functioning. He was not 
satisfied with the way rituals had become 
artificial, he said, and wished to go back to 
the true traditions established as far back 
as 1028, when his family line began in 
Malacca. 

While no one would quarrel with such 
aspirations, even if there are those who 
believe that changing the practices of the 
past 25 years would cause minor prob- 
lems, the sultan's request for one basic 
change is likely to create problems: he said 
that he would want to remain sultan when 
he came to Kuala Lumpur as king. His 
reason for this is that in Perak the son of a 
sultan does not automatically follow his 
father onto the throne. If the sultan went 
to Kuala Lumpur, the state would be 
headed by another of the three royal 
houses, which take turns to rule. He said 
he would feel it was wrong even if a regent 
with limited powers sat on the Perak 
throne. 

According to constitutional experts, 
neither the federal nor the state constitu- 
tions permits a ruler to occupy two 
thrones. The sultan, however, told the 
REVIEW that under the state constitution, 
he could only be away from his state for 
extended periods if he is "across the sea." 
As long as he was "in the same land," he 
had to be sultan. 

The way to overcome this impasse, the 
sultan suggested, was to change either the 
state or federal constitution so that he 
could occupy two thrones. But such a 
change would mean that in future other 
sultans might demand that they perform 
both functions simultaneously, causing 
endless problems not only in logistics and 
security, but also conflicts of interest be- 
cause the king has necessarily to treat all 
states as equal without favouring his own. 

While this problem will come to the fore 
early next year as the sultans meet for- 
mally to elect the new agung, the conflict 
over the end of the fasting month will be- 
come a problem in mid-July. The Perak 
sultan said that his subjects will end the 
fast on the date fixed by him. In Johor too, 
the date has been fixed for July 11. Over 
the next week, the keeper of the rulers’ 
seal must agonise over the way he an- 
nounces the ending of the fast without new 
and angry public outbursts by the sultans. 

But whichever way the problem is resol- 
ved, there is no doubt that the position of 
the sultans in this country will never be the 
Same again as the ordinary Malay con- 
tinues to wonder where his ultimate loy- 
alty lies — with his own state sultan or with 
the government. 
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its record-setting ways, the 

e Average rocketed to another re- 
cord high on July 2, finishing at 8,999.05. But prices 
ell back for the first time in five sessions on July 4 as 
the 225-share index lost 27.47 points to close at 
8,971.58. Blue chips, especially precision machinery 
and electronics issues, maintained their appeal. 
aceuticals stocks also did well, and Mochida 
ippon Kayaku both posted strong gains after 
‘announcing anti-cancer products. The market is 
lil cel to remain firmly attached to Wall Street's coat- 
tails for the foreseeable future, though persistent 
- concern about Japan's trade friction with the United 
States and European Economic Community could 
jar pen enthusiasm to some extent. 


i 
INA e 


JSINGAPUNE: A buying spree boosted fresh 
TEA . . $ * 

pec lative interest which livened up the market. 
'raser's Industrial Index closed at 5,851.51 on July 4, 
ip 260.63 points or 4.7% from the previous period. 
In July 4 alone the index soared 256.35 points, which 
wokers said was a reaction to sharp increases in 
Tongkong and Tokyo, During the period June 28- 
July 1, interest centred mainly on speculative shares 
1d second-line counters but on July 4 attention 
urned to blue chips. Srnall investors, mainly from 
Malaysia, have been very active in the market here 
while institutions have held back, causing some con- 
erm among market sources. Total turnover during 
ihe five-day period was 125.9 million shares, well up 
on the 88 million units in the previous period. 


KUALA LUMPUR: Led by small individual in- 
vestors, the market surged, with Fraser's Industrial 
Index closing at 3,692.70 on July 4, up 106.62 points 
from the previous period's close. Most of the gains 
came on July | and July 4. Total turnover was 85.38 
million shares or a daily average of 17 million units, 
up from the average of 15.7 million shares during the 
previous period. The two best performers during the 
period were gaming stocks Magnum Corp. and Gent- 
ng Bhd. Volume leader was Taiping Textiles, the 
rice of which rose marginally. Interest shifted to 
quality stocks, particularly in the banking sector, on 


July 4, led by Oversea-Chinese Banking Corp. and 
Un ed Overseas Bank. However, brokers cautioned 
that the upsurge ifi speculative counters has driven 


heir prices uA a fundamentals would warrant. 
c “A 

TUNONUNDU: Good news on the political front 
REVIEW, July 7), soon confirmed by an official an- 
nouncement that Sino-British talks on Hongkong's 
future were to resume in the near future, set the mar- 
"ket alight. The Hang Seng Index gained 79,33 points, 
"or 8.29%, to close the period at 1,035.97. Turnover 
was also much higher. On July 4, when the index 
| jumped 52.25 points, value turnover was HK$414 
million (US$58.5 million), more than twice the level 
of recent weeks. Blue chips led the way in what brok- 
_ ers read as a dramatic change in sentiment. This is the 
first time that the market has reacted bullishly to any 
news on the political front since the visit of British 
Prime Minister Margaret Thatcher to Peking in Sep- 
tember 1982 sparked panic selling. 
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other surge for some 


A FRESH wave of buying interest swept several Asian stockmarkets in the period to July 4. 
Indices in Tokyo and Taipei set record highs while Hongkong rallied dramatically with en- 
thusiasm sparked by reports of a resumption of talks on the territory's political future. Singa- 
sharply, while speculative interest aided second-line counters in Kuala Lum- 
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SEOUL: The market reverted to sluggish trading 
during the period, with daily volume dropping to 5.8 
million shares from almost 9 million in the previous 
period. Analysts said the market faced the adverse 
impact of a credit squeeze, with no new factors to 
sumulate it. The composite index marked another 
decline of 3.68 points to close at 121.39, its lowest 
point in four weeks. Recording the sharpest drops 
were vehicle, electronics and machinery shares. 


MANILA: Turnover during the four-day period 
(July 4 was a holiday) was relatively high at P36.1 
million (US$3.3 million) on volume of 467.7 million 
shares. There was brisk activity in commercial-indus- 
trial issues though the sectoral index rose only a point 
owing to concern about the effects of wage adjust- 
ments necessitated by the recent peso devaluation. 
The mining index was off 22.39 points on a wide 
range of price declines. Oils were sluggish. 


AUSTRALIA: The Australian — All-Ordinaries 
Index closed the period at 608.1 points, down 2.5 
from the previous period. Trading levels have been 
generally thin, with interest mostly in blue-chip 
stocks. As the June 30 end of the financial year ap- 
proached, many institutions pulled out of the market 
to wait until the new year before moving back. Local 
demand has been light but there has been good 
offshore demand mainly for the market leaders. The 
index has consistently refused to drop below the 600- 
point mark for any period of time, which. many 
analysts see as a bull point even though on fundamen- 
tals the index should be languishing well below 600. 


NEW ZEALAND: The weak underlying tone of the 


market continued to rule. Volume was boosted by 
rights trading, with NZ Steel and NZ South British 
rights particularly active. The interest-rate decline 
which the market had been expecting, picked up 
momentum with commercial bill rates dropping shar- 
ply. Partial bids for two meat companies failed to 
stimulate the rest of the market. However, the 
NZ$12 million (US$7.9 million) investors will re- 
ceive from these bids, together with the drop in in- 
terest rates, should help underpin the market 
through to the budget, now indicated for July 21 or 
28. 

BANGKOK: Reflecting the annual slowdown dur- 
ing the mid-year book-closing period by banks and fi- 
nance companies, trading was inactive and unevent- 
ful in a period shortened to four sessions by the June 
30 holiday. Average daily turnover was Baht 33.9 
million (US$1.47 million). The Book Club Index lost 
0.17 of a point to close at 125.26. 


TAIPEI: The bulls continued their rampage on the 
Taiwan Stock Exchange and the weighted index rose 
every day of the period to close at a record high of 
765.71, up 43 points. Average volume rose slightly to 
NT$2.1 billion (US$52.5 million). Analysts said news 
of rising economic indicators in the United States and 
of increasing local export orders contributed to the 
surge. Plastics and cement issues remained strong. 
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AUSTRALIA 


Aust. All-Ordinaries Index 
June 28 604 3 
June 29 503.9 
June 30 605.0 
July 1 605.4 
July 4 608.1 
Change on week ~0.41% 

Juty 4 “change 5 

A$ onweek yieki 
Amani 243 +21 82 
Arnpol Explor ation 215 +29 47 
Ampoi Petroleum 155 25 48 
ANZ Bank 417 -12 67 
^ustrahan Com Ind 141 — 10.6 
Aust ahan Guarantee 207 +15 53 
APM 1.91 -26 86 
Bora 291 +07 52 
Bougmnville 274 14 24 
Brambies Inc 257 -04 56 
BHP 661 +30 46 
Broken Hall Sith - -— = 
Burne Pháp 224 09 67 
CIO 228 -50 $1 
Carton Uruted Brewery 259 = 54 
Coles GJ 2 BA +22 60 
Coraico " 280 — 07 
CSA 387 -08 A7 
Duriop Austral 16 -33 78 
EZ industries 605 +17 10 
Ekter Smith GM 358 -27 47 
Hardie J 368 -03 50 
Herald & Weckhy Times 247 +51 76 
ICi Australia 178 +17 a4 
Lendlease Corp 438 +33) 40 
MIM Hoiinis 429 -55 12 
Myer Emponum 140 +29 62 
North Broken rtt 273 -62 22 
Peabo Wallsend 708 ^15 09 
Phoneer Concrete 150 +20 67 
Santos 674 04 12 
Smith H 38! +21 59 
Thomas Nationwede Trans 158 = 71 
Western Minn Ag -50 05 
Westpac 272 +04 66 
Woodede 122 *70 -— 
Woolworths ! 94 25 72 


Hang Seng Index 

‘ee —É ALS 
June 29 941.10 
June 30 964.35 
July 1 983.72 
July 4 1,035.97 
Change on week +8.29% 

Juy4 change % 

HKS onweek yield 
Assocasiod Hiotots 2 60 *182 104 
Anas ind 670 $117 07 
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can be done : away 


time: protecting 





local companies from 














manipulation of their share prices. 
To back up its goal of revit ising the 
market the government has already intro- 
fiscal incentives. A 










3 Iso. no capital-gains 
ofits | ed from share trading. 
This year m companies went public with a 


quotation from the local brokers’ associa- | 


tion, compared with 28 in 1982. But this 
activity has not necessarily translated into 


broader ownership of the companies" 
equity. It is apparent that. companies of- - 


fering, say, 20% of their equity make sure 
that nominees or associates snap up much 
of it. Thus most companies remain closely 


held — many major local private-sector | 


firms are controlled by big families i in Sri 
Lanka. 


there are 149 commercial | 


Qe. 
 Wcompanies and 160 plantation firms 
quoted. The latter, once the backbone of 


the market, will soon cease to exist. Their - 


. estates have been expropriated under the 

land reforms of the previous Sirimavo 
Bandaranaike administration and they 
.exist merely to collect the compenratnon 
“due to them. 

Two of the four éonipensnion instal- 
ments have already been paid and dis- 
bursement of the third is pending. Once 
the final portion is paid and distributed to 
Shareholders, the companies will be au- 
tomatically struck off the register. There 
thus appears no likelihood of any planta- 
tion companies being floated back to the 


< private sector in a reversal of the previous - 


government's policy. 
. The promoters of the stock exchange 


clearly seem to have won the govern- 
ment's confidence. An exchange repre- | 
sentative was recently invited toa meeting 


of the cabinet sub-committee on economic 


. . affairs where a draft act for the establish- - 
. ment of a securities council, as a precursor 


to the stock exchange, was discussed. It 
was agreed that a representative of the 
non-profit-making’ Colombo Stock Ex- 


change Ltd and a director of the economic . 


affairs division of the Treasury work out a 
final draft for cabinet consideration. 

But many Colombo stockbrokers are 
unhappy with the way events are moving. 


They argue that it would have been more | 
logical for the Colombo Brokers Associa- | 
tion, which has run the market here for |. 
some 80 years, to be asked to administer - 


the new exchange. With some feeling left 


out of the action there is lingering resent- 


ment that one or-two. brokers, acting in 
their personal. capacities, were very much 
moving spirits in. the planning of ine ex- 
change. = . 





seas takeovers. or from Overseas | 


-ithe year to December 1982 — to S$3.5 
| | million (US$1.6 million) compared to 
a 4076 corporate- | 
| for non-quoted ^ 


| million in 1981 and Rs 286.8 million in | 
| 1982. The first quarter of this year saw ` 


-joying the tax benefit, he must not sell his - 


| nal investment becomes liable to tax and | 
| the benefit is forfeited. The actual rule is 


 panies with an issued capital of Rs 200 mil- - 
lion are tax-deductible, as are other ap- 


| one is the Employees 
which non- government employers are re- 





. Government incentives to encourage ; 
ws have |} monthly. wages. This fund now totals Rs 










ran of Singapore post- 
ed an impressive net-profit expansion in - 








$$831 284i in 1981 , ace ing to prelimi- | 
| nary results released by the company. 








Gross profits were S$6.million, up from 
S$1.7 million in 1981. Sales revenue also 
more than doubled to. S$14.19 million 
from the previous S$6.19 million: The 
healthy performance was. due to. the 
hotel's expansion in 1981 when 231. 
rooms were added to the hotel's old wing 
of 134 rooms. The directors have recom- 
| mended a pros dividend of 5% for the 
year. | VG: KULKARNI 


Pioneer Sugar sours - 


Lower sugar prices and difficulties as- 
| sociated with diversification moves re- 
sulted in the net trading profit of Austra- 
lia's Pioneer Sugar Mills collapsing 6896 
to A$1.96 million (US$1.7 million) in 
the year to Mar. 31 from the previous 
year's A$6.3 million. The depressed pro- 
fit was earned on group revenue which. 
rose 25% to A$240 million (previously : 
A$192 million). Extraordinary provi- - 
sions and write-offs of A$11.64 million : 
resulted in a final loss of A$9.7 million 
for the year. The group's performance 





(US$147,391) through share issues. This | 
rose to Rs 13.6 million in 1980, Rs 178.8 


another spectacular i increase to Rs 305.5. 
million. | 
This money was raised by a variety of 
companies in industry, hotels, property 





| development, services and finance. Most 
offer a built-in tax advantage, in that in- 


vestments in their capital are tax-deducti- 
ble. However, if an investor sinks his. 
money into an approved company, so en- 


shares for five years. If he does, the origi- 
that investments in approved hotel com- | 


proved companies with issued capital of. 
Rs 500 million. Up to a third of an invest- 
ment in approved companies with a smal- 
ler issued capital is also deductible. a 

The tax rule means that holders of these | 
shares are unlikely to be persuaded to 


trade them on the market. This raises the |. 


question of who the major players on the 
new exchange will be. Right now there are 
not many likely candidates. A potential | 
Trust Fund, to | 





quired to remit 3% of their employees’ 


| million | in cash andi inve 


‘terest charges to-A$16.6 million. 
: A$6.8 million previously. Reflectin 
| versification (primarily the purchas 
| Aquila Steel Co.), the depreciation 






| gn by 25% to HK$40.4 mil 
|. (US$5.3 million) in the year end 


| in property investment and deve 


ket saved it from the recent Hongk 


| payout to 33 cents for the year, up 2 
from the previous year. A bonus o 


age them to invest more actively. - 


the question of when the proposed 
urities council legislation will become law 


viding assistance in the setting up o 


|| been visits on both sides. 
to become operative by August or Sep 


| timistic. 
confident that the government's ov 
liberal attitude to foreign ownership 
be applied to the exchange — f 
ers may, for instance, own 1009 
GCEC cómpany. Commented. W 
era: "There must be safeguard L 










was also hampered by an increase in i 































vision was boosted to A$6.5 milli 
(previously A$3.6 million). The interim 
and final dividends were passed. In t 
previous year the company paid an a 
nual dividend of 7. 5 A cents. - 

. — BRIAN ROBINS 


Crocodile's big bite 


Consolidated after-tax profit of Hong 
kong-based Crocodile Garments. - 




































31. The company, which is also invof 









ment, said its traditional clothing b 
ness was affected by slower sales in 
port and domestic markets. It s; 
cautious approach to the property m 











property-price crunch. Its Croco 
House is 90% let and is generating re 
ring income for the group, the comp 
said. Directors are recommending a fi 
dividend of 20 HK cents, raising the 












for-11 share issue is also being propos 
— A CORRESPOND 























tial equity portfolios (though they 
never been active traders) will s 

market off. Certainly, there is reasc 
believe that the government will e 


It is also understood that the gov 
ment intends to transfer a portfolio w 
about Rs 100 million — accumulate 
years ago from companies and indivi 
who were allowed to pay their wealt! 
liabilities in shares — to the state 
National Development Bank. This 
provide another potential catalyst fo 
market. 

A further imponderable, howev 


















This is a vital prerequisite for the e 
change. Interestingly, the Stock Exchang 
of Singapore authorities have been pri 












Colombo exchange. For example, the 
are assisting in training, and there i 
















The plan is for the Colombo exch: 









tember, though this may be a little : 
The exchange's backers se 
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underpaid and thus vulnerable to corrup- 
tion. (The Dong 650 meal for two men- 
tioned earlier, for example, would con- 
sume almost all of the average honest 
Vietnamese official's monthly wage.) 

Changes in agricultural taxes, also an- 
nounced in March, favour collective ac- 
tivity. The taxes seem aimed more directly 
at encouraging agricultural production 
than eliminating economic deviations. 
Previous agricultural taxes were appa- 
rently based on the number of people in a 
peasant household. The new system, the 
Courier writes, is based on the principle 
that “the same amount of tax is to be paid 
for lands of equal area and fertility." 

Collective land is divided into seven 
categories according to average yearly 
yield of paddy. The highest-quality land, 
that giving more than five tonnes a ha. per 
year (good rice-land in the Mekong Delta 
would produce twice that in a year) will 
pay 700 kgs tax a ha. The lowest category 
of land, giving less than 1.5 tonnes a ha. 
yearly, will pay 100 kgs. Families who are 
not members of collectives will pay higher 
taxes while ethnic minorities will repor- 
tedly pay lower taxes. 

The new system would seem to elimi- 
nate the old practice of assigning local vil- 
lage committees to estimate land yields — 
a practice that some Vietnamese ag- 
ronomists claim has discouraged farmers 
from using land to its full potential. 

The new agricultural taxes reportedly 
will represent up to 10% of total annual 
agricultural output, an increase of about 
3.8%. Taxes, however, are only part of 
the peasant's yearly payments to the state. 
Peasants and collectives also have to sell a 
certain proportion of their produce to the 
government at pre-arranged prices. It is 
impossible to suggest a total average out- 
lay in taxes and these "obligations." A 
production team in Ho Chi Minh City 
which tested the new contract system in 
1981, however, reported that it provided a 
total of 28.8% of its output to the govern- 
ment, put a further 9.5% of output into 
common food stores or seed stocks, and 
distributed 61.7% among its members. 


ket dollar rates, 13 times the official 
rate) on retail goods, the government is 
unlikely to abandon the subsidies. 

The IMF team reportedly also noted 
with disapproval the extremely high 
food subsidies given to senior cadres. 
The team thought that some subsidies — 
notably those to workers, who were al- 
ready receiving bonus payments through 
the contract system — might, however, 
be reduced. 

Despite the general gloom, the IMF 
team seems to have found three reasons 
for optimism. First, the senior officials 
they met seemed to be fairly open to 
IMF ideas. Secondly, exports had im- 
proved. Thirdly, they noted, Hanoi still 
had the ability to persuade its East 
European allies to convert trade deficits 
into long-term loans. Vietnamese in- 
genuity, it seems, is not yet dead. 

— PAUL QUINN-JUDGE 


FAR EASTERN ECONOMIC REVIEW e JULY 14, 1883 





E 
` 


- P ' i ~ E 
ri Lankan plantation: no longer the market's backbone. 


SHAREMARKETS 


Ready —-and waiting 








There are some hurdles in the way of the development 
of Sri Lanka's first formal stock exchange 


By Manik de Silva 

Colombo: Sri Lanka's first stock ex- 
change is due to begin business within the 
next few months, but its success or other- 
wise may well hinge on whether the gov- 
ernment of President Junius Jayewardene 
agrees to scrap a punitive 100% tax cur- 
rently levied on the transfer of company 
shares to foreigners. 

The stockmarket is at present very 
small, with turnover averaging only some 
four or five transactions a day. With no 
formal stock exchange, stockbrokers have 
in the past traded shares through a brok- 
ers' association (REVIEW, Sept. 17, '82). 
But now, in keeping with the liberal 
economic policies of the Jayewardene 
government — which in themselves have 
breathed life into the equity market — 
trading is to be institutionalised. 

Informed opinion here holds that the 
only way the Colombo stockmarket can be 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 


fully activated is by allowing foreigners to 
deal in it. The 100% tax was introduced t6 
stop foreigners from acquiring property in 
Sri Lanka — but the levy applied to shares 
as well as property. Asked about the 
likelihood of the tax being removed, Siri 
Wijesekera, chairman of Forbes and Wal- 
kers, one of Colombo's oldest-established 
broking firms, and also active in the new 
exchange, commented: “It can be done. 
The only thing is, it must be done fairly 
quickly." 

The tax does not apply, however, to 
companies approved by the Greater Co- 
lombo Economic Commission (GCEC). 
There are just a handful of GCEC-ap- 
proved quoted companies — examples are 
Gloweave and Multistretch, two rubber- 
thread manufacturers, Colombo Dry- 
docks and Rainbow Gems. 

The fate of the tax awaits a government 


needless searching for information. 
ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 


send with your payment. 
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B Paul Quinn-Judge 
Ñ sked some weeks ago to explain the re- 
cent changes in the Vietnamese tax 
Po tem, an economist in that country said 
1 intively: "The system seems to change 
N from day to day.” The most talked-about 
~ changes — resulting in a clampdown on 
vate businesses — were immediately 
| risible to visitors to Ho Chi Minh City. 
» R estaurants patronised by foreigners and 
OW ell-off Vietnamese were closed. Some 
ues locked up, others had reverted to 
a P rivate houses. 
_ "The tax people wanted Dong 50,000 
US$5,500] for March," one ethnic 
— Chinese proprietor indignantly told the 
REVIEW. “And that was after coffee 
É money [a bribe].” The proprietor refused 
to disclose his monthly turnover. How- 
. ever, an average meal for two in his place 
S "would have cost around Dong 650. And as 
oh said, 20 tables a night (with at least two 
| Tum each) was not uncommon. 
“Itis now clear that the changes are part 
| ofa package of policy revisions assembled 
the December 1982 third plenum of the 
- Communist Party of Vietnam Central 
_ Committee. The policy changes were es- 
sentially an effort to curb the dramatic ex- 
— pansion of private trading which followed 
the adoption over the past three years of 
-more liberal economic policies. Amend- 
m nts to the tax code were introduced in 
€ March. They aim to increase the state's 
| "role in retail trade and restrict private 
X trading. 
— Although the government has been in 
| ppower for 39 years in the north and eight in 
— the south, it has never fully controlled re- 
tail markets: rather it has had a foothold, 
- stronger at times, more tenuous at others. 
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Biening the rein 
A ietnam overhauls its tax system to curb the 
b. : 'amatic growth of the private trading sector 


ta’ 





At the moment, this foothold is weaken- 
ing. Acommentary in the May issue of the 
official Vietnam Courier noted that the 
free market now accounted for 70% of the 
goods in circulation. The problem affects 
both the north, where the Courier says 
there has been a “surge in the private sec- 
tor,” and the south, where state and 
cooperative trading is still very weak. 

The present taxation system consists of 
taxes on turnover, profits and goods, 
whereas the previous taxes were simply 
levied according to.the volume of produc- 
tion or turnover, regardless of the nature 
of business, trade or enterprise. The new 
taxes will reflect the government’s assess- 
ment of the social and political desirability 
of the work being performed. 

Turnover and profit taxes will be 
heavier on operations regarded as unde- 
sirable, such as trading or foodshops, and 
lighter on those engaged in production. 
Those involved in actual production will 
pay less and those in collectives will pay 
less than their counterparts in the private 
sector. In future some goods — obviously 
those related to production — will be 
exempted from tax; other goods will at- 
tract higher duties. A system of licences 
has also been introduced extending appa- 
rently to factories as well as traders out- 
side the state sector. The licensing is partly 
an additional tax and partly a way to con- 
trol all private economic activities. 

In Hanoi, the authorities, seeking to 
keep closer tabs on the private sector, are 
requiring private entrepreneurs to keep 
their money in state bank accounts — 
where the government in theory can tax it 
more effectively and control the uses to 


In dire need of funds 


An important reason for the tax changes is Vietnam's 


] poor performance on the trade and budget fronts 


“eee ne reason for the new taxes in Viet- 
4° nam, according to an International 
= | Monetary Fund team which visited the 
— | country in April, was to raise additional 
| funds to reduce the country's chronic 
. | budget deficit which in 1982 stood at 
| Dong 4 billion (US$440 million). The 
taxes are expected, in theory at least, to 
raise an additional Dong 2.5 billion this 
year. The IMF team found that Vietnam 
in 1982 had attempted to handle the de- 
ficit by increasing the money supply. 
This succeeded only in further aggravat- 

ing inflation. 
The country's trade deficit was also 





| 70 
! 


very large, the IMF team found. In 1982 
it stood at US$200 million, roughly the 
same as 1981. On a slightly brighter 
note, exports in 1982 grew by 30% to 
US$475 million over the 1981 level. 
Senior officials in Hanoi told the team 
they hoped to increase exports by a 
further 60% this year. This, however, is 
certainly unattainable given the virtual 
paralysis of foreign trading activities in 
the south this year (REVIEW, May 26). 
If the trade deficit continues to grow, 
the IMF team reported, Vietnam's total 
convertible-currency debts will probably 
reach US$1 billion by the end of 1984. 
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Street market: tax on private — 


which it is put. Whether the businessmen, 
who have managed to dodge government 
controls for almost two generations, will 
fully comply is another matter. Officials 
are, however, optimistic since opening a 
new account is a painless process: it only 
takes half an hour, they say. Also, the 
Hanoi City authorities, taking exemplary 
action against some people who had ac- 
quired illegal wealth, confiscated in early 
June 45 houses owned by so-called 
speculators and tax evaders. 


he taxation changes are not mere tech- 

nical readjustments. They reflect a nag- 
ging concern on the part of at least some of 
the leadership that more liberal economic 
policies are a threat to Vietnam's ideologi- 
cal goals. The struggle between socialism 
and capitalism, official articles constantly 
stress, is far from over. The present 
changes are described explicitly as part of 
that struggle. 

Reports in the official media on the 
changes beg two important questions. 
Does the government have the structures 
to enforce the new taxes? And do cadres 
have the motivation to levy them? The 
answer to both is almost certainly no. Viet- 
nam's public servants, like those in most 
other countries in the region, are grossly 


This means further debt default, though 
Hanoi will probably try to maintain at 
least some of its interest payments. 
Hanoi's foreign-currency reserves are 
still almost non-existent — around 
US$16 million, according to the IMF. 

The IMF recommended, among other 
measures, that Hanoi should reduce the 
food subsidies offered to employees of 
the government, state enterprises and 
cooperatives. The subsidies are massive: 
a middle-level cadre, for example, is per- 
mitted to buy 18 kgs of rice a month at 
Dong 0.4 a kg. His family receives simi- 
lar privileges. He can also buy at special 
prices other foods in short supply such as 
" and meat. 

t what the government sells at 
Dong 0.4, it buys at Dong 5-6 a kg. — 12- 
15 times more. Given massive inflation 
and the grip of private markets (which 
seem to base their prices on black-mar- 
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o do your job more effectively — and with 


reater success and satisfaction. 
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FOREIGN 
EXCHANGE 
FUTURES 


34. Foreign Exchange Futures 

he first book to describe in detail 
he operations of the foreign 
xchange futures market! It 
xplains how some traders employ 
urrency futures to limit their 

ore: gn exchange risks and how 
thers use them for arbitrage and 
peculation. Any individual who 
uys foreign-made goods or works 
or a multinational corporation will 
ind this book an indispensable 
uide. 317 pp. US$35.00 








435, Interest Rate Futures 
Written for anyone professionally 
or privately engaged in finance and 


investments — or who is interested 
in learning more about them 
Bankers, portfolio managers and 
corporate financial officers will 
relate to the sections on hedging 
against interest rate risks 
Individual investors will find 
alternate strategies to fit both 
conservative and speculative 
objectives. 413 pp. USS35,00 





sues For The Senior Executive 









THE 
CONCEPT OF 
| CORPORATE 
STRATEGY 


| 


23. The Concept Of Corporate 
itrategy 

‘overs in depth the four major 
unctions of the chief executive | / 
ecuring the attainment of planned 
esults in the present 2/ producing 
wth technical achievement and 
'uman satisfactions 3/ making a 
listinctive personal contribution 4/ 
Haining policy affecting the 
uture. 180 pp. USS20.00 






Corporate 
information 
Systems 
Management 


It 231. 280 «1j 
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424. € te Information 
Systems Management 

^ volume that addresses the issues 
of strategic planning in thc design, 
implementation, and control of 
large-scale information systems 
Focusing on the entire information 
system fonction in a Corporation, it 
blends the management of IS 
technology with the role of general 
manager. 211 pp. US$23.00 





ow Jones Irwin Reference Books 


NOW JONES 
AVERAGES 
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430. The Dow Jones Averages 
1885-1980 

This magnificent volume is an 
absolute must for brokers, bankers, 
stock analysts, market researchers 
and students of the market. It is 
the only complete source for all the 
Dow Jones daily averages at the 
close of cach trading day from 
1884-1980. A chronological history 
gives a detailed account of how the 
averages began, when and what 
changes took place, and why the 
averages have to change. US$60.00 











Tie (ba 2251. 
BUSINESS axd 
INVESTMENT 

ALMANAC 





And Investment Almanac (1983) 

A vast compendium of information 
of interest to businessmen and 
investors. The major focus is on 
information for investment 
decisions. Includes major stock 
market averages, price-earning 
ratios, review of major futures 
markets, charts for future - traded 
commodities, mutual funds 


performance, price performance of 
collectibles (Southeby's index) and 


more! Recommended for all 
libraries. 638 pp. US$25.00 
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431. The Dow Jones Irwin Business 


436. Managing Bank Assets And 
Liabilities 

A book that explains in detail how 
bankers can prudently seek to 
maximize profits within the 
constraints imposed by liquidity 
and interest rate risk and by 
capital adequacy. A uc 
important management arca! 429 
pp. US$42.00 


437, The Dow Jones-Irwin Guide 
To Commodities Trading 

A valuable reference that starts 
with a general overview of the 
market, and continues with 
analysis of commodity price factors 
which determine cash price and the 
specific facts and trading systems 
that the trader will be dealing with 
357 pp. US$25.00 





426. Valuing A Business — The 
Analysis And Appraisal Of Closely 
Held Companies 

The essential book for any person 
who needs to know the value of a 
closely held corporation or un- 
corporated business. Beginning 

with the fundamentals of 
valuation, the book presents both 
theoretical principles and generally 
accepted practices. Methods are 
also applicable to regular 
corporations, general and limited 
partnerships and sole 
proprietorships. 410 pp. US$60.00 







425. The Analvsis Of Financial 
Statements 

Ideal for anyone who must be able 
to read and analyse a financial 
statement intelligently. Chapters 
include: Tools and Techniques 
Analysis of Short-Term Liquidity 
Fund Flow Analysis, Asset 
Utilization and much more. 311 
pp. US$25.00 
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[ GUIDE 

ITO 
INTELLIGENT | 

| INVESTING 


438, Guide to Intelligent Investing 
Geared to the investor who wants yi 
to create and handle his or her own 
pn The book covers the 

sics of sound investing, how to 
formulate investment objectives, 
sources of information, evaluation 
of stocks, bonds, options and 
special situations and more. The 


key to building à rous 
future! 351 pp. USS17.50 





427. The Versatile Manager 
Describes the use of the famous 
grid approach when motivating 
and communicating with 
subordinates, peers and superiors. 
Understanding what action is 
appropriate to a given 
circumstance js an essential trait 
for successful management. This 
volume shows how anyone who 
aspires to leadership can master 
versatility. 233 pp, US$20.00 



































} 
roa uss C 


FEER/O714 l 


w — Eee Er — — ll o rll — o t9 4— č — — o ë e 










me that offers thorough 
eof the expanding position of 
controller in today's corpora’ 











s systems, financial 
sis; fi nancial responsibifity and 
E. budgeting and performance 

1253 pp. USS6t. 90 
















TARIC, market faula ioar and ^ 
in a comprehensive yet 
orm. Required reading for 

intelligent pürtfolio Visegenent 394 


































The Modern. Accountant's 


E. odern Accountants Handbook is 
€curate, up-to-date reference 
Cavers current accounting 








197. Investment Manager's Handbook 


A reference that is a single 
comprehensive os to developing 


| portfolios that v will ! mast beneh t your 


-Hüp 1 pre op ‘ 
professional s, and the information is is 


TRPA innovative and practical, 
7 pp. USS60.90 


200. Chie Executive's Handbook 
Ninety chief executives have : 
contributed 85 chapters to this book 


chapters which cover every facet of the ] | 


chief executive's job. The list of . 


&Ontributors reads like a who's whe of 


American business. The Chief 
Executive's Handbook contains a 
brilliant panoply of the ideas, insights, 
hunches, observations, and thoughtful’ 
ruminations of the people who are on 
the firing line every day. 1106 pages. 


| USS60.00 


203. The Bankers" Handbook 


Covers every topic of importance to the | 


practising banker and the businessman. 
who-uscs the services of a bank. Hs 87 


chapters place the money Knowledge of. 





| coverage in the book. 


ntial Management Handbooks From Dow Jones Irwin 


198. The Managerial and Cost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting 


: problems of modern business 





enterprises. Includes: background and. 

concepts, use.of information. 

organisation and control systems, 

Mag ing trends and much more! 1297 
USS60.00 





201. The Treasurer's Handbook 
The Treasurers Handbook will 


t provide: you with an almost 
inexhaustible source of ideas which you E 

i can apply toboth day-to-day work as 
well as tà. even more important 


function of long-term planning. For 





those wha wish ta do further research 


on any particular subject. the editors 
have included a compilation of 
references which igh on the 
1210 pages. 

t S868. AM 











| 204. Financial Executive's Handbook 


A compact, authoritative source of 
information an every aspect of Finance, 


.,Formula's for yield; total return. 
market valuation, accounung . 


more! 299 pp. U8$20.00 


MP Mail Order Bookshop brings to the busy executive, investor, and 
oney market professional a selection of invaluable business reference 
'olumes. Each book is designed to give you the kind of information you need 


432. Money Market Calculations 
Yields, Break-Evens And Arbitrage 
Without the use of a computer, 
hundreds of calculations for 
determining the true yield of 
money market instruments under 
varying conditions can be done, 
and this books shows how. 


valuation, expected rate of return, 
yield un daily compounding basis. 
and much, much more are 
included. 429 pp. US$36,00 








439. Your New Swiss Bank Book 
An accurate guide for planning 
your security m es turbulent 
1980's. Inclades all the facts you 
need ta know: the four fimits to 
Swiss bank secrecy, what the great 
values of Swiss banks outside 
Switzerland are, what services 
given amounts of capital will buy, 
whether you should have a 
"numbered account’ and much 



























428. The Business Of Winning 
How to succeed in business by 


| . are clearly stated, 
and graphs to support and clarifl 








Required Reading For Investors And Moi 












433. Modern Portfolio Theory .. 
In a unique blend of the acaden 
and practitioner's points of view: 
this volume provides the portfoli 
manager and the individual ~ 
investor with current state of the 
art concepts and applications fo 
money manageihent. The conce] 
th diagrams 









the explanations, Supplements © 
provide mathematical details. 
pp. US$55.00 
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440. Foreign onal In Unity 
States Reat Estate 
if you are a non-citizen conside 
investing in US property ora 
person who wants to meet the: 
foreign investor's needs, this ba 
will save you time, trouble and: 
money, This comprehensive g 
follows the investment process: 
from the buyer's view point and 
deals with the special problems i 
anonymity, curtency controls, < 
property management, joint 
ventures etc, 655 pp. USS60.50. 




















429. English Communication: :: 
System The World Of Business. 
Management i 
A comprehensive Chinese and 


i English course reviewing all 


management basics. Covers 


"development, budgeting, 


90 of the country's leading bankers s 
| tbe fingertips of bankers arid 

| businessman alike. in concise, 
analytical style. Easy to usé to help the 
| businessman determine the best 
methods for improving the handling of | 
his own banking 1191 PP- USS60.00 — | 


really trying! A comprehensive 
basic and advanced guide to- 
managing for personal and- 
corporate profits, illustrated by 
detailed examples, how-ta-do-tt 
kits and case. Nisiories, 2 227 pp. 
USS26. oo 


e The sixty-five contributing 
hors have been involved extensively | 
ormulating their companies 
counting policies. They deal with 
eas that have been developed and 
ed and, most important, ideas that 
'ork! US$68.00 














The 73 authors, cach a icading 
corporáte executive and an export in his 
held, cover areas such as management 
control, capital management, 
accounting, mergers and acquisitions. 

] systems analysis, asset management, 

| ste. 1264 pp. USS60.00 









. Sigtements, marketing, producti 
systems, payrolls forms etc, Four 
nglish cassette tapes contain 
. dialogues relating to every aspec 

of the business management 
environment and operation, 
Us. 00. 





























































the real concern over foreign investment is 


not with the, New Zealand companies, - 


small by international standards, but with 
“the possibility of encroachment by large 


multinationals which could use a New: 
Zealand subsidiary to obtain back-door 
entry to Australia if the rules were re- 


laxed. It is this that has made the National 
Bank application a delicate issue — Na- 


tional. Bank is wholly owned by Lloyds 


Bank of Britain. 

Banking and finance appear to be the 
main sticking points. Muldoon mentioned 
two recent cases — presumably the two re- 
_jections Keating talked about — in which 
New Zealand finance houses (he did not 





name them) had wanted to take over Aus- | 


tralian companies but were allowed only 
50% shareholdings. In one case, he said, 
the New Zealand company had put in 10 
times as much money as its Australian 





Growth uses 


: Bangkok: A sharp increase | in energy: con- 
sumption since early this. year, accom- 
'panying the evident economic recovery 
now taking place in Thailand, is raising 
concern in some policy-planning circles. 
. From an approximately 576 rise in 1982, 
- energy demand this year is. expected to 
go up by nearly 8%, significantly more than 
the 4.7% average annual growth target 
| under the fifth five-year plan (1982-86). 

Figures from the National Economic 
and Social Development Board (NESDB) 
show that oil and gas consumption shot up 
almost 8% during the first quarter of this 
year, compared to a 3.8% increase in the 
same period of 1982. With the exception 
of benzine, demand for all oil products 
rose. The increase was particularly pro- 
nounced for liquefied Penola gas and 
kerosene. - 

A series of oil price reductions i in March 


averaging about 5%, which came as a re- | 


“sult of declining world crude ; prices, was 
éxpected to further fuel energy demand 
throughout the rest of the year. 

Owing to a combination of the reces- 
sion, government energy-conservation ef- 
forts and lower demand for bunker oil in 
electricity generation through the partial 
substitution of locally produced natural 





gas, Thailand's oil consumption in 1982 |- 


rey in rapped by 6 6, 2 o. 








cator de the. recovering economy, ‘the 


sharp rise is viewed with dd in view 
of the government policy. 
Iy S . dependenc 






Privately, officials have indicated that ' 
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owned finance houses in New 
divest themselves of 50% _ of. 
shareholdings. He disclosed that one of 
_ the applications held up under the freeze - 
was from an Australian branch of a British 
merchant bank. : 
On the question of foreign Ownership; | 
Muldoon said the National Bank had a 
New Zealand board ánd noted that “the 
Australian Government is advocating the a N 
cause of the Australian motor industry |. : 
which is very largely owned by the multi- tioa of ade, pc 
nationals Ford and General Motors.” `° e expected t 
The Perd now is that Muldoon is ae | 





in a pe sectors of thee économiy t 
proaches seem on the face of thi 
patible — unless some way can be fi 
treating each other's investment as 
nal” rather than lee ae and still elim 























































the same time is writ 
his case. “Between Australia and New | 
Zealand we've got to sort out these dif- 
ficulties and I hope we'll be able to do that 
over the next month or two." 





| that harmonisation of investmer 1 
desirable. 









more energy dust Spurred by dedlinius inter 
and lower oil prices, demand for 

, duction of cars during. the: te 

targeted consumption this year, NESDB |: rose 34% and 49%-rest 
deputy: secretary- general Phisit Pakkasem | duction is expected to reach: 
cautioned: "This suggests that demand- | this year, compared . to T C 
management policy. has to be more effec- | 1982. Bs 
tively implemented by the government.” Reflecting an upturn in bee 
Current offshore: gas production of | sector, cement sales.rose 1 
about 160 million cu. ft a day plus onshore | the first quarter compar 
crude-oil production averaging less than | 1982 period, while applica 
5,000 barrels a day from the Sirikit field | ing permits in Bangkok rose 30 
(REV IEW, Jan. 27) are expected to substi- | industries recording improved p 
tute for about 15-16% of total imported | mances included electrical appli 
energy this year. As a result, Thailand's | machinery, glassware and bottles 
oil-import bill in 1983 is expected to be | selected consumer goods. 
around Baht 52 billion (US$2. 26 billion), The recovery is being further reinfo1 
down from Baht 58 billion i in 1982.. by active private investment. Durin 
first four months, applications for | 
of . Investment (BOI) promo 
privileges rose 42% in number and 
in value (of proposed investment) c 
pared to the same 1982 period. Im 
capital goods rose 22% while indus 
"credits increased at a. Baht: 1. 
monthly average over the same perioc 

Presenting the fiscal 1984 ndge 

House of finister Prem. Ti es on June 















































uoting a joint NESDB-World Bank 
projection of the Thai economy's out- 
look up to 1987, Phisit told a British 
Chamber of Commerce meeting on June 
30 that the imminen 'conomic recovery, 
faster rate of urbanisation and lower oil 
prices would. push. up energy demand by 
6.3% a year on average during the period, 
compared with the 4.7% fifth plan target. | 
"So, the. energy-conservation program- IH 
me, correction of price distortions among | 
oil products and other demand-manage-- 
ment measures will h: n 
forced." | | | i nstruc 
Phisit said gross. danie produci 1m bins PR within t is 
would expand by about 5.594 this year, up |. Meanwhile, NESDB. proje Ho 
from 4.296 in 1982, as a result of higher bi 


| Baht billion trade deficit an 
growth in the agricultural sector (2. 4760), 


| 40 billion current-account deficit thi 
industry (776) and construction (1%) up from Baht 38.4 billion and - 


est billion, respectively, in 1982, are sim 
-. | earlier estimates from the Ban oi 












































































sectors, each contributing roughly 
| ter. vi GDP. 5 : 
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Bickering neighbours 


New Zealand protests at Australia's foreign-ownership trigger 
point, which it says breaches the spirit of a recent trade treaty 


By Colin James 

Wellington: A political row has broken 
out between Australia and New Zealand 
over their differing rules on foreign invest- 
ment. The row, which spilled into the 
open after a visit by New Zealand Prime 
Minister Robert Muldoon to Canberra on 
June 23-24, runs counter to the trading 
goodwill intended by the CER (closer 
economic relationship) free-trade treaty 
which came into effect this vear. 

The problem surfaced at a meeting of 
Australian and New Zealand business and 
official representatives in Sydney in mid- 
May. There, New Zealand businesses 
aiming to take advantage of the treaty by 
buying into Australian firms to improve 
production and distribution facilities, 
complained that because of the different 
rules they were disadvantaged compared 
with Australian firms investing in New 
Zealand. 

At issue arc the trigger points for 
foreign ownership of local enterprises — 
15% in Australia and 25% in New Zea- 
land — above which approval is required 
from either the Australian Foreign Invest- 
ment Review Board (FIRB) or the New 
Zealand Overseas Investment Commis- 
sion (OIC). Australia shows more con- 
cern about ownership than New Zealand, 
requiring in some cases 50% _ local 
Shareholding and in others delaying 
foreign bids by 90 days to invite bids from 
local firms. The New Zealand OIC says 
the level of equity participation is only a 
relatively minor factor in assessing prop- 
osals. 

Australian ownership of New Zealand 
businesses is widespread and includes 
total ownership of two of the four trading 


banks — the Australian and New Zealand 
Bank and the Westpac Bank — part own- 
ership of a number of other finance houses 
and ownership of a considerable number 
of New Zealand secondary-industry firms. 
New Zealand, as a smaller country and a 
later industrial developer, has a much less 
prominent stake in Australian business. 

At the Sydney meeting, New Zealand 
businesses complained that the differ- 
ences were "loaded in Australia's favour," 
and against the spirit of CER — though 
capital movement was not part of the CER 
negotiations and forms no part of the for- 
mal agreement. They found allies in bank- 
ing and official circles: a senior Australian 
banker said that "New Zealanders and 
Australians should stop regarding each 
other as foreigners when investment pro- 
posals come up. " 

New Zealand has been liberalising its 
approach to foreign investment — even al- 
lowing some foreign investment in prop- 
erty. OIC secretary Bruce Rampton said it 
would be “comfortable” to allow an Aus- 
tralian company 100% ownership of a dis- 
tribution operation to market its own pro- 
ducts in New Zealand and to own fully a 
component-manufacturing plant in New 
Zealand for re-export to its own produc- 
tion facilities elsewhere. 

Australia, if anything, may have be- 
come less liberal with the election of the 


CORRECTION 
In Biting the peso bullet (Review, July 7) it was 
stated as the result of a processing error that the 


Philippine consumer price index could rise by as 
much as 14%. That estimate applied only to 
domestic oil prices. 





Labor government of Prime Minister Bob 
Hawke in March. Large-scale ownership 
of heavy and resource-development in- 
dustry by foreign interests has been a sore 
point with the Labor Party and its election 
manifesto stated that it would "reverse the 
current trend towards increased foreign 
domination of the Australian economy by 
seeking increased Australian ownership 
and control of resources and enterprises 
and by carefully regulating foreign invest- 
ment and short-term financial flows." 

The previous Liberal-led government 
of Malcolm Fraser had proposed to allow 
the entry of some foreign banks. This 
proposal went on ice with the Hawke gov- 
ernment’s election. With it went the hopes 
of the National Bank of New Zealand to 
join its two Australian-owned New Zea- 
land trading-bank counterparts and the 
state-owned Bank of New Zealand (which 
has been a rare exception to the no- 
foreign-banks rule) in operating branches 
in Australia, principally to service its New 
Zealand exporting clients. 

The stalling of the National Bank bid 
and of other proposals by New Zealand 
companies to buy into Australian firms 
prompted Muldoon, às minister of fi- 
nance, on May 25 to direct the OIC to 
refer Australian takeover or set-up pro- 
posals to him — and he has frozen all ap- 
plications. About 20 applications were 
frozen by the time he went to Canberra. 

Muldoon had little success in talks with 
Australian Treasurer Paul Keating, who 
expressed satisfaction with the current po- 
licy. Keating said that since 1976 only five 
of 394 New Zealand bids had been re- 
jected and that only two of 11 had been re- 
jected since Labor came into office. (In 
fact, only days before Muldoon's visit it 
was revealed that two takeover bids by 
New Zealand companies had been ap- 
proved by the FIRB.) Keating also told 
Muldoon that it would be at least another 
three months before a decision was made 
on the National Bank application. 


uldoon declared Keating's attitude 
disappointing and subsequently de- 
scribed Keating as an inexperienced 
minister accepting without question à po- 
licy put together by the Australian Trea- 
sury, the secretary of which, John Stone, 
had — Muldoon felt — “far more to do 
with making policy than a secretary of 
treasury ought to have." 

This last comment was not lost on 
Hawke. Stone is widely regarded in Aus- 
tralian Labor circles outside the govern- 
ment as an arch-conservative and his re- 
tention by Hawke in the face of party de- 
mands for his dismissal has provoked criti- 
cism of Hawke within the party. Hawke 
warned Muldoon off. “There is a tendency 
across the Tasman by the prime minister, 
for perceived domestic purposes, to bag 
my treasurer,” he told the National Press 
Club on June 27. “He is treading on very 
dangerous ground with that direction.” 

Keating himself said on June 28 that 
Muldoon had made remarks during his 
visit that had stunned and embarrassed of- 
ficials from both countries. Keating in- 
sisted that Australia was operating a non- 
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e ARE the worms being fumigated 
from the woodwork? Or are they being 
entombed under a thick coat of account- 
ing varnish? Publication of a series of ac- 
counts of major Hongkong deposit-tak- 
ing companies (DTCs), mostly sub- 
sidiaries of major banks, provides some 
interesting insights into differing treat- 
ments of actual or expected losses on 
loans to such corporate fiascos as Eda 
and Carrian. 

It is too early — or at least was at the 

end of 1982 — to quantify the likely size 
of loan losses from Eda, et al. But with 
many property companies having made 
big write-offs of values, one might have 
thought financial institutions would 
have made full provisions now. 
e BUMIPUTRA Malaysia Finance 
(REVIEW, July 7), which has a uniquely 
worm-eaten loan portfolio, solved the 
problem by admitting, for the time 
being, only relatively modest provisions 
of HK$110 million (US$15.5 million) on 
a HK$5.5 billion loan book. But it im- 
plicitly accepted the likelihood of losses 
which would easily wipe out its HK$89 
million net worth by stating that its par- 
ent, Malaysia's Bank Bumiputra, had 
given an undertaking to assume BMF's 
liabilities should borrowers become in- 
solvent. 

This solution was on much the same 
lines as that of Wardley, the Hongkong 
and Shanghai Bank subsidiary which an- 
nounced a profit of HK$164 million but 
shuffled massive amounts of doubtful 
debts on to its parent, which undertook 
to cover "certain accounts.” 

Another big licensed DTC, Uban In- 
ternational — an Arab-Japanese joint 
venture with total assets of HK$4.1 bil- 
lion — seems to have few problems with 
bad loans but, as a participant in the 
money market, suffered from the col- 
lapse of fellow DTCs. However, the 
damage is undisclosed as Uban "has 
been indemnified by its shareholders 
against all or any losses" on DTC depo- 
sits. 

Barclays Asia may be second only to 
BMF in the size of its doubtful debts re- 
lative to its total loan portfolio of 
HK$790 million. This includes some 
hefty chunks of Carrian and Eda. But 
Barclays is rather more open about 
things than BMF. Barclays made no 
more than a nominal bad-debt provision 
but tacitly admits the situation is pretty 
bad by saying that certain loans "may 
prove irrecoverable." In the event that 
they do, the British parent will either 
cover the losses or provide additional 
share capital. The accounts also reveal 
that of the loan-book, HK$82 million 
was unsecured and HK$177 million sub- 
ject only to guarantee. 

e IN contrast to Barclays’ admitted dis- 
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comfiture, another big lender appears, 
at first glance through the published ac- 
counts, to have come through relatively 
unscathed — West LB Asia, subsidiary 
of Westdeutsche Landesbank. West LB 
is a big lender to the Carrian group — it 
is listed as one of the group's bankers — 
and also had exposure of some HK$64 
million to Eda Investments. 


West LB Asia's profit declined from 
HK$22.8 million to HK$12.4 million in 
1982. The main reason was an increase 


of HK$19 million to HK$29 million in 


the bad-debt provision. However, that 
looks modest on a loan book of HK$3.1 
billion. Possibly West LB may escape al- 
most unscathed as a major Carrian and 
Eda creditor. But more possibly there 
may be an explanation for its perform- 
ance in the third sentence of note 2 to 
the accounts: “In the course of its ac- 
tivities, it takes certain positions which 
are considered in the interest of the West 
LB group as a whole. In this connection, 
certain support may be received from 
the parent and the company may be re- 
lieved of the credit risk on certain posi- 
tions." Very interesting. Happily or not, 
West LB also acquired HK$47 million 
worth of Hongkong quoted shares dur- 
ing 1982. 

e WEST LB's accounts are crystal 
clear, however, compared with those of 
Canadian Eastern Finance, the joint 
venture between Cheung Kong and 
Canadian Imperial Bank of Commerce. 
Why this speculative property-develop- 
ment company was ever granted the dis- 
tinction of a DTC licence, contrary to 
most of the announced criteria, was 
never clear to Shroff (REVIEW, Feb. 12, 
'82). It is even less so now. Of Canadian 
Eastern's total assets at end-1982 of 
HK$633 million, no less than HK$319 
million consisted of an investment in à 
subsidiary, a wholly owned property 
development company named Woking. 
However, Canadian Eastern and its au- 
ditors, Peat, Marwick, Mitchell & Co., 
have not thought it necessary to consoli- 
date Woking. 

Thus Canadian Eastern's principal 
asset is an unconsolidated subsidiary. 
The reason given is that Woking “will 
cease to be a subsidiary during 1983 and 
amounts equivalent to the costs of the 
company's interest in Woking will be 
paid to the company.” So what? The 
board’s intentions for the future of the 
company do not absolve it of a duty to 
present a true and fair picture of itself on 
balance date. Investigation at the Com- 
panies Registry shows that though Cana- 
dian Eastern directors resigned from the 
Woking board at the end of 1982, no 
change in ownership had been recorded 
as of July 5. 

But that is not all. Canadian Eastern's 
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1981 accounts showed a HK$233 mil- 
lion investment in a 33%-owned asso- 
ciate, Silvercord, a company under- 
taking a major development in Tsim- 
shatsui with Hongkong Land and others. 
There was also a contingent liability in 
the form of a HK$371 million guarantee 
of loans to Silvercord. A year later, the 
associate has vanished from the accounts | ~ 
— yet the notes still show a contingent 
liability of HK$371 million in respect of 
guarantee of “bank loans granted to the 
associated company." What associated | - 
company? | 
Shroff's accounting friends — such as 
he has left — assure him that the word f — 
associate, when used in accounts, Is spe- 
cific and technical. An official at Caña- |: 
dian Eastern produced the answer that | — 

Silvercord had been sold but was stillas- | 
sociated through other members of the | - 
group. This, in very general language, f 
referring to Cheung Kong and/or Cana- | 
dian Imperial Bank, may be true. Butin f 
terms of the audited accounts of a f 
licensed DTC, can a guarantee be given f 
in favour of an associate when there are f 
no associates? EU 

The situation becomes even more - lg 
mysterious on consultation with the 
Companies Registry, which shows no f 
change in Silvercord shareholdings over f 
the past year. The 33% holding is inthe | 
name of none other than Woking Co.. | 
which was, at the end of 1982, a sub- | 
sidiary of Canadian Eastern. How then | 
is Silvercord not an associate? BL 
One might deduce that Woking had f 

| 
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been deconsolidated so that Silvercord ~ 
was no longer required to appear as an — 
associate (which might be permissible in 
Hongkong but is not according to British 
accounting practice). Deconsolidating 
Woking might be just as well given that 
Hongkong Land, with only a 20% stake, 
found it necessary to make a HK$200 
million provision against Silvercord. If | — 
Canadian Eastern had done the same, f 
this “elite” DTC would have been wiped 1 
out, but for the assurance that it will be f 
able to sell Woking at cost. The accounts f 
do not reveal any formal guarantees or f 
letters of comfort from either of its par- 1 
ents but the ability to sell Woking with- | 
out loss looks like a bail-out in,disguise. | — 

If the accounts as published can f 
reasonably be said to be representingthe f - 
fairest possible view of the state of Cana- f 
dian Eastern, Shroff will eat his type- f 
writer. Meanwhile, some further expla- | 
nations are called for from Canadian | - 
Eastern, or its auditors, or from the | - 
DTC commissioner who purports to |. 
supervise the privileged group of finan- | ` 
cial institutions known as licensed DTCs | - 
— a group with a remarkable record for 
losing sums greatly in excess of their own 
capital. 
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The Royal Garden — 
a strikinaly different hotel 
in the heart of Kowloon 


Located in Tsimshatsui East in the heart of Hong 
Kong's vibrant new shopping and commercial 
district, The Royal Garden is a smaller deluxe 

hotel, with a personal touch. 

Tall palms, gracious ferns, lush foliage, flowering 
plants and a tranquil pool grace the garden atrium 
of The Royal Garden where each of the 409 
rooms and 28 suites overlooks the spectacle of this 
indoor garden, finished in Italian marble. 





For reservations at The Royal Garden, Hong Kong 
please call: the nearest office of HRI, The Leading 
Hotels of the World, your travel agent, the hotel 
direct at Hong Kong 3-7215215, telex HX39539, 
any other Mandarin International hotel, or any 
British Airways Office worldwide 








The Royal Garden 
l'simshatsui East. Kowloon. Hong Kong 
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WWF Kojo Tanaka BCI 


Lhe 
Giant Panda 


needs your help 
LO SUrVIVC 


QN every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on carth. 

But WWF needs money - your money. 

Please send contributions to the WW F 
National Organisation in your country or direct t 
WWE International, 1196 Gland, 

Switzerland. 








Mita plain paper copiers with 
size reduction mode quickly turn 
computer stock forms and other 
over-sized originals into manage- 
able, letter-sized copies. 

And despite their compact, 
desk-top size, they're loaded with 
features to help improve the 
productivity of your office. 

For example, all three have 
Mita's Automatic Dry Toner Density 
Control System. It continuously 
monitors copy quality, to make 
sure your copies turn out letter 
perfect every time. Plus other time- 
saving features like single key 
copy repeating, copy interruption 
and a “Sensor Touch" control panel. 

The Mita DC-312RE not only 


reduces, it enlarges too, and 
delivers a speedy 30 copies per 
minute (A4). You can even equip it 
with an optional document feeder 
and automatic sorter. 

The Mita DC-181R is one of 
only a few reducing copiers that 
can also copy extra-large A3-size 
originals, size for size. And the 
Mita DC-133R is one of the most 
compact reducing copiers 
anywhere. emus 

Nearly 50 years of manufactur- <3 
ing for the image reproduction 
industry has made Mita one of the 
world's most experienced copier 
companies. See for yourself. Make 
a tomcat kitten size at your local 
Mita dealer, today. 


"YT 







DC-133R 


DC-181R 
Eus rtm 
2 







~ 


=> ——=$ 


` 


DC-312RE 


MITA INDUSTRIAL CO.. LTD. 2-28. 1-chome. Tamatsukuri, Higashi-ku, Osaka 540, Japan Phone: (06)761-1171, Telex: MITAINTL J64292 
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Appliances Ltd., Colombo Phone 26547. 23911 TAIWAN: Lico Co., Ltd., Taipei Phone 7717360. 7718695 THAILAND: Rand Corporation, Bangkok Phone 223-4513. 223-7652 
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the REVIEW. Nonetheless, the energy 
working group has proceeded trying to 
work out à compromise on amounts to be 
exported and how oil would be shipped. 
But it may not see the light of day until 
after the 1984 elections. 

The difficulties surrounding the export 
of some of the 26 trillion cu. ft of natural 
gas at Prudhoe Bay are primarily finan- 
cial. Officially, the US is committed to 
building a 4,800-mile gas pipeline across 
Alaska and Canada to the lower 48 states. 
But the project, known as the Alaska Na- 
tural Gas Transportation System ( Angts), 
has been delayed as energy demand soft- 
ened and costs — now estimated at US$43 
billion — escalated. 

But a blue-ribbon Alaska state commit- 
tee, headed by former Alaska governor 
Walter Hickel, not coincidentally un- 
veiled an alternative plan aimed at Japan 
in February during Nakasone's visit here. 
The proposal is for a shorter (800-mile) 
trans- Alaska pipeline going from Prudhoe 
Bay to Kenai which would ship liquefied 
gas to Japan and other Asian markets. 
*Alaska's natural markets have always 
been in Asia," says Hickel. 


he cost of the alternative proposal is 

estimated at US$25.5 billion and when 
completed would carry 3 billion cu. ft a 
day, according to optimistic estimates, by 
the end of 1988. Tokyo is less enthusiastic 
about natural gas, as its current long-term 
(up to 1990) gas contracts were based on a 
5% growth rate. Tokyo had forecast its 
gas needs at 45 million tonnes a year 
though it is currently using about 38.5 mil- 
lion tonnes, according to Japanese offi- 
cials. The long-term planning required to 
make the pipeline financially feasible 1s 
extremely — difficult given current 
economic circumstances. 

The US oil firms in the Angts consor- 
tium (including Exxon, Atlantic Richfield 
and Standard Oil of Ohio) are amenable to 
the alternative pipeline. But oil company 
officials and US bankers told the REVIEW 
the project does not appear feasible at 
present. 

The third fossil fue! discussed by the 
energy working group is coal, the export 
of which would require a massive Japan- 
ese conversion to coal for electric power. 
The US has pushed the idea on sceptical 
Japanese officials. Such a move would re- 
quire huge capital investment — USS10 
billion a year for 10 years — to build new 
coal-fired plants. But that figure amounts 
to 3% of annual savings in Japan. US offi- 
cials point out coal generates three times 
the heat that oil does, and as 44% of 
Japan's electric power comes from oil, 
such a project would greatly reduce oil de- 
pendency. Although US officials say the 
idea is not as far-fetched as it might seem, 
it involves an enormous Japanese commit- 
ment that is unlikely to materialise in the 
near future. 

Clearly, more than symbolic levels of 
energy cooperation will not be reached in 
the near future. But like the concept of a 
broader Pacific basin partnership, the var- 
ious schemes are germs of ideas that may 
develop as circumstances permit. 








Asean is the key to Pacific 
progress, China believes 


By Robert Delfs 
Tee Hongkong: As an 
emerging Pacific 
power, China has a 
natural interest in dis- 


cussions about a 
Pacific economic 
community. More 


than 70% of China’s 
trade is conducted 
with Pacific nations 
— predominantly 
Japan, Hongkong and the United States. 
Any shift in economic and trade relations 
among Pacific nations would inevitably af- 
fect China's own rapidly growing trade 
role in the region. 

China has never indicated its attitude 
towards the economic-community con- 
cept in official policy pronouncements, 
nor in statements by key officials. How- 
ever, a recent article in the Chinese jour- 
nal Guoji Wenti Yanjiu by Jin Fuyao, an 
analvst with the Peking Institute of Inter- 
national Studies, provides insights into the 
current thinking of the Chinese leadership 
regarding the Pacific economic communi- 
ty debate. 

Jin traced the concept of a Pacific 
economic community to Japanese propo- 
sals published in 1963 and presented to the 
United Nations by then Japanese foreign 
minister Takeo Miki in 1967 — proposals 
which, Jin said, were "too obviously ad- 
vantageous to Japan and [therefore] did 
not succeed." But with Japan's emergence 
as a major industrial power in the 1970s, 
Jin said, the concept was revived and es- 
tablished as Japanese national policy. Jin 
cited the Canberra Conference of Sep- 
tember 1980 as a key event in the attempt 
to build — with US assistance — regional 
support for an economic community. 

Following what Jin considered the fail- 
ure of the Canberra Conference, he noted 
that Japan intensified its efforts to woo 
Asean countries, promising increased 
economic and technical assistance, but 
again failed to win concrete support within 
Asean for the Pacific economic communi- 
ty programme. 

Jin attributed Japan's enthusiasm for 
the concept to its scarcity of raw materials 
and the emergence of the Asia-Pacific re- 
gion as the “major arena” for Japanese 
trade and overseas investment. The long- 
term strategy, Jin said, was to establish a 
Pacific economic grouping centred on 
Japan which would stand, along with 
Europe and the US, as one of three major 
groupings of the capitalist world in the 
21st century. 

But since memories of Japanese aggres- 
sion during World War II remain in the re- 
gion and the image of Japan as an aggres- 
sive nation has not been eliminated, Jin 
concluded that the less-developed Asian- 
Pacific countries were unlikely to agree to 








a Japanese-led system of pan-Pacific co- 
operation in the near future. 

The US, Jin claimed, is fundamentally 
opposed to the creation of a Pacific 
economic community centred on Japan, 
seeking a more general forum for long- 
term economic planning with gradually in- 
creasing economic integration among the 
Asia-Pacific countries, including China. 
The US believes, according to Jin, that 
Asean nations will reject any Pacific 
economic community led by or centred on 
Japan. Australia, New Zealand, and 
Canada are seen as basically supportive of 
the general Pacific plan, particularly since 
Britain has entered the European 
Economic Community, weakening Aus- 
tralia and New Zealand's European ties. 


Az is the key to further progress of 
the Pacific economic community con- 
cept, and Asean reservations have been 
the critical block so far. While the Asean 
countries wish to strengthen economic re- 
lations with the developed Pacific coun- 
tries and are tied to the US and its Pacific 
allies for security reasons, "they cannot 
tolerate the unbalanced international re- 
lations which the colonial system left be- 
hind," nor will they accept a return to the 
times of American colonialism or the Ja- 
panese co-prosperity sphere. 

While the Soviet Union once expressed 
interest in the Pacific economic communi- 
ty concept, Jin claimed that since 1981 it 
has shifted to open opposition, citing a 
1982 Tass commentator's report stating 
that the community would be nothing 
more than a cover which the industrially 
developed Pacific countries seek to use as 
a "tool to enslave developing countries." 

Nowhere did Jin criticise the concept of 
economic integration within the Pacific re- 
gion itself, only what he presented as the 
Japanese and American versions of the 
concept so far, and that only from the 
viewpoint of other developing countries. 
Nor did he speculate as to what role China 
might play in any future Pacific economic 
grouping. But the conclusion to Jin's arti- 
cle suggested that China might be pre- 
pared to give tentative support to the con- 
cept, but qualified by China's consistent 
position on North-South economic rela- 
tions. 

To win support for the Pacific economic 
community, Jin said, Japan and the US 
would have to demonstrate their respect 
for developing nations' sovereign powers 
— providing investment funds and tech- 
nological assistance, actively reducing and 
eliminating protectionist trade policies 
and cooperating in the effort to stabilise 
prices of developing countries’ export 
commodities. Only with these steps, Jin 
said, could such a community see any sub- 
stantial development. 
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Such realities could turn the US-Japan 
industrial-policy talks into ammunition 
for forging closer economic cooperation, 
perhaps inching towards an alliance 
at the expense of the Europeans, under 
the auspices-of free-trade. In all likeli- 
hood, the ke wei irs will 
slowly adopt some Aspects of industrial 
policy such as working with the private 
sector to facilitate t&search and develop- 
ment, or ba@eking | ow to waive anti- 
trust regulations to permit collective re- 
search and development among US com- 
panies. | 

Given the deep*seated American aver- 
sion to government tampering with the 
myth of free enterprise, if Reagan can 
fashion what can be*packaged as a frec- 
market response to the problems indus- 
trial policy seeks to solve, he may well out- 
flank the Democrats as well as ease ten- 
sions with Japan. The administration can 
point to concrete successes in prodding 
Japan to open its markets. The recent 
passage by the Japanese Parliament, the 
Diet, of legislation on import standards 
and procedures is one of many areas of 
progress the administration can point to in 
defusing protectionist sentiment. 

Moreover, Japanese support for 
Reagan's emphasis on expanding the 
General Agreeménton Tariffs and Trade 
to services and Nakasone’s success in 
boosting Tokyo/s.security role, can be 
seen to encourage-the administration’s ef- 
fort to move beyond bilateral problems to 
multilateral solutions involving its grow- 
ing partnership with Japan. 

By the same token, as industrial policy 
moves from idea to-reality. from theory to 
practice, the Democrats drift towards à 
more retrograde implementation of that 
policy which spells trouble for Japan, It 
would be politically easier to adopt the ad- 
justment aspects of industrial policy, em- 
phasising the troubled smokestack indus- 
tries and protectionist measures, than to 
make the leap to are and untried 
ideas. $1344 

The notion of thè government “playing 
God" and picking winners and losers is the 
most controversial dimension of the in- 
dustrial-policy debate and the hardest for 
the US to digest intellectually. Govern- 
ment allocation of large amounts of capital 
through a finance corporation or national 
industrial development bank will certainly 
be the most difficult aspect of industrial 
- policy for which to create a consensus, and 
to implement. E LL 

This being the case; à Democratic vic- 
tory in 1984 could put the US-Japan 
. partnership — or many elements of 11 — in 
suspended animation. So far, the novelty 
of industrial pólicy has mystified many. 
But the criticsshavesonly begun to play 
their hand. As the debate heats up, as it 
undoubtedly will néxtyear when the elec- 
tion campaign swings into top gear, much 
of the novelty will wear off and the danger 
of industrial policy becoming a pale image 
of the bold new horizons promised by its 
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By Robert Manning 
aoe Washington: There 
| is aSecemingly natural 
market relationship 
T | between Japan's large 
| capital reserves, sub- 
stantial markets and 
energy dependence 
and the vast Alaskan 
oil and gas reserves 
and United States 
coal resources on the 
other side of the Pacific, Like pieces of a 
puzzle, these factors fit together to render 
US-Japan energy Coopefation a key com- 
ponent with. economic, trade and 
security. dimensions — in the quietly 
unfolding Pacific basin partnership. 

But a number of obstacles, ranging 
from parochial US domestic political con- 
cern on environmental hazards, to ques- 
tions of financial feasibility, remain before 
such energy cooperation can be realised. 
That there is a growing mutual interest in 
both Washington and Tokyo in develop- 
ing energy bonds as part of a strengthen- 
ing of the alliance is reflected in the deci- 
sion to establish the US-Japan Energy 
Working Group after Japanese Prime 
Minister Yasuhiro Nakasone's visit. in 
February. 

At present, the US sells only a small 
amount of Alaskan natural gas to Japan 
and under the US “Atoms for Peace" 
programme helped start its burgeoning 
nuclear industry. Both US and Japanese 
Officials are optimistic about the prospects 
of adding Alaskan oil and US coal in 
coming years to the gas exports, though in 
all three cases it will be at least several 
years before anything gets off the drawing 
board. 

Nonetheless, the underlying logic 1s 
compelling. By bolstering its energy ties 
with the US, Japan would: increase its 
own energy security and diversity of sup- 
ply; heighten US-Japan strategic interests 
in the North Pacific while devaluing the 
strategic importance of the Straits of 
Malacca; reverse the lopsided trade im- 
balance, thus easing trade tensions, and 
create a deeper economic underpinning to 
the US-Japan partnership. 

For the administration of US President 
Ronald Reagan, exporting energy to 
Japan is an economic strategic idea whose 
time has come, The hard realities of devis- 
ing workable schemes to realise the idea, 
however, are complex and promise to lead 
tO protracted negotiations before any- 
thing concrete is attained. 

The sources of energy — oil, gas and 
coal — present their own set of problems, 
but as Alaskan natural-gas exports would 
require building an 800-mile, multi-bil- 
lion-dollar pipeline and coal would re- 
quire a sweeping conversion of Japanese 
power-generating plant, exporting Alas- 
ka's North Slopeyoil.is the development 
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most likely to occur in the shorter term. — 

“Exporting Alaskan oil to Japan,” à  - 
State Department official told the — 
REVIEW, “is simply a matter of political — 
will, that is to say, overcoming Opposition — 
led by the maritime industry and unions." — 
With current production -at 1.5 million - 
barrels a day (b/d) and proven reserves of — F 
9.6 billion barrels, oil from Alaska’s — 
Prudhoe Bay oilfields is now transported 
to the US West Coast and Gulf Coast. Ja- 
panese officials are interested in Alaskan 
oil to reduce dependence om Middle East 
crude, though aware that the Ame icans 
are wary about exporting energy Te- 
sources following the oil crisis of the 
19705. EU 
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The export of Alaskan oil is prohibiteg 
by several legislative restrictions, primar- 
ily the 1979 Export Administration Act 
which currently is being revamped. Dur 
ing the congressional hearings on the 
proposed extension of the act (whic 1 is 
due to expire in September), the Reagan | 
administration has testified that it would 
like to see the ban lifted. At any rate, 
there are no immediate plans to 


Alaskan oil. 


ell-placed White House sou 4 
Reagan, with the support of the De- 
partment of Energy, State Department: 
and the Pentagon, favours exporting to” 
Japan a small amount — no more than: 
200,000 b/d. Such a move would set a pre- 
cedent and lay the groundwork for larger 
oil collaboration in the future. Japanese 
officials view it as a symbolic, but impor 
tant, first step. "Ef 
But a well-organised lobby largely com- - 
prised of the maritime industry and union. 
groups has led the opposition to exporting. 
Alaskan oil to Japan. Legislation to x) 
tend indefinitely the provisions of the Ex- 
port Administration Act restricting Alas- 
kan oil exports has found support from 
177 congressmen in the House of Repre- 
sentatives; a companion bill in the Sene te 
has the backing of 25 senators. e 
‘Opponents of the ban's lifting also cite 
national security grounds, arguing that a 
future energy crisis might force - 
Washington to choose between Japan and ` 
its own needs. They argue that if oil were ^ 
shipped to Japan, it would hurt the US - 
fleet which is protected by legislation re- 
quiring US-flag ships to carry to US ports, — 
and that such a move would be interpreted _ 
as a "concession" by Japan which would ` 
encourage what are viewed as Tokyo's — 
trade practices. 3 
Although on close scrutiny most of the 
arguments against exporting the oil ap- 
pear dubious and have been challenged by — 
two recent studies, "it is unlikely that the 
president will spend his political capital — 
fighting such a strong sentiment in con- - 
gress,” a State Department official told — 
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By Robert Manning 


Washington: If im- 
itation is the sincerest 
form of flattery, the 
Japanese should be 
flattered indeed by 
the increasingly hot 
debate in Washington 
over industrial policy. 
While few are sure 
what the term quite 
means, “industrial 
policy” — an issue clearly inspired by the 
success, challenge and fear of Japan — is 
shaping up as a major campaign issue in 
the 1984 United States presidential elec- 
tion. 

The decline of traditional smokestack 
industries (such as steel and car-making) 
resulting in near-zero gs wth and double- 
digit unemployment and the growing chal- 
lenge to the high-technology “sunrise” in- 
dustries has generated a fear that unless 
the US develops a policy to compete in the 
global economy it may go.the way of Brit- 
ain. Industrial policy has become a virtual 
cottage industry for a new generation of 
neo-Keynesian gurus and would-be indus- 
trial tsars linked to the Democratic Party. 

All six declared candidates for the 
Democratic nomination have embraced 
some form of an industrial policy, while 
the administration of President Ronald 
Reagan remains steadfast in its almost re- 
ligious belief in the magic of the market- 
place as the cure for US economic woes. 

In the US Congress, Democrats are 
falling over each other to get on the indus- 
trial-policy bandwagon ironically, 
while they continue to run against Japan 
and lean towards overtly protectionist sol- 
utions. In both houses, legislation propos- 
ing a national industrial strategy act and 
a variety of mechanisms such as a New 
Deal-type reconstruction finance corpo- 
ration (advocated by New York invest- 
ment banker Felix Rohatyn). a national 
industrial development bank and an 
economic cooperation council have al- 
ready surfaced. A House of Representa- 
tives banking sub-committee has begun a 
six-month series of hearings on industrial- 
policy legislation and Sen. Edward Ken- 
nedy is heading a Democratic policy-com- 





mittee task force that is to produce a 
blueprint for industrial policy. by 
November. 


In short, industrial policy appears to be 
developing into the Democrats’ 1980s ver- 
sion of Franklin, D. Roosevelt’s New 
Deal, which was a reaction to the Depres- 
sion of the 1930s. John Lafalce (a Democ- 
rat from New York), head of the House 
banking sub-committee, said: “We need a 
coordinative mechanism, a holistic ap- 
proach for an American transition into a 
post-industrial world where our emerging 
industries have to compet e with foreign 
governments. ` 
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Given the Democratic Party political 
base in organised labour and minorities, it 
remains uncertain what form an industrial 
policy will take. The idea grew from young 
turks in the congress, dubbed the "Atari 
Democrats" by their detractors, but as the 
notion of industrial policy was absorbed 
by the mainstream liberal establishment, 
its meaning has become blurred. Some ad- 
vocates focus on a policy that would aid 
declining industries, re-train displaced 
workers and bolster communities hit har- 
dest by the structural changes in the econ- 
omy. 

This is the emphasis of ideologists such 
as Rohatyn, though others such as Har- 
vard professor Robert Reich (whose new 
book The Next American Frontier is on 


eagan: a pre-emptive strike. 





the Washington best-seller list) put the ac- 
cent on sunrise industries, imitating 
Japan's Ministry of International Trade 
and Industry (Miti) which is thought to be 
the driving force behind Tokyo's success. 

All this occurs at the same time as 
Democrat-backed reciprocity legislation 
and a local-content bill (for cars) continue 
to work their way through congress. The 
sometimes unabashed protectionist over- 
tones may be part of the Democrats’ 
emerging notion of industrial policy, 
though how to reconcile competing for 
markets with protectionism is not yet ap- 
parent to industrial-policy enthusiasts. 

As the Democratic clamour grows 
louder, the Reagan administration has 
quietly begun to launch a counter-offen- 
sive in defence of its laisser-faire ideology. 
The White House eschews both the term 
and the idea of industrial policy, staunchly 
committed to getting government off the 
back of business. But prodded by leading 
businessmen and academics, Reagan is 
firing what a White House aide calls “a 
preemptive strike" — creating a presiden- 
tial commission that will study industrial 


“White Howse af aide Edwin H 
ant for policy developme 
sion will try to “generate a national 
dialogue on how to make 'the US more 
competitive” by focusing on “what the pri- 
vate sector can do for itself” j 


In a little-noticed pes s cinin June, 
Harper unveiled the Re ‘response 
while addressing the mber of 
Commerce. Harper dismiss id the idea of 
industrial policy as “inappropriate” for 


the US and argued that it is superior man- 
agement, not government policy, that is 
responsible for Japan's success, 

"It is difficult to see how industrial po- 
licy can account for the better Japanese 
management practices," Harper 
explained. This conclusion, he a 


industrial policy has been the prime 
reason for Japan's success.’ 

“The president believes," said Harper, 
"that the marketplace must have the dom- 
inant role because it is the dynamic and 
guiding force in our economy." Harper 
explained that “heavy reliance on govern- 
ment direction of investment" runs 


against the American suspicion of big gov- - 


ernment and belief in the free market. 


These ideas have begun to be articulated - 


by a number of pro-Reagan economists, - 


E: traditional mainstream Democrat 
economists such as Charles Schultze, 
adviser to former US president Jimmy 
Carter, are wary of the government 
allocating investment capital. One anti-in- 
dustrial-policy argument cited by Harper 
is that high-technology emerging indus- 
tries, which industrial policy is supposed 
to nurture, may be losers since the major 
smokestack industries form the Democ- 
rats’ power base. 

Ideology and rhetoric aside, however, 
the US does have an industrial policy, al- 
beit one that is reactive, erratic, incohe- 
rent, protectionist and not conducive to 
fostering more competitive industry. 
Some analysts have dubbed it "lemon 
socialism," suggesting that when firms 
such as Lockheed or Chrysler are in trou- 
ble they seek government bail-outs. 
Likewise, through quotas, voluntary re- 
straints, tax breaks, subsidies, US policy is 
implemented on an ad hoc basis. 

Reich points out that a series of mea- 
sures — quotas, trigger-price mechanism, 
and voluntary restraints — taken to help 
the steel industry has not led to the indus- 
try retooling or stepping up capital invest- 
ment. Instead, the US steel industry has 
been diversifying out of steel, most nota- 
bly with US Steel's recent US$6 billion 
purchase of Marathon Oil. 

When pressed, most Reagan trade offi- 
cials concede that the US does have what 
amounts to an industrial policy. Some fear 
that the current industrial-policy talks 
with Japan may boomerang on the 


Reagan administration. For, while the ad- 


ministration is fixated on Miti, it has not 


taken a hard look at the role of the US 


Government in supporting industry re- 
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based on studies of Japan's machine-tool 2 
and car industries, which are enough to 
“make us wary of any absolute claims that 









Pa a 
c "TP 


^. 
J © 

il Tae | k 
e 


$ "ts 


* 
— 




















Subscri ~ be now 


and ensure your copy each week. 
FAR EASTERN IB ECONOMIC 








. plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. SON M ANN SUNG et 
Asia. from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$16.95 or HK$110 (or the 
equivalent in local currency) Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 





O Sgt Sa oa 51 
| Please enter my subscription for 
O 3months 
| O 6months i 
O 1year 
| O Please include the Yearbook at extra | 
| USS16 95/HK$110. For airmail delivery 
please add: | 
| Payment of is enclosed | 
| ie | 
Address | 
| Country Zip Code | 
| C) Jetspeeded © Surface mail | 
| Cheque payable to Far Eastern Economic Review enciosed | 
To: Circulation Manager | 
| Far Eastern Economic Review, GPO Box 160, Hongkong 
| woncoris | 


eee aa aaa — 


with Nippon Telegraph and Telephone 
expires on December 1, and while 
Washington is still pressuring Tokyo for 
some big contracts for American 
suppliers, indications are that the price of 
extending the agreement has been re- 
duced. Also, the trade representative's of- 
fice wants Tokyo to give a specific date by 
which it will reduce its quotas on beef and 
citrus before filing a complaint with Gatt 
in August 1984. 

Meanwhile, the White House turned 
down the Houdaille petition and insti- 
tuted talks with Tokyo over industrial po- 
licy, which sources here describe as an ef- 
fort to buy time until the recovery takes 
hold and protectionist pressures are re- 
duced. 

Sources here also described the March 
decision to increase the tariffs on im- 
ports of heavy motorcycles as part of a 
cooperative effort to contain conflict. 
Harley-Davidson is the last American 
heavy-motorcycle manufacturer in a mar- 
ket already 90% dominated by Japanese 
manufacturers, and therefore more a poli- 





tical symbol than an economic fact. More- 
over, there are negotiations under way be- 
hind the scenes for Japanese manufactur- 
ers to supply the credits and technology to 
make Harley-Davidson viable again, in 
return for a reduction in the tariffs. 


here is little room for complacency, 
however. Trade negotiations are more 
a matter of trench warfare than grand stra- 
tegy and the Japan Problem is now bound 
up with the unpredictable internal 
dynamics of American politics. Nonethe- 
less, Nakasone's market-opening pac- 
kages have gained Japan credit even on 
Capitol Hill, where staff aides of the in- 
fluential House Ways and Means Trade 
Subcommittee say that the proposed 
local-content bill (which would require 
that cars sold in the US have a large per- 
entage of locally made parts) has more 
rhetoric than real political energy behind 
It. 

Over the long run — which means 
beyond the 1984 election — the White 
House looks upon US-Japan relations as 
the key not just to the Pacific, but to the 
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21st century. Behind the blue smoke of 
trade skirmishes are two fundamentally 
complementary economies moving on the 
frontiers of the most advanced technol- 
ogy. “Together, the US and Japan can 
make an enormous contribution to the 
economic dynamism and technological 
progress needed for economic growth and 
development throughout the world,” 
Reagan said on February 22 in an address 
to the American Legion annual confer- 
ence in Washington. 

The Pacific faction sees Japan's high- 
savings economy as the world's only pool 
of surplus capital, which together with its 
unique managerial talents naturally com- 
plements American. markets, raw mate- 
rials and advanced technology. The trick 
is to liberate the relationship from the 
energy-draining negativism that made the 
market share of American-made alumi- 
nium softball bats a major bilateral issue; 
and to promote the convergence of the 
world's two most dynamic economies 
through mutual investment, joint research 
among both countries’ high-technology 
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firms and liberalisation of service indus- 
tries. 

State Department officials see. some 
progress in this direction and point to the 
high-technology agreement, the indus- 
trial-policy talks and the energy working 
group. These are offered as examples of 
the two governments trying to stay ahead 
Of vested interests. (such as Houdaille) 
which would drive high-technology co- 
operation back into the foxholes. 

There is also a keen awareness that Ja- 
panese competition is abruptly awakening 
Americans to the realities of global inter- 
dependence, just as a more self-confident 
Japan is moving out from under the Ame- 
rican umbrella, with dynamic East Asian 
economies pressing hard in the rear. 

This could be the formula for the 
nationalism and introversion that are rot- 
ting away Atlantic relations. Orit could be 
the opportunity to tap into new sources of 
vitality for the well-being of the US-led 
coalition as a whole. Reagan is the first US 
president to look towards the Pacific 
basin. The test is whether he can now 
match the vision with policies. 
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Japan mood which is now part of the folk 
culture of the Rust Bowl — the old indus- 
trial belt between New York and Detroit 
where both unemployment and the elec- 
toral college votes are concentrated. 

But Japan also lurks behind the bur- 
geoning debate over industrial policy, or 
the Democrats’ challenge — that 
Reaganomics cannot secure a smooth 
transition to the knowledge-intensive re- 
industrialisation of the US. Japan, many 
administration critics maintain, | de- 
monstrates that free-market forces alone 
are not adequate to ensure the industrial 
adjustment demanded by the electronics 
revolution. 

Reagan's political advisers are begin- 
ning to wonder whether the administra- 
tion's own trade policy has not added am- 
munition to their rivals’ arguments. Early 
in the administration the key trade-policy 
positions were seized by the US high- 
technology lobby — spearheaded by 
Motorola — which managed to get its 
analysis of the Japan Problem easily ac- 
cepted. 

This identified US competitiveness in 
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the high-technology sector with vital na- 
tional security and maintained that Japan- 
ese competition was unfair because it 
stemmed from government-directed, ver- 
tically integrated cartels which prospered 
behind protected markets. The US and Ja- 
panese economies could co-exist and the 
US economic future be secure, the argu- 
ment ran, only if free-trade principles 
were extended into Japan's economy. 


his argument is now coming back to 
haunt the administration, since the 
Democrats have taken it as evidence that 
prudent government intervention is 
superior to the free market. Hoping to 
find a plausible rebuttal, Harper visited 
Japan last November. In a speech before 
the US Chamber of Commerce on June 15, 
Harper laid out what observers view as the 
Reagan response to the industrial-policy 
challenge. 
Japan's success, Harper argued, cannot 
be attributed to government intervention 
but rather to “the willingness of manage- 
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ts future, market. 
d oignal the 
world, work doggedly towards long-term 
goals and [train and motivate] its work- 
force." He pointed out that Honda suc- 
ceeded as a car-maker despite the Japan- 
ese Government's attempts to persuade it 
not to enter what the authorities felt was a 
"sunset" industry. And he concluded: “In- 
dustrial policy of targeting industries can 
be more dangerous than a tariff or a quota 
because it can easily turn into protec- 
tionism without anyone noticing it ini- 
tially.” 

The White House is not content with 
marshalling Japan to the Republican 
cause. Harper and others have been 
charged with taking a leaf from Tokyo's 
industrial policies where they suit Ameri- 
can circumstances. Since the beginning of 
the year the Reagan administration has: 
> Liberalised US patent policy so that 
large US firms can now exploit interna- 
tionally the commercial spin-offs of re- 
search and development in high technol- 
ogy funded by such government agencies 
as the Defence Department, the National 
Science Foundation and the National 
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Aeronautics and Space Administration. 
» Taken a more lenient attitude to anti- 
trust exemptions for US companies which 
come together to support joint commer- 
cial research and development in the pri- 
vate sector — a policy which may be chal- 
lenged in congress. 

» In the sincerest form of flattery, pro- 
posed that the Special Trade Representa- 
tive’s office and the Department of Com- 
merce be merged into Diti, a Department 
of International Trade and Industry, so 
that it will at least sound — if not necessar- 
ily function — like Japan's Miti. 

But the White House has also been con- 
cerned that the trade hawks were inadver- 
tently adding fuel to protectionist senti- 
ment in congress by taking the only test of 
openness in Japan's markets as a decrease 
in that country's trade surplus with the 
US. 

Critics have always insisted that 
politicising the trade deficit is bad 
economics. Trade balances, economists 
argue, must be viewed globally. Japan's 
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the US’ bilateral trade deficit with Japan — | 1 
of US$17 billion is balanced in part by its 
US$10 billion surplus with Europe. 


Nomen the image of Japan reduc- | 
ing the US to a Third World supplier — — 
of agricultural products while Tokyo 
captures the leading markets in high tech- 
nology fuels nationalist emotions here. — - 
Recently, Special Trade Representative — | 
William Brock reflected administration 
concern over the fallacy of focusing exclu- — 
sively on the bilateral balance: the deficit, — 
he said, may not change "even if Japan — 
adopted every policy change urged on it. 
by the US." 

Indeed, the deficit might increase if 
Japan removed its quotas on. for instance, 
beef. Administration officials point. out 
that Australia would probably take the 
lion's share of a new Japanese beef mar- 
ket; and Japan would have to export more 
manufactured goods, probably to the US, 
to pay for liberalised agricultural imports. 

The Reagan administration has found — 
itself in the position of its predecessors — 
over the past decade, defending free-trade 
principles in general but fashioning new - 
legal instruments to deal with so-called 
unfair trade practices in individual sectors — 
threatened by foreign imports. This tactic — — 
maintains the letter of the Gatt-based 
trade system but at the cost of trigger- 
price mechanisms or voluntary-restraint 
agreements against imports of such major 
items as steel, vehicles, textiles, clothing, — 
footwear and colour TVs. 5 

The challenge facing the Reagan ad- 
ministration has been reciprocity legisla- | 
tion which would extend this apparatus 
into the electronics and semiconductor 
sectors. Attacking Japan's industrial po- 
licy is now viewed in the White House as — 
needlessly feeding this syndrome. : 

In February, Meese called two promi- 
nent trade hawks — Commerce Under- 
secretary for international trade Lionel 
Olmer (a former Motorola employee) and 
deputy special trade representative David 
McDonald — on the carpet to “tell them | 
to cool their heels on Japan," according to — 
informed sources. In March, McDonald 
was replaced by Michael Smith im accor- 
dance with the softer trade line. "We have | 
intentionally, emphatically and explicitly — 
moved off the line of confrontation with 
Japan," one of the senior trade represen- 
tative's office officials commented 

Trade problems will not disappear, but 
in the short run the White House seems 
determined to manage trade frictions in a 
manner which will contribute to the re- — - 
election of both Nakasone and Reagan. — — 
But it takes time for everyone in the — 
bureaucracy to get the word, and there are — - 
two major trade issues coming up before 
the latest possible date for a lower-house — 
election in Japan. 

A three-year procurement agreement 
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e vented Gatt remedies. cai 
10 threatened to legitimise the tax 
weapon which Europe could use against 
- American capital-goods exports in future 
- trade wars. 

m Houdaille’s claim that Japan's powerful 
Mi Ap 1 Someones dy US ane In- 
lustry sip nea S$1 billion 
"ar out of Diae and motorcycle racing 
o subsidise the Japanese machine-tool 
cartel is one example of the exaggeration 
t discredited its case. A White House 
itn ‘committee concluded that 


ind ine-tool industry as a whole, with an 
gnificant amount going to robotics 
facturers competing against 
ille. Among Houdaille’s major 
oblems, the report concluded, was a 
alure to invest adequately to. remain 
con np stitive. ——— 
This took a load off Reagan's mind, 
sinc = it brought back into harmony two 
indamentals of his California Wel- 
ische Eon — Japan and free enterprise 
| sby Houdaille's allegations of 
Japa rs predatory targeting policies. 
Reagan formally ejecten the Houdaille 
E on on April 22, but only after six full 
*t-level meetings stretched over as 
ny months — more than devoted to any 
e foreign-policy issue, sources said. 
ever, the process crystallised ‘the 
i pan in question at a time when the admin- 
stra ion was beginning to rethink its stra- 
gy to sustain the recovery and prepare 
or the 1984 presidential elections. 
arly in the year the “Reagan recovery" 
isd the Republican prospects for 1984 
- - were threatened both abroad by à sec- 
]-wave financial crisis and at home by 
ie deadlock with the US Congress over 
| M budget. The huge deficits projected to 
th he end of the decade threatened to soak 
p nearly all net national savings, placing 
fierce upward pressure on interest rates 
vhich in turn could both abort the re- 
"KOS S " 
and trigger another Mexican-style 


"hn the advice of Martin Feldstein, chair- 
- Sil the Council of Economic Ad- 
, Reagan adopted a strong-dollar 
stra " to compensate for his failure to 
conc juer the deficits. A strong dollar, it is 
irgued, will transmit the US recovery to 
ie global economy through an estimated 
US: 50 billion trade deficit this year. 
Morec er, the capital inflows drawn in by 
an overvalued dollar help finance budget 
defi icits from the world savings pool, thus 
redu cing pressure on domestic interest 


. “The rise in the dollar is the safety valve 
reduces pressure. on domestic interest 
_ rates; the increase in the trade deficit al- 
— lows the extra demand generated by the 
Eas deficit to spill overseas instead of 
| growing out domestic investment." 
Feldstein told the World Trade Confer- 
ence in Chicago on April 19. 

But this is a huge roll of the dice, since a 


d ` 
A" ile 


he dM 


> ` ` 
: Vu i F ' 
T 


decta vor vint Sed ome qd 
D ISSU AQ ~ which r, H 


“be si 


subsidies are thinly spread over a vast 


è - - 
LT mdi. 


* ww» 
" AT 


ys Ears 0 on a-massive scale 
during an a Cic o vet — but also abroad, 
where the rise in US dollar-denominated 


"import bills symbolises, not just for the 


European Left, the malaise afflicting the 
international economy. Frustrated by 
congress and Wall Street — and largely to 
offset the negative impact of its own 
policies on the world economy — the 
Reagan administration turned abroad 
early this year to build momentum for 
open markets and international coopera- 
tion. | 

Buying time for the growth stimulus of 
US budget and trade deficits to take root 
before a strong dollar-aggravated 
sclerosis of protectionism choked it off 
thus became a major foreign-policy objec- 
tive. For: Shultz! Treasury Secretary 
Donald Regan and Feldstein, Japan of- 
fered the largest weight to throw onto the 
scales. 

At the turn of the year, the State De- 
partment and Treasury began to em- 
phasise Japan's "responsibilities for pre- 
serving the free international economy." 
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this would have been 


In the past, 
synonymous with acceding to 
Washington's latest market-opening de- 
mands. But after the Mexican debt crisis, 
it came to signify a new role for Japan as 
anchorman óf an international rescue 
team. to provide bridging- finance, 
strengthen the Bretton Woods institutions 
and campaign for open markets. 

There is a feeling in some administra- 
tion circles that- Europe is flaccid and 
inward-looking, absorbed with the prob- 
lems of integrating Spain, Portugal and 
Greece into the European Economic 
Community, while Japan — particularly 
in matters of trade — is far less introspec- 
tive. “Japan has always been our natural 
ally in Gatt.” Witham Niskanen, a 
member of the Council of Economic Ad- 
visers, told the REVIEW. “Although some 
European countries such as Britain and 
West Germany hold positions not unlike 
our own, the EEC itself is a hopeless or- 
ganisation whose bureaucrats have almost 
entirely dropped any public or pri- 
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is E Why Nakssonch tole at Wi 
liamsburg was seen by Rea an officials as 
so critical in getting an endorsement of a 
new Gatt round. Japan is viewed as having 
a vital stake in an open global economy 
(despite what is seen here as the compara- 
tively closed nature of its own markets), 
while many forces in Europe are sus- 
pected of trying to lend protectionism a 
new intellectual and political respectabil- 
ity under the name of managed trade or in- 
dustrial policy. 7» 
W ashington also; welcomes Tokyo's 
willingness to play a greater role in the 
International Development Agency. the 
World Bank's soft-loan window, as well as 
the International Bank: for Reconstruc- 
tion and Development. Shultz, Regan and 
Federal Reserve Board chairman Paul 
Volcker have come to realise how vital the 
Bretton Woods institutionsare tosecuring 
the US recovery. Congress. however, has 
not — so Reagan officials have come to 
view Japan as a substitute. 
Japan has also become an active 
member in the major consortiums — pri- 
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vate and. public — managing debt from 
Mexico to Yugoslavia. Treasury officials 
say Japan's US$4 billion aid. to South 
Korea (REVIEW, Jam:27) relieved com- 
mercial markets at à time when anxiety 
was mounting over whether the Latin 
American debt problems would spread to 
Asia. Fears that Japanese commercial 
banks would pull out of trouble spots have 
relaxed and Tokyo's additional aid to In- 
donesia, announced during Nakasone's 
visit to Jakarta (REVIEW, May 12), is seen 
as the sort of timely step necessary to sus- 
tain confidence when oil revenues were 
declining. 

But there are also compelling domestic 
reasons for taking à new look at Japan. 
The so-called Japan Problem promises to 
become a major issue in the 1984 presi- 
dential elections, but as it is now defined it 
benefits only the opposition Democrats. 
First there is the sheer scale of Japanese 
imports, which the strong US dollar will 
only accelerate.-It is an open question 
whether the recovery will put people back 
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By Richard Nations 
"When historians look back on Wil- 
liamsburg they will record it as the politi- 
cal baptism of the Pacific basin.” 

— White House official 


Washington: However historians record 
the outcome of the June economic summit 
in Williamsburg, United States President 
Ronald Reagan's plans for the summit to 
"revitalise the Western alliance" turned 
on a Japanese wheel. It was Japanese 
Prime Minister Yasuhiro Nakasone who 
persuaded French President Francois Mit- 
terrand to endorse a firm statement on 
arms control and a new global round of the 
General Agreement on Tariffs and Trade 
(Gatt) —  Williamsburgs two major 
achievements, in Reagan's view. If Japan 
stands firm by Western unity and open 
markets, who will dare be left out? 

However ironic Nakasone's pivotal role 
might appear, it was no accident. Wil- 
liamsburg coincided with the ascendancy 
of a “Pacific basin" group in the Reagan 
administration which argues that US and 
Japanese interests converge on a broader 
range of international economic issues 
than do those of the US and Europe. 

US Secretary of State George Shultz, à 
prime mover of the Pacific lobby, set the 
stage at Williamsburg. and Nakasone did 
not disappoint him: the summit de- 
monstrated how the international agenda 
can be shaped in their common interests 
once the two Pacific powers — which to- 
gether comprise 35% of the global econ- 
omy — cooperate. 

For a US administration run hard ag- 
round in the Middle East and Central 
America, the Pacific basin promises un- 
usually smooth sailing. Reagan's plan to 
visit Indonesia, South Korea and Japan in 
November demonstrates his Pacific bias 
and the first steps in shaping a foreign po- 
licy around this “huge, poorly defended 
but fabulously rich prize,” as one White 
House source described it. 

The vision behind the Reagan trip was 
only recently disclosed publicly by Nor- 
man Bailey, director of planning at the 
White House National Security Council 
(NSC). His speech before the Interna- 
tional Monetary Conference in Brussels 
on May 17 is notable in that it lays out the 





Pax Pacifica: 
the Reagasone 
prosperity plan 


line endorsed by NSC adviser William 
Clark and Reagan himself: 

“The economic centre of gravity of the 
world is rapidly shifting to the Pacific 
basin — including the Pacific areas of 
North America. Nevertheless, the politi- 
cal and military centre of gravity is still in 
the northern hemisphere between the 
Mississippi and the Urals. This fundamen- 
tal development will have a major signifi- 
cance through the rest of the present cen- 
tury.” 

Bailey went on to describe how the 
wealth of the Pacific basin exists in a mili- 
tary vacuum, “with a thin array of Ameri- 
can planes and ships, a huge but largely 
impotent Chinese army and large land 
forces maintained at enormous expense 
by the Soviet Union.” The key, therefore, 
is US-Japanese relations. “It is obvious 
that it would be to our benefit to continue 
to fill the military vacuum [in the Pacific 
basin] through close cooperation with the 
Japanese." 

A White House source said: “Japan is 
no longer just the cornerstone of our 
Asian policy, it is our primary partner on 
the global stage. We simply cannot allow 
the ‘beef and citrus’ [trade dispute] syn- 
drome to trivialise and embitter the re- 
lationship.” 

This is a broader view than that of the 
hawks in the US trade bureaucracy, for 
whom beef and citrus exports symbolise 
the US historical mission to open the Ja- 
panese market. Led by Secretary of Com- 
merce Malcolm Baldrige, relentless. as- 
saults on Japan's markets were allowed to 
set the tone of Reagan's Japan policy dur- 
ing the first two years when the White 
House concentrated on the domestic eco- 
nomy and then secretary of state Alex- 
ander Haig was preoccupied with China. 

Early in 1983, however, the trade hawks 
were eclipsed once Reagan's inner circle 
began to view Japan in light of the over- 
riding imperatives of securing the domes- 
tic economic recovery, transmitting it to 
the world economy and moving into the 
1984 presidential elections in a position of 
strength: 

» The economically minded Shultz 
brought his pro-Japan ideas to bear in for- 
mulating an international strategy to 
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forestall trade wars and prevent new `~ 
Mexicos; on every front — from re- 
scheduling Yugoslavia's debt to the Wil- 
liamsburg summit — Japan provided a 
vital link in instituting Shultz' programme | | 
of trade-debt-finance linkage. 
» Reagan's political advisers — White - 
House counsellor Edwin Meese and presi- 
dential assistant for policy development — 
Edwin Harper — sensed that Japan wo wr 
be a major issue in the 1984 presidential. —.— 
elections under the guise of the industrial- — 

policy debate; and they grew alarmed that x 

trade battles with Tokyo could backfire — — 
disastrously by encouraging protectionists 
in congress while inflating an issue which - 
only the Democrats could exploit. a 
» Shortly after coming to office in - 
November 1982, Nakasone moved deci- — 
sively across a range of security and trade 
issues in a manner which both convinced — 
Reagan that Japan now had a leader — 
whose sincerity made cooperation a prac- " 
tical proposition and which deflated many — 
of the Japan-bashers in the Commerce — 
Department and on Capitol Hill. e 


Pd 


he turning point in Reagan's Japan po- 3 
licy coincided with his decision to re- — 
ject the Houdaille petition (REVIEW, June ~ 
2). The massively documented complaint. 
by a small Florida-based manufacturer of — 
numerically controlled machine tools — 
(robotics) forced the administration to  — 
square up to allegations that Japan's so- - 
called industrial targeting was systemati- ` 
cally destroying US competitiveness in the ~ 
vital high-technology sector. | 
The charge presented the administra- 
tion with a dilemma. The Houdaille peti- — 
tion seemed to signal a shift by the high- — 
technology industry as a whole from its 
traditional support for open global màr-  - 
kets to demands for protection, itself a — 
worrisome sign. Moreover, the remedy — 
proposed seemed as baleful as the damage 
alleged: the petition resurrected Section - 
103 of the 1971 Revenue Act, the high- ~ 











water mark of American economic 
nationalism under former president 


Richard Nixon's treasury secretary, John — 
Connally. SS 

Section 103 empowers the president to 
deny tax credits on the purchase of goods 





“Youre always 
remembered at 


The Orchard.” 


There are only 15 floors of us atop 
a giant marbie atrium lobby studded 
with crystal chandeliers. So we can 
have service on call 24 hours a day 
for each of our 350 cosy, comfortable 
rooms, 2 servers standing by 3 tables in 
each of our 3 restaurants, and the friendliest 
doorman on the right side of the street 
The 'street' being Orchard Road — the 
shopping centre of Singapore 

it means when you check-in with us the 
second time around, we remember your 
name, we know what you like, we'll try to get 
you your favourite room and we'll certainly 
present you with your very own, special 
basket of fruit. 

Mr Reisner, you will have noticed. 
enjoys crunchy apples 


nil The Orchard Singapore 
It's the difference that makes 
the hotel. 


442 Orchard Road, Singapore 0923. Tel: 7347766 
Telex: RS 35228 ORTEL Cable: ORCHARDTEL 
Enquire about Penang's first Business Resort Hotel 
The Orchard Penang. tel: 04 — 891111, th: Orchel 
MA40310, cable: Orcharatei 


FIRST GLASS 


with Mitsubishi TUCKS 


At Mitsubishi we’ve long understood the philosophy of good 
quality. Like you, we know that second-best is never good enough. 
That’s why we dedicate ourselves to the development of first-class 
vehicles. Vehicles made with pride, so they can be driven with pride. 

Unbeatable quality is in evidence throughout the Mitsubishi 
truck lineup. Take the heavy-duty NV125S dumper, for example. 
It features an amazingly large 16cu.m. capacity ideal for transport- 
ing oversize loads through desert terrain. It also comes with an 
extra-long 6,550mm wheelbase and spoke tires with trilex rims for 
extra maneuverability. And its dustproof Mitsubishi diesel engine 
yields a maximum output of 310ps/2300rpm with hefty 16,000cc 
piston displacement. 

The NV125S is just one of a complete lineup of Mitsubishi 
trucks engineered and constructed to provide superior perform- 
ance under the most rugged operating conditions. They’re available 
in models ranging from 3500 all the way to 61,065kg GVW. 

Mitsubishi trucks. Built tough to take you and your cargo 
wherever you have to go. Dependably. In first class. 
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Victor. 
How a first name 
can make it 
bie in the 
business world. 





What does it take these days to be successful? 

First, speak several languages. Have a large and infallible memory. Adapt 
at lightning speed. Stay accessible 24 hours a day. Be practical. And, above all, 
remain simple and inexpensive. 

That's exactly why Victor? is a leader. The leading 16-bit microcomputer 
in Europe. 

Start with the fact that Victor speaks virtually all Western languages. 
Fluently. And, you can adapt Victor's keyboards to either language or business 
specific applications. 

Then, Victor has a large and useful memory. That's vital. 

And Victor is highly flexible and adaptable. With appropriate software, 
Victor can perform thousands of jobs at electronic speed. In fact, Victor's ex- 
tensive software library allows you to put Victor to work in your office, depart- 
ment or plant immediately. Productively. 

Finally, Victor is cost-conscious. When it comes to price and performance, 
you can't buy more computer for less. 

Asuccess in the business world? Absolutely. To find out how a first name 
can make it big in vour business, contact Victor at the address or phone num- 
ber below. 
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* a package of "se- 
asures to^ reduce 
and prevent losses 





ses," He noted that conditions 
red economic growth and said 
for this favourable climate was 
mic stability and financial discip- 
ned during fiscal 1983. 
der no circumstances should 
n be allowed to deteriorate 
should be aware of 
ements that could be dis- 
the beginning of fiscal. 1984. 
|; the favourable ones were: 
in the balance of payments and 
in foreign-exchange reserves 
hieved: through increased re- 
 Bangladeshi workers abroad 
improvement, in the terms of 
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e taken to revitalise the stock- 
details of. which were.not given). 
e-sectór banks have been per- 
p operate and a decision was taken 
d over two nationalised banks to 
nal owners. 


five-year plan has been reduced 
nore realistic. balance. struck be- 
resource raising and im 
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o ahi revenue receipt E 13. 
New tax revenue (proposed) _____. 
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plementation capacity. It gives priority to 
four sectors: agriculture, population con- 


trol, energy-resource development and 
education. The basic aim of the revised 


plan is to concentrate on immediate pro- 


duction and reduce the balance-of-pay- 
ments gap. Also, it has allocated a much 
higher level of resources to the private sec- 
tor, from 21% to 35% of the total. 


hile all this is likely to promote bet- 

ter use of resources, a number of pro- 
blems remain. Although attempts are 
being made to contain inflation at 12% 
(the same as in fiscal 1983), excess liquid- 
ity arising from the accumulation of re- 
serves owing 
create problems. Shortfalls in population- 
control and energy-development pro- 








grammes must ‘be made good. The debt- | 


service ratio has been growing continu- 
ously and will increase substantially in the 
next two to three years, though relief is ex- 
pected towards the end of this decade. 

But the most important adverse ele- 
ments are uncertainty over the amounts 
by which foreign aid will increase and over 
the extent to which trade growth on the 
back of world economic recovery will 
benefit. developing countries such as 
Bangladesh. 

Muhith pointed out that the Williams- 


burg economic summit did not make any - 


reference to assistance to the least-de- 


veloped countries and prospects of a 


seventh replenishment of the Interna- 
tional Development... Association, the 
World- Bank's concessionary-loan. affili- 
ate, or the funding of the United Nations 
Development Program: | me were still very | 





.to low import levels may. 


Revenue surplus 9,832.2 § 640.0 
` B. Foreign grants 14,285.6 | 12,680.2 
< C. Capital budget | 
6 Foreign loans . 19,560 | 16,239.6 
(,  PLASO Title 2 & 3... 1,770 216300 1,440.0 — 17,719.6 
> D. Domestic capital 
* — Domesticloansand advances _ 
J afid capital expenditure, net of 
food outlay and Annual 
Development Programme (ADP) 0. 380) (2,140) 
. Pubhc account (net} TH) T90 | 
^. Net domestic capital au; (1,660) (1,350.0) 
Total budgetary resources | — 440878 | 34,689.8. 
, Extra-budgetary resources 442.6 860.0 
. Bank borrowing for investment bo 
(o9 in food stock 1,3600,0 1.802.6 
= Total resources available |. 458904 35,549.8 
€ 


34,838.6 29,770.2 
.. Non- ADP projects. 1,600.0 339.6 
. Food budget ! 9450.0 5,440.0 
Food-for-work sabe AORA 1 590.0 1 480.0 
thre . Net outlay for food stock U.C 4,900.t 
ed the govern- s. Tota pasada drach NONE cies NUR 45,888.06 35,549.8 . 
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27 107.0 


(21.467.0) 





end stock is estimated at E A 
million tons. D: 

By the end of fiscal. 1984, 
four new natural-gas wells will. have 
started producing 110 million cu. ft a day 
and power süpply will be increased by 190 
mws. An additional 1.2 million acres of 
land will come under irrigation, raising the 
total irrigated area to 6.25 million acres. 
Cotton production will increase margi- 
nally to 45,000 bales (Bangladesh began 
producing cotton only recently), though 
jute production may fall to 4.8 million 
bales from an estimated 5.5 million i in fis- 
cal 1983. 

Private-sector investment during the 
year is expected to be around Taka 15 bil- 
lion and will go mainly to the agriculture, 
industry, construction and transport sec- 
tors. 

Muhith said: “Favourable weather, 
economic stability and accelerated invest- 
ment in fiscal 1984 will give us [an 
economic] growth rate of 6%.” To achieve 
this, growth in agriculture has been set at 
5.975, (5.1% in fiscal 1983), 6.4% in ine 
dustry, 5.8% in trade and transport, 20% 
in energy and fuel and 5.8% elsewhere. 

However, the whole programme of re- 
covery could fail if there.is a slow-down in 
aid disbursement. bel w the. projected 
level and in commedity.assistance in parti- 
cular. Fiscal 1984 began with a total 
US$4.38 billion aid in the pipeline (US$25 
million in food loans, US$450 million in 
commodity, and US$3.9 billion in project 
loans). In addition, new pledges for more | 
than US$1.7 billion were madeat the Paris. 
aid-consortium meeting in. April. 
Disbursement in fiscal 1984 has been set at. 
US$1.47 billion compared to US$1.34 bil- 
lion in fiscal 1983 (US$260 million in food > 
loans, US 0: million i in comi odi * 


















































^billion, or 19.5% more than 
the same period in the previous ^ 
year. Treasury reserves, which - 
stood’ at Baht 5.6 billion in | 
May, are expected to rise to 
Baht 7 billion and Baht 10 bil- 
lion’ by September and the end 
of fiscal 1984 respectively. 

But despite formal assurances that the 
originally projected Baht 26 billion deficit 
in the current budget will be met, some of- 
ficials recently told the press that the Baht 
151 billion revenue target this year may 
fall short by as much as Baht 7 billion. 
However, the government can continue to 
finance any extra deficit through bond is- 
sues, since the local money markets re- 
main liquid. 






"Phe widening budget deficit — from 

1396 of the total budget in fiscal 1982 
to 14.7% this year and 16.7% next year — 
provided another focus of attack for op- 
position MPs. Both this year's deficit and 
next year's projected one are higher than 
the Baht 22 billion average annual target 
set under the fifth five-year plan (1982- 
86). It has now become clear that officials 
writing the plan in 1981 miscalculated the 
extent of the adverse impact the global re- 
cession would have on Thailand's fiscal 
position and that some of the targets, in- 
cluding that for the budget deficit, are no 
longer feasible. 

Some critics also view high military 
spending in successive years as a drain on 
national resources which could otherwise 
go into more productive areas of 
economic development. | 

Like most budget debates in the past, 
opposition attacks also centred on a Baht 
1 billion secret fund, down marginally 


from this year, for the armed forces. The - 
fund, which has been a traditional item of 


the military budget, is supposed to be 
spent on clandestine activities relating to 
national security. - n 
The sharpest budgetary cutbac 


tight domestic liquidity and vice versa. It . 
was waived throughout 1982 and re-im- . 


posed in January (for foreign loans with a 


maturity of less than 12 months) in the |. 
face of the domestic liquidity glut. ^. 
But the January move apparently did- 


not achieve the desired results. Set against 
record expansion: in bank deposits last 
year and exceptióonálly low growth in lend- 
ing, the local banking system was flooded 


with liquidity (REVIEW, May 5). The | : 
ity (the difference between deposits and 


problem-was compounded as major cor- 
porate borrowers turned from local banks 
to borrow directly from overseas sources. 

Compared to Thailand's 14.575 mini- 


mum lending rate, overseas interest rates, 
which have plummeted since laté-1982 to | 
around 9-9.5% in recent months, offered 
ive for major firms with | 






direct. ac | fundi 





National defence — 
] Economy d 
. Debt servicing 
Public utilities — FE 
Internal peacekeeping | 10, 
Public health | 
General management 
Others 


budget. But Prem also said the govern- 








. though problems surrounding the liquid- 


| more demand ‘for bank loans — the 
surplus funds remain considerable. — — 











the inflation-adjusted real. 
|. J&S% is reasonable under 
kisin] i B 
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government’ subsidies for money-losing. 
state enterprises. These have been slashed 
from Baht 1.5 billion this year to only Baht 
388 million next year. The cut reflects the 
government's new policy that inefficient — 
and loss-riddled state corporations must 
improve their financial position, either 
through better management or price in- 
creases (REVIEW, Apr. 21): — : 


Budget documents. show that about 
Baht 1.2 billion in subsidies for four public | 
corporations ~~ including the Metropoli- 

tan and Provincial Waterworks Au- 

thorities, the ‘State Railway of Thailand | 
and the Provincial Electricity Authority | 
— are to be written off from the new : 


ment will borrow about Baht 3 billion to 
improve the operations of certain state en- 
terprises next vear. d ; 
Although he did not elaborate, it is ex- | 
pected that the/government will negotiate - 
for a third ‘structural-adjustment loan 
(SAL) from thé World Bank in 1984, part 
of which will be appropriated to selected 
enterprises as "investment capital" for ex- 
pansion. A large portion of the first SAL 
in 1982 (US$150' million) and second SAL | 
early this year (US$175 million) was spent 
in this way. ` Nl SENE. 
Since borrowings by various goverm | 
ment agencies are excluded from the 
budget, actual government spending in 
1984 could well be above the listed Baht 
192 billion. Quashing general criticism 
that the 8.5% increase in spending next 
year is too small, Sommai maintained that 
rease of 
jresent cir- 






cumstances. 






bz. 


/. The tougher condition for entitlement 
tò fhe withholding-tax exemption under- 
scores the monetary authorities’ desire to. 


see more local*éurrency borrowings. Al- 








ity surplus have abated somewhat since. 
early this year in the wake of the gradual 
. j He NA . NT Te 2. . * MEE S EG ES EPUM 
economic recovery — which brought 


- Official figures show excess bank liquid- - 


loans of all 16 Thai commercial :banks) » 
dropped from around Baht 28 billion. 


(US$1.2 billion) in January, to around | 
Baht 18 billion in June. As one banking | T 
source put it: “Since there is still plenty of |. 


firms 


baht around, why should loc 
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 Bangladesh's budge 
| continues the past - 
| | year's basic measures. 
| By S. Kamaluddin 


Finance Minister A. M. A. Mu 
| June 30 described the state of the 


-omy." He qualified this apparen 
| tradictory observation by saying tl 


commercial activities ... . 


| scope for abandoning or even 
" the basic measures adopted in tl 


reduce subsidies for 


accelerated. domes: 


| were increased by 25% in the hi 


. raising more resources.” 


-Taka 1.93 billion as government 
. Taka 442.6 million as extra buds 


thrown.up on the revenue side. - 


to Taka 34.1 







































Dhaka: Presenting. the budget for 
1984 (which began on July 1), Bangl 


omy as “fragile,” but noted that 
cal year just ended the cou 
achieved “stable conditions in: 


during the past year the grea 
as “to contain price i 


at 


The finance minister said there 


1983] budget.” No attempt was 
a ili aD 
further. He also said the 


tion, an increase in export e 
the determination of an invest 
gramme in Keeping with efficie 
economy, NN E 

Fresh tax proposals under the 
which are expected to net a total 
521.5 million (US$21 million), s 
increase marginally the prices 
tricity and telephone calls. Railw 




































es. Perhaps to reassure Bai 
donors, Muhith said: "We have 
dered the possibility of incre 
sidies; instead we have thought o 


On the basis of existing and fr 
and with expectations of growth 
ports, revenues for fiscal 1984 
mated at Taka 33.97 billion. The 
venue expenditure for the yea 
mated at Taka 24.14 billion. } 
after deducting net interna 

(excluding food) of Taka 1.66 bi 





for financing the food budget an 


sources, a surplus of Taka 6.68. 








^ Expenditure on the annual devi 
ment programme (ADP) is to be. 
34.84 billion, up from the fiscal 198. 
vised budget of Taka 29.77 billion. 
cal 1984, disbursement of foreig 
and grants is expected to increase 
5 billion. This wil 
‘billion in project ai 

ion in commodity aid at 
ion in food aid. Another 
be raised for ¢ 













































































l Sricharatchanya 
Thailand aa for fiscal 


































| inh cuts in | subsidies t to 
ations. 








ent spending as in the cur- 





compared to 21% in the current 
ational defence is second, taking 

| e economy is the third- -largest 
oun ing for 17.8%, though the 








ar m akes this the lowest rise 











p t increase is in debt servic- 
ose from Baht 27.1 billion, or 
he current fiscal year's budget, 
3.4 billion or 17.4%, Although 
yas emerged from the global re- 
far better shape than most other 

















in Asia today, 






































à ce-of-payment deficits: Gov- 
ternal debt, for instance, shot 
m Baht 80 billion at the end of 


om the Finance Ministry, 
“au and National Economic 
evelopment Board first com- 
ng the new budget early this 
er the former government 
pr. 21). The new administra- 





ction, hàd the opportunity to 
But since Prime Minister Prem 





nomic and financial planners 
office ` — the original ‘budget 
ept largely intact. 


on June 30. At the end ofa 


n MPs, the bill passed its first 
‘by a 196:90 vote. Pending minor 


inal) readings, prior to the im- 


tality. 





ith large revenue shortfalls, Thailand keeps a tight 
outlays and slashes public corporations subsi lies. 





get promises the same pat- 


By sector, education remains | 
item, accounting for 20.2% of | 





ncrease in allocation from the 


- Asian countries and its credit | 
rnationally regarded as one of 


arly Baht 140 billion by Feb- | 


assumed office after the April 


and Finance Minister. Som- 
kul were re-appointed —and | 


ted, the legislation incorporat- | 
w budget was passed with rela- - 
e 324-member House of Re- 


ebate, which saw attacks from | exemption from 10% withholdin 


fons, passage of the second and 









senting the bill to the house, Pr mi 





acknowledged that the large revenue 
shortfalls in fiscal 1982 have had some ad- 
verse spillover effects on the current year. 

Although the fiscal position has now im- 
proved and the current economic recovery 
looks set to continue next year (Economic 
Monitor, page 67), the prime minister 
stressed that austerity remains necessary. 

“The objective is to maintain economic 


| stability," he said. 


Against the Baht 192 billion expendi- 
ture, the new budget projects total gov- 
ernment revenue at Baht 160 billion, i 
cluding an extra Baht 6 billion from E 
hanced tax collection. Of the total Baht 32 
billion projected deficit, about Baht 2 bil- 
lion is to come from Treasury reserves 
while the remaining Baht 30 billion will be 
financed by domestic borrowings — Baht 





-10.5 billion from the Bank of Thailand, 
the central. ‘bank, and Baht 19.5 billion - 


from the. Government Savings Bank, com- 


| mercial banks.and other private institu- 





plan to finance about two- 


| thirds of the deficit from domestic puoue 


flationary impact. 


" he fact that government spending to 
-stimulate economic activity as a share 


; of the total budget- has decreased from 
the country | 20.4 

s has committed substantial - at 
wings in recent years to help : 





% in. fiscal 1982 to 19. 2% this Jean 






has p mpted criticism from various quar- 

Opposition leader Pramarn Adirek- 
ead of the industry-based Chart 
rty, said during the debate in parli- 
X: "The government should have 
taken. advantage of the worldwide 
economic recovery to quicken the pace of 
the local recovery through larger spend- 
ing. » 





















inflation this year, down 
year. The government's target for next 
year is to keep inflation below 7%. 

Sommai defended the reduced spend- 














| ing on n the dde Mead à as bp Seins sec- 


pressures. Thee are 
years of depression, 
including private-sectc 


equipment and slasewa 
gradually recovering since 
in the wake of lower oil p 
interest rates. NE. 

The highlight of æ 
spending is a Baht 3.8 billion 
lopment and poverty-all ! 
gramme. Up from Baht 2 7 billio | | 
current year, this will concentrate on, 
among other things, job creation in 38 
provinces classified as poverty-stricken. 
Other major spending under this heading 
will go to the development of water re- 
sources to assist agricultural production, 


-which includes the construction of new as 


well as the extension of PASUDE irrigation 


A projects. 


Notwithstanding worries about infla- 
tion, it is clear that fiscal belt-tightening is 
also necessary because of the burgeoning 
budget deficit, the result of revenue 
shortfalls in the past two years. The fiscal 
1982. budget originally projected a Baht 21 
billion deficit. But when the fiscal year 
ended last September, the actual | deficit 
shown was Baht 37.8 billion. 

The gap was the. result « of massive re- 
venue shortfalls stemming from. the gen- 
eral economic slowdown, an absolute de- 
cline in imports (for the first time.in the 

















past decade) and low export 
government managed to fi 


nee a big por- 
tion of the deficit, abor 6. 7 billion, 
ee sales of. es | ity. bonds — 





The Thai Govemmient changes its tax-exemption rules. 
to discourage short-term foreign borrowing an 


Bangkok: In an attempt. to Decade: 
short-term private foreign borrowing and 


to encourage greater use of surplus 
domestic liquidity, the Thai Government | 


has extended from July the maturity 
period of foreign loans for entitlement to 





from one to two years. Only foreign loans 
with a maturity of more than two years will 
be exempted.. | 


ntation of the budget, now becomes found ei 


local corporate borrowers to place more 
emphasis on longer-term, investment- 


oriented projects when. they. borrow 


foreign funds. To date, the bulk of pri- 


. vate-sector foreign borrowing, estimated 


at US$3.2 billion at the end of 1982, was 
on a short-term basis and primarily de- 


| signed to finance corporations’ revolving 


funds or short-term liquidity problems. 
The authorities have in recent years 
used the withholding tax as a means to di- 
rect foreign capital inflows. The tax was 
waived to attract more fund | 






tionist measures and to work systemati- 
cally towards reducing and eliminating 
quotas and other such measures. This 
marked a considerable achievement out- 
side the General Agreement on Tariffs 
and Trade. 

What is more, the Group of 77 blunted 
the OECD's drive to get developing coun- 
tries to open up their own markets — or to 
participate more fully in the open multilat- 
eral trading system based on Gatt, as the 
OECD bloc put it. But they avoided any 
reference to reciprocity and made it clear 
that the pace at which individual develop- 
ing countries liberalised their trade would 
be affected by problems of  in- 
debtedness, balance-of-payments difficul- 
ties or an insufficient level of economic 
development. 

The industrialised countries have been 
making similar demands for some years 
now. They maintain that developing coun- 
tries are expected to assume their obliga- 


did 


tions under Gatt more fully as their 
economic development proceeds. 


Q: a more political level, the industrial- 
ised countries have argued that it is 
easier for them to remove trade restric- 
tions if they can tell their own firms of ex- 
port opportunities opening up in the de- 
veloping countries. At Unctad VI the US 
pushed hardest for increased access to the 
markets of develóping countries. The Ja- 
panese suggestéd in private that they 
could live with the import restrictions 
maintained by developing countries but 
that out of solidarity with their fellow 
OECD members they would expect them 
to do something. 

Indian Commerce Minister V. P. Singh 
rejected the charge of protectionism, 
pointing to the substantial trade deficits 
incurred regularly by India and other non- 
oil-exporting developing countries. He 
felt the real constraint on imports was in- 
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adequate purchasing power, so that the 
kind of liberalisation sought by the OECD 
would only encourage imports of con- 
sumer goods at the expense of capital 
goods. 

The long, often heated, debate on pro- 
tectionism was part of a much wider 
dialogue on the nature and causes of the 
current economic crisis. The developing 
countries claimed that it was neither short 
term nor cyclical but global in scope and 
structural in character. The industrialised 
free-market economies maintained, how- 
ever, that the crisis was cyclical and that 
the first signs of an upturn were already 
evident in the US and Canada. 

Inevitably, policies advocated by the 
two sides differed sharply. Led by the US, 
the developed countries argued that as the 
recovery gathered pace, world trade 
would be stimulated. Protectionist pres- 
sures would largely disappear, commodity 
prices would rise and recovery would 


run | = — 
Japanese farmers protest over imports: Abe hits out at trade barriers. 





spread to all corners of the world. They 
were prepared, therefore, to reverse pro- 
tectionist trends and progressively dis- 
mantle trade restrictions as economic re- 
covery proceeded. 

Significantly, no Western country al- 
luded to the fact that unemployment is ex- 
pected to continue to rise. This lends sup- 
port to the Group of 77 view that the crisis 
is largely the result of the industrialised 
countries' failure to phase out smokestack 
industries. Hence the argument of the de- 
veloping countries that in the absence of 
much-needed structural adjustment, any 
economic recovery is bound to be 
limited and uncertain, as illustrated by the 
growing protectionism of the indus- 
trialised bloc. 

The developing countries' position was 
most clearly put by former Indonesian 
economic coordinating minister Widjojo 
Nitisastro. He thought it very unlikely that 
the recovery, when it came, would mean a 


return to the golden 1960s or anything like 
it. There was even a danger the recovery 
would come to a halt, unless it were 
strengthened by adopting the standstill 
and rollback measures advocated by the 
Group of 77. 

The developing countries’ position was 
endorsed by Gatt's director-general, Ar- 
thur Dunkel. In his speech to Unctad VI, 
Dunkel noted that existing import restric- 
tions impeded the structural adjustment 
needed for firm and durable recovery. If 
new steps to liberalise trade were not 
taken recovery might never come, he said. 


he Japanese clearly shared these views, 

though as loyal members of the in- 
dustrialised group they were ready to go 
along with the majority. Addressing 
Unctad on June 7, Japanese Foreign 
Minister Shintaro Abe declared that goy- 
ernments had a duty to eliminate those 
barriers, including excessive government 
intervention, which retard industrial re- 
structuring. He pointed to his country’s in: 
creasing efforts in this area, which had en- 
abled Japanese industry to demonstrate 
its resilience even during global recession, 
Japan, in other words, could dispense with 
the link between the rollback of protec- 
tionist measures and economic recovery. 

The Belgrade declaration manages to 
combine the two opposing views by de: 
scribing the economic crisis as one im 
which the deeper underlying causes of a 
structural nature have been compounded 
by cyclical factors. But to the extent thal 
the declaration nonetheless favours the 
Group of 77 position, it was rejected by 
the US as too one-sided and ideological. 

Unfortunately, even the OECD coum 
tries could not agree on whether the 
economic recovery has really begun and il 
it is likely to prove durable. If the Amer 
cans were confident that their economy 
was picking up rapidly, the West Euro 
peans were much more doubtful as to tht 
pace and duration of their own recovery 
The developing countries bluntly declare¢ 
that the crisis had acquired additional di 
mensions since 1980 and now displayed al 
the classic symptoms of a worldwide de 
pression, 

Unctad VI is unlikely to affect either th 
bilateral relations of developing countrie 
or their relations with developed countrie: 
in Gatt, the IMF and the World Bank 
Delegates were indeed, surprised whet 
asked whether the failure of Unctad V 
would harm their bilateral relations witl 
industrialised countries. Unctad is clearl' 
only one of many institutions througl 
which they work and is less importan 
than several others. 

The major lesson of Unctad VI fo 
many Asian delegates was a very simpl 
one: if the Group of 77 is to be more effec 
tive its members must build up thei 
economic strength through a much greate 
reliance on South-South cooperation. Bu 
such cooperation remains a long way off a 
this time. 
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Developing nations come away from Belgrade almost empty-handed 


A fragile compromise | 


By Malcolm Subhan 


Belgrade: The sixth United Nations Con- 
ference on Trade and Development — 
Unctad VI — failed to achieve the aims of 
the 121 developing countries represented 
in the Group of 77. After much wrangling, 
reflecting Unctad's reputation as an inter- 
national talking shop, a political declara- 
tion and several compromise resolutions 
were adopted on July 3. But they rep- 
gesented.a fragile compromise between 
nthe developing and developed groups of 
"countries. Even then, the United States 
dissociated itself from the final statement. 

The result was a disappointment for the 
Group of 77, which was pressing for im- 
plementation of the. ambitious program- 
me drawn up in Buenos Aires in April at a 
ministerial-level meeting (REVIEW, June 
2). This comprised a declaration on the 
world economic situation as well as draft 
proposals covering international trade in 
commodities, debt relief, aid, and reforms 
of international financial institutions. 

The resulting document, covering 65 
closely typed pages, was the major input 
for Unctad VI which opened here on June 
6. But there followed four weeks of 
protracted discussions and much tactical 
delay. The wide gulf between the two 

— the Group of 77 and the indus- 
trialised countries of the Organisation for 
Economic Cooperation and Development 
— was such that discussions focused in- 
creasingly on texts intelligible only to 
those versed in international bureaucratic 
jargon. The final programme was adopted 
only after a two-day extension of the con- 
ference. 

The declaration, essentially a political 
document, is closer in tone and content to 
the Group of 77 position, especially in its 
analysis of the causes of the present 
economic crisis. For the OECD countries 
the crisis is of a cyclical character and will 
resolve itself as the economic recovery, 
now evident in North America, crosses 
the Atlantic. But for the developing coun- 
tries its roots lie in fundamental structural 
imbalances and in the inequities of the in- 
ternational economic system. 

The major proposals contained in the 
agreed programme deal with the Common 
Fund, complementary financing, protec- 
tionism and structural adjustment in the 
industrialised countries, international 
trade in services, aid flows, the debt pro- 
blem and international monetary issues, 
including monetary reform. 

For many OECD countries, preoc- 
cupied by high levels of unemployment 
and the consequent threat of financial and 
political instability, Unctad VI was essen- 


F tially a holding operation. While the re- 
. 46 


sults, therefore, could have been more ex- 
tensive, the group permitted itself a cer- 
tain degree of satisfaction. 

However, the Group of 77 viewed the 
meagre results with deep disappointment. 
It was only too conscious of the yawning 
gap between its Buenos Aires proposals 
and the resolutions adopted by the confer- 
ence. These, its spokesman noted, did not 
add up to a worthwhile programme of im- 
mediate measures and contained no fresh 
spending commitments by the developed 
nations. In fact, they represented only a 
slight advance on positions reached in ear- 





Widjojo: stating the case. 


lier conferences. The head of China's de- 
legation, Li Ke, also expressed strong dis- 
satisfaction with the results and accused 
the developed countries of a marked lack 
of political will and of protecting selfish 
interests. 

Producers of primary commodities and 
manufacturers and exporters in develop- 
ing countries will view the results more 
pragmatically, however. They will want to 
know whether the proposals adopted in 
Belgrade will speed up economic recovery 
and lead to higher commodity prices, 
lower import duties, the elimination of im- 
port restrictions in the industrialised coun- 
tries and more effective generalised 
schemes of preferences. 

These clearly were among the objec- 
tives the Group of 77 had set itself. Still, it 
must be remembered. that resolutions 
adopted by Unctad are addressed to gov- 
ernments, which must act on them indi- 
vidually. There is, however, no guarantee 


they will do so, as Unctad can only make 
recommendations. A negative vote or re- 
servations by a major developed country 
can mean a resolution will remain a dead 
letter. As for resolutions which are widely 
supported, they either affirm the obvious 
or are drawn up in such general terms that 
their implementation can be safely ig- 
nored. 

The resolution on the Common Fund, 
for example, merely urges all states that 
have not yet done so to ratify the agree- 
ment establishing the fund, so that it can 
begin operations by next. January. The 
fund’s success depends on, first, participa- 
tion by the United States and East Euro- 
pean countries and, second, the conclu- 
sion of a much greater number of interna- 
tional commodity agreements. 


B: American participation remains as 
unlikely as that of the Soviet Union, 
while the resolution on the integrated 
programme for commodities simply asks 
the Unctad secretary-general to convene 
negotiating conferences on commodities 
for which preparations have reached an 
advanced stage. 

As for compensatory financing for ex- 
port-earning shortfalls, an expert group is 
to be set up to study the need for addi- 
tional finance. Japan supported the move 
but the US voted against it on the grounds 
that the issue was part of the wider ba- 
lance-of-payments problem and, there- 
fore, within the parameters of the Interna- 
tional Monetary Fund. 

In the view of the OECD countries the 
resolution on external debt did not expand 
Unctad's mandate in this field. It stipu- 
lated that debt-restructuring operations 
should aim at contributing to debtor coun- 
tries’ efforts to re-establish their credit- 
worthiness. The developed countries an- 
nounced, however, that they were pre- 
pared to consider measures for alleviating 
the debt burden on a case-by-case basis. A 
somewhat similar announcement was 
made regarding development aid. While 
refusing to enter into. any new commit- 
meats, the OECD countries declared they 
would expand official aid. 

The most important resolution from the 
exporters' viewpoint deals with protec- 
tionism. The Group of 77 had called on 
the developed countries to abstain from 
imposing new protectionist measures 
against any exports of developing coun- 
tries and to establish specific time-bound 
programmes for the elimination of all 
existing protectionist measures. The 
OECD countries eventually committed 
themselves to a standstill on new protec- 
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ren n of Indian 
ers and rich businessmen, he “could 
hardly be expected «to be“ 
mainstream of the national maveneat,” 
he writes. But then 
Jawaharlal Nehru's Autobiography — 
and he was enthralled. By this time, as he 
puts it, 
bre: 
tion «— Sappieachiie: Keshiir was assum- 
ing enormous significance and was obvi- 
ously a prize to be fought for. 

Hari Singh, always autocratic to the 
pomt of being feudal, was now heavily 
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WARFARE 


Slow action from 


Malayan Operation, Most Secret — 
Force 136 by lan Trenowden. Heine- 
mann Asia. HK$35 (US$5). 


IN 1939, at the outbreak of World War I, 
an entirely new secret intelligence organi- 
sation (separate from the four in Britain) 
was set up under the Ministry of Economic 
Warfare. Known as Special Operations 
Executive (SOE), it took over Section D 
of SIS (Secret Intelligence Service — also 
known as MI6) with the brief “to investi- 
gate every possibility of attacking poten- 
tial enemies by means other than the oper- 
ation of military forces." . 

SOE HQ in London's Baker Street di- 
rected Force 136 (B section) into Malaya 
by submarine and parachute while A sec- 
tion was concerned with Indochina, Thai- 
land and Burma. What the author does 
not mention is the other brief the SOE and 
Force 136 men were given besides making | 
contact’ with and dispensing arms to 
guerilla groups fighting the Japanese. This 
other mission was to foil the Americans. 


As ordered by the anti-colonial United | 


States president Franklin D. Roosevelt, 


the Americans did their- (unsuccessful) | : 


best to spoil British and French Force 136 
efforts to contact guerillas in Malaysia, In- 
donesia and French Indochina, believing | 
them to be mainly oriented to restoring 


colonial rule in those countries. A review 


of the book by Major Archimedes Patti of 
the American SOE equivalent, the Office 
of Strategic Services — Why Vietnam? 
Prelude to America’s Albatross — high- 
lighted this bitter, ;jnter- Allied rivalry | 
(REVIEW, May 14, '82).. 5 

Trenowden's 221-page book is con- 
cerned only with wártime Malaya but 
there is unnecessary historical build-up 
before the first agent, John Davis, is trans- 
ferred (on page 98) from a Dutch sub- 





marine to a junk, from which he finally 
landed with three Chinese at North | 
Pangkor on Malaya's East Coast. Chin | 
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of accession ‘to ta, allowing I 

troops into the state to bring” about à 

temporary peace. To 
Ironically, Karan Singh was 





a painful hip ailment. Andhe 





He returned to find his father being virtu- 


a dra relit en ^ 


(CPM) jungle soldiers fighting: the: Kuala 
Lumpur government — makes his first ap- 


man. ; 
The book suffers tiom carles mistakes 
left over from the first printing in 1978. 





Fenner; described in the index as “now Sir 
Claude Fenner;" In fact Fenner died in 
1978 after a most distinguished police 
career, finishing up as inspector-general 
of the Malaysian police. | 

Sometimes the story seems as heavy as 
the 450-Ib — ves, 450-Ib — radio sets Force 





B Ta 1969: A Historica Survey of 
“Sino-Malay | Relation: ) 
Comber. ‘Heinemann Asia.  HK$21 
(US$3). 





THE riots which shook Kuala i Lamp, 
and later spread to other Malaysian 
towns, on May 13, 1969, 'shattered an 


integration could, through the good sense 
of its august community leaders, proceed 
serenely to wealth and happiness. Tunku 
Abdul. Rahman;.watched the flames 
spread in his capital: and reflected that all 
his “work to make Malaysia a happy and 
peaceful country through these years, and 


minister in the world, were also going up 
in flames.” 

A state of emergency was proclaimed; 
the constitution and parliament were sus- 
Jpn When the smoke cleared t 

ary y casualties v were rere 


Peng — Britain’s most trusted guerilla in | “ou irt Lee 


Malaya and still, to this day E 
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 Hisson now rules in his place in av 
+ ferent form of dynastis rule from 
i : Hari Singh. 

country at the time undergoing surgery for | 
ie stayed away | 
throughout the tumultuous year of 1948. | 
` Karan Singh plans a further volum. 
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| will be published outside India — ant 
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| warfare. 


Davis (his name is spelled two ways) was. have found the reason the g gallant 


escorted to the junk by Lieut-Col Claude | 


| posthumous decoration after 
under Japanese torture in 1944. / 
| he was not an army man, the Bri 

. his widow a major's pension. “H 
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fieldwork, no case studies, no pas 
| nO analysis. 


| tory, it is important that the history 
-beat least competent. Comber's his: 
idyll. Primarily they questioned. a belief | editor) partly because his bibliogra 
that a plural society with minimal racial | 


| licy was, broadly speaking, anti-C 
and pro-Malay." 
onialism 


. tory of communal relations that almo: 
also my dream of being the happiest prime | 
| the major Sino-Malay riots between. 
| and 1969 in six lines. By way of some 4 
 pensation, the reader may glean soi 
sus- | teresting detail or enjoy the appen 
E. | But that owes more to the subject 
-the author. The subject is as impo 
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void of many recent works which app 
the British record critically. 
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v The China 

Official Annual - Report of China 

F Bert 1982/83 — 1982/83 
| e information A road map through 
hins a zu ever the labyrinth of 


China's legal system. 
Now only US$85.00 
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9-pi zage China Official Annual Report is without The continued redirection of China’s priorities towards 
he single most complete reference work ever toreign trade and its broadening contacts with other 
va d about China. Its contents range from the land countries and regions has necessitated many revisions 
eople to business, economics, finance, culture, and adaptations in its laws. The Law Annual Report 
n, Poetis science and technology and countless now puts these changes into perspective in a single handy 
bjects. up-to-date volume. 













What is it? 
sult of thousands of man hours the COAR 1982/ The Law Annual Report is the most up-to-date, 
as written and edited by the New China News complete work of its kind. With its easy, readable format 
ipa 1y, a group of dedicated professionals who know and clear indexing this 536-page volume literally places 
intimately. The result is a book of unmatched China’s legal system at your fingertips. 
th and depth. Who needs it? 
0 needs it? If you are a lawyer, a business executive, financier. 
1 pk ewm indexed, the COAR 1982/83. like the Law industrialist, or anyone currently doing or planning to do 
il, places thousands of facts and bits of information business with China then the Law Annual Report is à 
Ar im nediate disposal. And like its companion must for you. A small investment in this book today 
cation the COAR is essential to businessmen, could save you money, time and wasted energy in the 
E , students, professors and virtually anyone with future. 
to know or a keen interest in China of today. Professors or students of China will find the Law Annual 
: A use of charts, maps, tables and colour photos . Report an endless source of information essential to the 
š the COAR enjoyable as well as informative true understanding of the legal system of this enigmatic 
- bs. giant. 
v to get it How to get it. 
-your copy(s) now by simply completing the Simply complete the coupon below today and send 
p low and returning it together with the indicated together with your payment in the amount of US$85.00 
aa of US$60.00 (or the equivalent in local «or equivalent irr your local currency) per copy to the 


indicated address. 


7 $ Order both books and save USS15.00. Clip and mail this coupon today! Send to: 
cul: ation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. CB0714 | 
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Report 1982/3 for which I China 1982/3 for which I C) O Please send ;...:.:set(s) of both | 
P . enclose US$60.00 per copy. | enclose US$85.00 per copy. | The China Official Annual | 


For surface mail delivery For surface mail delivery Report and Law Annual Report 
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Karan Singh as a baby; in ceremonial dress, aged seven; at 16; a 


AUTOBIOGRAPHY 


A record of the end of an era 


Heir Apparent by Karan Singh. Oxford 
University Press, New Delhi. Rs 80 
(USS8). 


THE turmoil accompanying the. recent 
state elections in Jammu and Kashmir 
makes this fascinating autobiography par- 
ticularly timely. For Karan Singh, son of 
the last Maharajah of Kashmir, Hari 
Singh, was — when barely into manhood 
— at the centre of politics in that troubled 
state. It was an extraordinary story. 
Young Karan Singh had been brought up 
literally alienated from the society in 





which he lived. He was not even born in 
India, but, appropriately enough, in the 
rich man's playground of the South of 
France — to be precise, in the Hotel Mar- 
tinez in Cannes. 

He was brought up by a series of British 
guardians in one or another of his father's 
many mansions in Jammu and Srinagar, 
speaking English and not even allowed to 
eat Indian food — afternoon tea con- 
sequently was his favourite meal. At the 
age of nine, he began attending school: 
Bombay in the winter, Srinagar in the 
summer. And it is here that the shadow of 


SOCIETY 


Cultural misfit in a Japanese garden 


The Bonsai Tree by Meira Chand. John 
Murray Ltd. £8.50 (US$13). 


SOCIO-cultural alienation and the prob- 
lems of inter-racial marriages are constant 
themes with Chand. Both this novel, and 
her previous book Last Quadrant, deal 
with foreigners trying to settle in Japan and 
their inability to adjust. There are those 
who try and do not succeed and others 
who carry their own, unshakeable identity 
impervious to any other influence. 

Kate marries Jun in London. They go to 
Tokyo and Jun gradually lapses back into 
the traditional roles imposed by the pat- 
riarchal and rigidly hierarchical Japanese 
society. But his is a voyage of discovery 
wherein he is forced to question these so- 
cial norms. 

His exposure to London and Kate 
and a different culture make him realise 
the necessity and even desirability of 
change. His widowed mother resents 





his marriage, not only because Kate is à 
gaijin but also because she feels 
threatened. To her, Kate is the epitomy of 
all that is Western. She senses that be- 
cause of this link with a culture that is 
diametrically opposed to her own, Jun will 
no more be willling to conform or accept 
her authority. 

Although one sympathises with Kate's 
suffering and her earnest efforts at coming 
to terms with the Japanese way of life, her 
cultural arrogance — that her values are 
the right ones — can only isolate and 
alienate her. Since Japan cannot accept 
half-castes or failures, the only sanctuary 
Chand sees for them is provided by the 
missionaries — be it Father Ota of the 
Kamagasaki slum of Osaka in The Bonsai 
Tree or the St Christopher orphanage run 
by the nuns in Last Quadrant. 

There is an underlying assumption in 
both books that Western ideals and 
mores are superior, an assumption that is 


E H—Á T MÀ m— 


CaNCAMEESEROE EA, 


the bridegroom; portrait of the author 





politics first flits across the pages. He ex4 
plains that he was driven to his convent” 
school in Srinagar by a circuitous route to” 
avoid going through the city centre. No. 
explanation was given at the time, but 
later he realised that it was to avoid any 
confrontation with Sheikh Abdullah's 
emerging National Conference, which 
was campaigning against the rule of a 
Hindu Dogra maharajah over Kashmir's: 
largely Muslim population. ! j 







i 
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heir-apparent. He writes: *As for th 

Kashmiri Muslims, our contacts were 
mostly limited to the gardeners and the 
shooting and fishing guards.” For him, life 
proceeded along its appointed course. A 
marriage was arranged, but fell through. 
He was sent to an Indian clone of an Eng- 


However, this hardly worried the young 






ri 
disturbing. She tends to overdo the East- 
West conflict too, with the endless battling. 
of spontaneity vs conformity, tradition vs. 
modernisation ad infinitum. Her. 
characters unfortunately remain one-di-- 
mensional and stereotyped. The portrayal 
of Itsuko, Jun's mother, is particularly dis- 
appointing. This is the woman who took 
over her father's business and made a 
name for herself in a tradition-bound so- 
ciety where submission is a woman's 
greatest virtue. Chand looks at her only 
negatively, as a tyrannical mother-in-law 
bent on destroying her son's marriage, or 
as the proud and power-hungry business. 
magnate who can neither let go the reins” 
nor accept change at any level. There are: 
hints of other facets but they are not de- 


| veloped. 


The analogy of society being the gar 
dener that fashions the-bonsai tree, mak- 
ing individuals grow in a certain pre-deter- 
mined way, is interesting and beautifully” 
understated. The author's distaste for this” 
aspect of Japanese culture which encour 
ages “bonsai-individuals” is clearly stated. 

— GEETANJALI SINGH 
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Built in 1066 by William the Conqueror, Windsor Castle has 700 rooms 
covering an area of 14 acres. It is the weekend residence of Queen Elizabeth II 
and the royal family. 


Great Landmarks 
of the world. 





\ L.andm,uk Room at the Dusit Thani in Bangkok 





At 56 square metres, the Landmark rooms at the Dusit Thani Hotel 
are the largest in Bangkok and certainly amongst the largest in the world. 
Each room is ele gantly furnished with twin double or king-size beds, 
huge lounge area with sofa, desk, coffee table, easy chair and marble bathrooms. 
The Dusit Thani also features six superb restaurants, enormous 
shopping arcades, bars, disco, swimming pool, tennis and squash 
courts, an executive centre and health club. 
The only things that aren't on a grand scale are the prices. 






Everything is on a grand scale at The Dusit Thani p S> 


The Dusit Thani puero Kama = Road, Benghek 10500, ene Phone: — Telex: TH 81170 & TH 81977. Cable: Dusitotel. 


Mestigious Ho [Asa |} Dynasty, Singapore, Hotel Lotte Se e Manda Hotel’ Manda, The Ritz, Tame 














Business 
Travels 

With 
The 
Review 


When it comes to reaching 
Asias frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 

































At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
ern Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 




















If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 













Address your inquiries to:— 


Elaine Goodwin, 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kong. 









documents made your luggage heavy. Our Business Class 
allowance is thirty kilos. 

And it was good to find that we reserved your favourite seat 
when your secretary booked the ticket. And that our Premium 
Accommodation Plan service has your hotel confirmed well 


ahead. But from this height, as you leisurely consider 
another brandy offered by our gentle hostesses in 
sarong kebayas, any problems on the ground are 
starting to look a little SIWGAPORE AIRLINES 
insignificant, aren't they? BUSINESS CLASS 
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Sky Jeep? 


OMAD Missionmaster capabilities are perfectly suited For further information on 
has taken a legend and put to short or unprepared airfields. Nomad Missionmaster, write to: 
wings to it.The result is a military And as the jeep would accept Nomad Marketing Group, 
STOL aircraft of extraordinary alternative powerplants, similarly, | 226 Lorimer Street, 
versatility: Missionmaster’s G.M. Allison Port Melbourne. Vic. 3207. 

The Missionmaster can be engines are compatible with those AUSTRALIA. Telex: DEPRODY 
used to transport up to twelve of Bell and Hughes or M.B.B. AA 30252. 
fully-kitted men and is eminently ^ helicopters. 
suitable for para-dropping. Missionmaster comes with full 

Or it can be quickly technical and spare-parts back- "== 
converted to a stores transport. up through the wide resources of y^ 

While its unsurpassed visibility the Australian Government and gxi Je 
makes it a natural for battlefield ^ its aircraft factories. UU «IN Ô 
surveillance or patrol missions. Missionmaster. We took av 

And Missionmaster's STOL a legend and put wings to it. MISSIONMASTER 


M ————————— 





there may be new factors. One of these 
could be that the refugees have found rela- 
tively safe routes for the voyage from 
Vietnam, skirting areas infested by pi- 
rates. Boats that stray off the so-called 
safe routes are still being attacked as many 
as 12 times each by pirates. Moreover, the 
incidence of rape and abduction of re- 
fugees by pirates has risen, officials say, 
because the new crop of refugees are poor 
and have few possessions with which to 
buy off the pirates. 

The fact that the refugees have so little 
money has led to the discovery that many 
of them were penniless before they left 
Vietnam. The conclusion is that their 
passages were paid for by relatives abroad 
through banks in third countries. One 
source says the relatives may be dealing 
with middlemen in Hongkong and paying 
hard currency into foreign banks to ar- 
range for the departure of family members 
in Vietnam. Some refugees have said on 
arrival in Malaysia that they had been told 
without warning to proceed to a collection 
point on a given date. No money was 
asked for, and the only condition required 
of those leaving was to maintain absolute 
secrecy. 

The source suggested that if this system 
became widespread, a new surge in the 
number of refugees could occur. "You 
must remember that finance is coming 
from somewhere," the source said. “The 
incoming boats are now fitted with new Ja- 
panese Yanmar engines and cost some- 
where around US$4,000 each." 

Another concern for the Malaysians is 
that, in the words of one official, “it is 
noticeable that the unskilled, the old, the 
unaccompanied young, the sick, are the 
ones who stay longest here and are mount- 
ing in numbers." Many of these refugees 
lack basic education, and Malaysian au- 
thorities are now giving them English les- 
sons in the hope of making them more 
eligible for emigration. “But,” the official 
added, “the end is not in sight.” 
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An occasion for pride 


Indonesia does not say much about its Miles ion transit 


programme, but it wins praise from intern 


By Susumu Awanohara 


Jakarta: Indonesia has not played up its 
role in handling Vietnamese boat people, 
but its record has been a good one, and 
those who have been involved are quietly 
proud of the fact. As elsewhere in the re- 
gion, the number of so-called first-asylum 
cases, that is, people arriving directly from 
Vietnam, has dropped sharply from the 
peak year of 1979. 

But the rate of decline of direct arrivals 
in Indonesia has been lower than that for 
the rest of the region. During January- 
May 1983, the number of new first-asylum 
cases in Indonesia was 2,333, a 29.6% de- 
crease from the same period last year. The 
percentage decrease for the region as a 
whole was 41.495. 

Experts are convinced that Indonesia's 
mostly generous treatment of refugees, as 
well as the absence of pirates because the 
route to Indonesia crosses international 
maritime routes, explains the country's 
popularity among boat people. Some say 
that Indonesia s — refugee-processing 
centre on Galang island, off Singapore, is 
also more popular with resettlement offi- 
cials than, for example, Malaysia's Bidong 
island. The facilities are better in Galang, 
which is also more accessible than Bidong. 

At any rate, 3,604 direct arrivals to In- 
donesia were resettled via Galang during 
January-May, compared with 3,401 from 
Malaysia during the same period. Thus 
there was a net decrease of first-asylum 
cases here of about 1,270 (leaving about 
6,000 cases outstanding). while Malaysia 
saw a net increase of about 2,200. It is be- 
lieved the Malaysians are not happy about 
this. 

Galang also serves as a transit camp, 





al groups 


providing temporary accommodation for 
refugees who sought first-asylum in other 
countries and have since been accepted by 
countries of final settlement. These re- 
fugees, coming mainly from Thailand, are 
given language training and "cultural 
orientation" on. Galang. There are now 
about 4,000 such transit refugees. 

The total number of refugees in In- 
donesia, including both the first-asylum 
and transit cases, has dropped from about 
15,000 in October 1982 to the current 
10,000 and is likely to fall further to 
around 5,000 by the end of the year. Di- 
rect arrivals should decline, particularly 
during July-September, when some 3,600 
Cambodian transit refugees will be reset- 
tled in France and will not be replaced. 
Also, a recent modification of selection 
criteria by Washington is likely to acceler- 
ate the resettlement of unaccompanied 
minors to the United States, according to 
an expert. 


ince Galang was established in 1980 to 

lighten the burden on other first-asylum 
countries, particularly Thailand and Ma- 
laysia, it has processed more than 100,000 
refugees (about 77,000 direct arrivals and 
37,000 transit cases). The Galang refugee- 
processing centre has grown into a sophis- 
ticated operation, with its own infrastruc- 
ture, transport and hospital, and it has be- 
come the pride of the Indonesian Red 
Cross. But Jakarta has not publicised 
Galang. Understandably, the government 
does not want to draw attention to the fact 
that the refugees have a higher standard of 
living than many Indonesians living in 
nearby areas, some say. They point out 
that the refugees are guaranteed food, 
water, medical and other welfare 
facilities, education and on top of that, re- 
settlement in rich countries. 

There is an increasing realisation, how- 
ever, that Galang has been a good invest- 
ment for Jakarta in many ways. The idea 
of setting up a centre for transit refugees 
was unique and was an expression of sol- 
idarity with other Asean countries which 
were struggling with the problems created 
by the boat people. Although Indonesia 
does not provide permanent asylum for 
refugees nor funds for the Galang opera- 
tion, Jakarta's contribution is appreciated 
by concerned organisations. Indonesians 
who have come into contact with direct ar- 
rivals have a good record. Unlike in other 
Asean countries, the refugees have made 
few complaints of mistreatment. 

Observers feel that those who have 
criticised Indonesia for its alleged brutal- 
itv in East Timor will have to acknowledge 
the country's record concerning In- 
dochinese refugees. It is not yet clear how 
much capital can be made of Galang, but it 
symbolises the more humanitarian aspect 
of Indonesia's political system. 
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> vidual persecution. Officials familiar with 
processing immigrants from, for example, 
Hongkong, Taiwan, South Korea and the 
. Subcontinent describe the typical eco- 
 nomic migrant as someone who knows 
. the ropes of immigration and is prepared 
to wait for years before gaining accep- 
tance to a Western country. 

But people who, for whatever reasons, 
risk their lives on the high seas in ill-equip- 
ped boats, hardly fit the description of an 
ordinary migrant. Consequently, many 
immigration officials now concede that 


even if some of the boat people do not 


technically qualify as refugees, they are at 
least displaced penons with no home to 
return to. 

Another term that fins cropped up fre- 
quently in the debate over refugees is the 
so-called pull-factor, meaning the attrac- 
tion of a better life in the West, which has 
accelerated the flow of Indochinese from 
their homes. 
should people who leave their homes and 
countries because they harbour visions of 
a better life elsewhere be classified as re- 


fugees? By way of an answer, one veteran 
asked:.| 


Western immigration official 
“How many Asian peasants would leave 


their land and homes to risk their lives at 


sea unless their conditions: were so un- 
bearable? That their status may not fit 
some legal definitions of i makes 
little sense to them.” 

The deterioration of conditions in Viet- 
nam after four decades of war, plus the 






were convenient propaganda 
tools for-the US in its global political 


rivalry with the Soviet Union. Two succes-. 


sive US administrations have. made good 


use politically of the fact that large num- 


bers. of young men were deserting Viet- 
nam, a staunch ally of the communist 
superpower. But domestic pressures in 
the US have now made the arrivals from 
Indochina less welcome, and the INS ar- 
guments about the definition of a refugee 
are a reflection of this. ! 

Such debates are, of course, little con- 
solation to Southeast” Asian countries, 
which find themselves eae to be the 
holding centres for the. rt 






Officials visiting ed He that Hanoi 


authorities have cooperated in stemming 
the flow of boat people’ There is no evi- 
. dence now.of high-level connivance over 


the exodus, though low-ranking security 


officers may still be amenable to taking. 


bribes from potential refugees. These re- 


fugee officials maintain that móst of the. 
disaffected Vietnamese have already left... 
However, the. prospect for first-asylum- 


countries is that, according to experienced 


fishermen. who did r not feed to fear indi. » 


Kuala ne 2 
“Malaysia's 1980 census, 


The question is asked: 


existence: of the ‘Western pull. factor, 

















i ie. officials, the Indochina refugee. 
“pr ds ly e wound up 


the results of 
an appendix 
showing the country's ethnic composition 


In 


contained a new category: Vietnamese. 


The addition was understandable. One 
year before the census was taken, about 
75,000 Indochinese were living in Malay- 


_sian camps as refugees, and Prime Minis- 


ter Datuk Seri Mahathir Mohamad, then 
deputy prime minister, said that Malaysia 


might have to “arm itself with oa ni 


to. shoot the. refugees if necessary,” a 
phrase which gave rise to a certain amount 
of misunderstanding at the time. 

Such dramatic language is not heard 
now, as the number of refugees on Malay- 
sian soil has shrunk to slightly in excess of 
11,700. But the Malaysian authorities are 
still. worried, notably over the rate at 
which refugees are being resettled in third 
countries. Maj.-Gen. Datuk Abdullah 
Shamsuddin, commander of Task Force 


VII (Vietnamese Illegal Immigrants), said: 


in June: "These countries need to be re- 
minded constantly to take in the illegal im- 
migrants, as we cannot afford to be sad- 
dled with them." 

He added that Malaysia would be satis- 
fied if.third countries accepted at least 
1,000 illegal immigrants a month. But the 
departures this year have been less than 
700 per month. — down from 5,600 a 
month in 1979, 

Kuala Lumpur-based officials from the 


various countries concerned with the re- 


fugees give elaborate explanations for the 
fall in departures, but also make the obvi- 
ous pom that fewer refugees are leaving 
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France, we will take them.” 


the press that Britain viewed the 




















were 51,632 arrivals, and last y ar 
were just 14,567. The figure is like 
about the same this year. - 
One factor contributing to the a 
the departure rate is a new policy ai 
by the United States, which has 
taken 103,000 refugees. out. of atot 
183,000 who have landed in Mal 
since 1975, Under a directive called 
which came into force on May 1, the US 
automatically refusing resettlement: 
people who had no connections with 
South Vietnamese government befor 
defeat in 1975 and to those who ha 
links with the US armed forces in 
Vietnam. These and other. restr 
under P-6 mean that about 40% of; 
arriving in Malaysia now are note 
sidered for settlement inthe US. = 
A French Embassy official, Gab 
Keller, denied that his country was 
tive in processing refugees for re 
ment. He conceded that applicar 
advantage if they had relatives al 
France. But he added: “If they ask 











































The British position is tha 
dochinese refugees who reach 
must take priority. British Hig 
sion spokesman Michael Grow 











Situation in Malaysia seriously, ^ 
cannot do anything.” | ; 

The number of refugee arrivals 
increases in the second quarter oi 
year, due largely to good weather ci 
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tions, and this year is no exception 
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lore: The number of Vietnamese 


t Asian Countries has risen sig- 
atly since April, setting off a new 

f alarm signals about an old prob- 
increase can be put down to sea- 
tors — the prevailing winds dur- 
season are favourable for the 
is voyage from Vietnam. More- 
refugee officials can point to the fact 





























1 scale since the peak year of 1979 
205,488 Vietnamese successfully 
ir homeland in often unseaworthy 
(the figure last year was 43,825), 

Asean countries and Hongkong. 
s of first asylum for the refugees, 
re is no room for complacency. In 
e of' political hostility between 
nd the Indochina states, the ques- 
w being:raised is whether the re- 
wave of arrivals is a temporary 
menon or signals a long-term trend. 
re is also Bout irritation 


settled i in A dud countries — pat- 
^in the United States, Australia, 
and Canada — is also going down. 
and Hongkong, which are still giv- 
ter to more than 200,000 Indo- 
, are asking increasingly pointed 
ons about how long they ‘will be bur- 
d with this problem. 

iught in the middle is the office of the 
























es (UNHCR), which runs the In- 
ina refugee programme and facili- 
the resettlement of refugees abroad. 
e aiming eventually to wind. up the 
gramme, the UNHCR's immediate 
sion lies in maintaining a delicate ba- 
between the refugee arrivals and de- 
es without unduly ruffling the feath- 





hose of resettlement. 

The consensus among UNHCR officials 
nd those of recipient countries seems to 
that while the future intentions of po- 
tal refugees cannot be predicted, the 
blem has peaked. For example, re- 
gee officials note that while the number 
| gu ic a Qu and 
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On a end ird current indica- 







Thailand, the downward trend i in the 





ople arriving on the shores of 


overall problem has greatly re- 


Nations High Commissioner for | 


f either the countries of first asylum 


In thet case of Duos: land refugees, | 
nostly from Cambodia and Laos, crossing 


1 the number of boat people spotlights 
ig-running controversy over their plight 
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number of arrivals since the late 1970s has | 


been as dramatic as for the boat people, 


with arrivals averaging about 1,000 a 


month this year compared with a total of 
188,000 in 1979. 

. But, Asean officials point out, these fig- 
ures cannot be seen in isolation from the 


rate of resettlement in third countries. In 


1978, the number of resettled refugees 
was slightly in excess of 51,000. The pace 
quickene d in 1979 to 193,335 and soared 
to a high of 261,887 in 1980. It fell back to 


168.501 in 1981 and shrank further to 


75,891 in 1982. This year’s intake will be 
less — around. 73.000. 

The US, which is the world's largest re- 
cipient of refugees. having taken more 


than a million from Indochina since the | 


early 1970s, took 131,000 in the fiscal year 
ended September 1981, but reduced its in- 
take to 74,000 in 1982. US refugee officials 
put the estimated number of acceptances 


and Canada, who rank behind the US in 
the number of refugees they have ac- 
cepted, have also lowered their resettle- 
ment rates. 


since 198] has arisen out of domestic prob- 
lems in the resettlement countries them- 
selves. After their initial feelings of com- 
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Philippines 
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for 1983 at only 40,000. France, Australia: 


This reduction in refugee acceptances 
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them. — 


liberals who favoured ac- ~ 
cepting more refugees were put On the de: ^ 


fensive, and a bureaucratic wrangle de=- 
veloped between the State Department 
and the Immigration and Naturalisation 
Service (INS) over whether most of the 
people in the Indochinese exodus were re- 


| ally refugees. The commonly aceepted de- 
finition of a refugee is a person who fears ` 


persecution for reasons of race, religion, 
nationality, membership of a social group 
or for certain political opinions. The 
UNHCR's mandate from the UN Security 
Council also includes people who are dis-. 
placed for any reason — social, economic" 
and political — and cannot go DUE to 
their homelands. 

ANS officials began diu a [46 
number of cases in the Southeast Asian re- 
fugee camps, classifying them as economic 


migrants rather than as refugees, while the. — , 


State Department insisted on a more hbe 
eral definition. The upshot was that the. 


US started screening the refugees on a 


case-by-case basis, and by 1982 the ceiling. 


for the Indochinese intake was lowered. 


artly because the number of acceptances 
has been reduced, the acrimonious 
debate over what constitutes a refugee has 
died down. With the benefit of hindsight, 


| the narrow definition applied by the INS 


can be understood: faced with a. vast 
number of cases to copé with, INS officials 
behaved hke any other immigration offi- 
cials in similar circumstances and stuck to. 


INDOCHINA REFUGEES: ARRIVALS 
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Catholic leaders have re 





on the issue up to now, but in a rare inter- | 


view, the Archbishop of Bangkok, Cardi- 
nal Meechai Kitboonchu, dismissed sug- 
gestions that his church had any intention 
of "absorbing" the Buddhist faith. The 
archbishop told the REVIEW that he did 
not agree that “absorb” was a correct 
translation and, while freely acknowledg- 
ing efforts to present Catholicism in indi- 
genous attire, pointed out the difficulties 
in distinguishing or separating Buddhism 
from simple Thai culture. “What we are 
trying to do is give some Thai expression 
to our,local church,” he pointed out. 
"Thai belongs to Thai, it does not belong 
to the West." 


ardinal Meechai, whose consistory last 

February was telecast live from Rome, 
also took pains to clarify the emphasis on 
dialogue, which Buddhist adherents feel is 
little more than a method of insidiously 
undermining their faith. 

"According to the teaching of the 
Catholic Church, we cannot admit anyone 
who is not free to be, or who is not con- 
vinced by our doctrine," he said. "We 
understand in the world today there are 
many religions and that the church must 
try to have good relations with all people 
through communication and other ac- 
tivities. Our intention is to reach a mutual 
understanding." 

Buddhist critics are also particularly in- 
censed over Catholic interpretations of 
their beliefs and Buddha's place in 
theological history. This arises to a large 
extent from a 1979 article written by a 
Thai priest in Saengthum Sasana Parithat, 
a college publication, in which he ad- 
vanced the theory that Buddha may have 
been one of the prophets of the Old Testa- 
ment. Although it apparently did not find 
its way into the public arena, the article 
caused an uproar in Buddhist circles and 
forced the Religious Affairs Department 
to demand an end to the priest's writings. 

Phra Soponkanaporn clearly feels that 
the same view is held by most Catholics 
and is merely meant to portray Buddha as 
a servant of the Western God and Jesus 
Christ and whose enlightenment came 
about only because God gave it to him — 
and then only in part. “This,” he declares 
in his book, *is an insult to the Lord 
Buddha and his teachings." 

Cardinal Meechai said the priest in 
question tried not to draw comparisons, 
but to make readers understand the gen- 
eral view of the Salvation. “If the article 
had been viewed in its entirety," he said, 
"it would have been different." 

Where the debate goes from here is un- 
certain, but it is understood that word has 
come down from the highest circles to put 
a lid on the controversy. It is obvious, 
however, that a solution must be found, 
and the cardinal himself said he is open to 
a meeting with the supreme patriarch, 
spiritual leader of Thailand's 45.5 million 
Buddhists, to bring about a better under- 
standing. As he puts it: “For those who 
understand Buddhism and those who 
know the Catholic | eoo it is not so dif- 
ficult to understand each other. " in| 
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AT has now joined New Zealand 
in increased export of live animals to 
South Korea. But while the Kiwis are ex- 
porting antlered deer for production of 
aphrodisiacs and other *medicines," the 
Aussies are selling thoroughbred 
racehorses and horses for hired trotting 
in private clubs and equestrian parks. 

South Korea, in fact, seems to be re- 
laxing into the English weakness for 
horse racing and riding. The Korean 
Horse Affairs Association (KHAA) has 
now established equestrian parks in each 
of Korea’s six major cities — Seoul, 
Pusan, Taegu, Inchon, Kwangju and 
Changju. The Seoul Horse Riding Club 
has also opened another park in the 
Seoul stadium. (The sport might encour- 
age more non-military defections from 
the North, where the only known sport is 
digging secret tunnels under the de- 
militarised zone.) 

The KHAA park in Seoul, which is 
the oldest and largest riding course in the 





Koguryo dynasty horseman: a new lease of life. 


country, covers 6,600 sq. ms. Club mem- 
bership costs Won 330,000 (US$430) 
and members can ride for Won 88,000 a 
month. Instructively, fees are reduced to 
Won 110,000 and riding charges to Won 
33,000 for students, police, the army and 
junior government employees. In the 
equestrian parks, it costs Won 5,500 for 
a 45-minute trot, canter or gallop. The 
KHAA is training about 800 imported 
horses from Japan, the United States 
and Australia, but only 70 are now being 
used for leisure-riding and Australia ts 
the main source of racehorses. 

Last year South Korea bought 112 
horses from Australia, and already this 
year another 168, including 56 which 
were air-freighted from Sydney on May 
26. With air transport charges, each 
horse cost about A$3,000 (US$2,600). 
One of the Australian exporters, John 
Atwood of Sydney, said that South 
Korea was clearly planning horse-racing 
as a new attraction for tourists and cer- 
tainly preparing for the 1986 Asian 
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Games and 1988 Olympic Games in 
Seoul. "The horses were bought from 
breeders throughout Australia and this 
could become a new and major export 
venture for us," Atwood predicted. 

The Koreans themselves are talking 
more about the sport of riding than rac- 
ing. The KHAA now holds free lecture 
sessions for anyone interested in leisure- 
riding. One of the park chiefs pointed 
out that horses past their racing best are 
being used for riding. “Ittakes about one 
week to learn how to mount a horse and 
control it while it is walking, and then 
one month before galloping is safe," he 
said. iJ 

With typical Korean shrewdness, rid- 
ers are urged to buy special boots, 
jodhpurs and helmets, all of course 
being manufactured domestically. ) 

A 52-year-old KHAA executive, who 
has been horse riding since he was a boy, 
also explained deadpan ata press confer- 
ence that “the sport is good for stomach- 
aches and other diseases and will 
help the flow of blood." (He made 
it clear, however, that he meant 
an internal flow of blood and 
strongly advised young riders to 
"check the condition of the saddle 
and bridle before mounting and to 
approach the horse from the front 
left side.) 

Concurrently, South Korea is 
also expanding interest in golf. But 
there would seem to be a need liter- 
ally to expand the size of the golf 
courses. KHAA now has the 
largest golf course in South Korea 
(next to the equestrian park and 
racecourse), but it still has only 


the golfers will now be able to watch 
horse-racing as they play. 

The current jest among US residents, 
who now ride daily in the park in the - 
early morning, is that the CIA should 
help finance the cheap export of reck- 
less, untrained Aussie horses to North 
Korea. Such a conspiracy might help to 
get rid of President Kim Il Sung's son . 
Kim Jong Il (who will be 43 next Feb- 
ruary). He would surely be a reckless 
horse-galloper, trying to impress his en- 
trapped subjects with his spectacular 
prowess in the saddle. Let it be remem- 
bered that, when he was a graduate at 
the Mangyondae Revolutionary School 
in the late 1950s, he drove daddy's non- 
communist Mercedes-Benz, after having 
wrecked no fewer that 10 other vehicles 
while learning to drive. In late 1977, he 
was injured when he collided with a mili- 
tary truck. 

Perhaps, happily, he might break his 
neck galloping on an untrained Aussie 
stallion. 


nine holes on its 132,000 sq. ms. | 
Until 1971 it had only the custom- |} 
ary Korean three holes. However, | 
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be By John McBeth 
Dx. Bangkok: The Roman Catholic Church 
- of Thailand has come under attack from 
— the militant Buddhist Protection Group 
(BPG) over its attempts to indigenise 
| Catholicism. The conflict emerged last 
— October when more than 1,000 saffron- 
— frobed monks from across the country 
~ gathered in the compound of Bangkok's 
— — Wat Mahathat to hear allegations that the 
| Catholics were distorting the teachings of 
the Lord Buddha. 
«Much of the controversy at that point 
centred around Seengthum College, a 
Catholic institution in the central plains 
"province of Nakhon Pathom. Leading 
| Buddhist monks claimed the college was 
— —  gacting under instructions from the Vatican 
— tO "absorb" Buddhism in Thailand by 
FAN pacing the Lord Buddha on the same 
evel as a disciple of Jesus Christ. 
The issue is extremely sensitive in the 
— kingdom, which has a record of religious 
— . freedom. The government's Religious Af- 
— fairs Department Director-General 
-— Chamloeng Vudhichan declined to talk to 
— the REVIEW about the dispute. So too 
— have prominent Buddhist figures, among 
—  — them Phra Mahanakhon Khemapari, sec- 
——  retary-general of the Maha Chula- 
— — longkorn Rajvidhalaya, Thailand's lead- 
— ing Buddhist college, and the dean of the 
= Buddhist studies faculty, Phra Khru 
—— — Srithammapatipan — both of whom were 
—  - chief speakers at the October meeting. 
* .  Onemember of the BPG said he did not 
i. want to talk to foreign journalists because 
— he believed they would be insensitive to 
the issue. He felt, however, that the Thai 
press should be encouraged to air the de- 
bate and added: “It is the duty of Thai 
Buddhists to protect their religion for the 
generations to come.” 
-— The Buddhist case against the Catholic 
— Church is laid down in a 160-page Thai- 
language book written by Phra Sopon- 
— — Kanaporn, secretary to the influential 
— Chief abbot, of Bangkok's Wat Bavorn- 
- —mivetworaviharn. Published in Feb- 
ruary with funds provided by the Thai 
— — Military Bank, the paperback is essen- 
" tially a critique of excerpts from various 
Catholic magazines and theological 
papers. 
The Thais are normally tolerant of 
— — other religions. Indeed, this is understood 
to be the first controversy of a religious na- 
ture since an incident in the early 1970s 
n when two young Americans from the 
E Church of Jesus Christ of Latter-Day 
b Saints took photographs of each other sit- 
ting on the head of a Buddha image in the 
ancient Sukhothai ruins. That inexplica- 
ble gaffe had an embarrassing long-term 
. impact on Mormon missionary work in 
— Thailand and reflected the ever-present 
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. The church dandestihe 


— A militant Buddhist group attacks the Roman Catholics, 
- A claiming they have a secret plan to convert the nation by 2000 


sensitivity among Thais over how foreign- 
ers observe Thai customs. 

Religious freedom is guaranteed under 
Section 25 of Thailand's Constitution, 
which states: "Every person shall enjoy 
full liberty to profess a religion, a religious 
sect or creed, and to exercise a form of 
worship in accordance with his belief, pro- 
vided that it is not contrary to his civic 
duties or to public order or morals." It also 
says that in exercising this liberty, every 
person is protected from any act of the 
state which is derogatory or detrimental to 
his rights or due benefits. Uniquely, the 
king is described as “a Buddhist and up- 
holder of religions" — a role the Thai 
monarch has effectively played since a 
royal edict of religious toleration was is- 
sued in 1869, 


Loo make up more than 75% of 
the 263,200 Christians in Thailand, not 
surprising considering that the faith was 
introduced to Thailand by the Portuguese 
in 1493 — more than 330 years before the 
first Protestant missionaries arrived. 
Most of the Portuguese settled around 
the then royal capital of Ayutthaya, and 
after 100 volunteered to serve in the Thai 
army in a victorious campaign against the 
Burmese, the reigning monarch rewarded 
them with land on the west bank of the 
Chao Phraya river to establish a communi- 
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The French and the Jesuits came in the 
I7th century during the reign of King 
Narai the Great, who approved of their 
charity work. and was fascinated by the 
European inventions they bróught with 
them, including the telescope. The 
French, however, unwittingly destroyed 
much of what they had achieved by con- 
verting Greek-born Principal Minister 
Constantin Phaulkon — an act that 
aroused strong anti-French and anti- 
Christian sentiments among Thai nobles. 
When King Narai died in 1618, an insur- 
rection swept away the dynasty and the 
new monarch, Phra Phetracha, removed 
all vestiges of French influence, though 
missionaries were allowed to remain. 

Independent church sources put the 
genesis of the current controversy down to 
a growing social awareness among devout 
Thai Buddhists, who see the Catholic 
Church as a threat not because of the rela- 
tively few Thais it has converted, but be- 
cause it has come close to adopting a Thai 
form. 

Most evangelical churches are not seen 
in the same light as the Catholics because 
they have remained foreign in character 
except for their translations into Thai of 
hymns, prayers and other religious 
dogma. Catholicism, on the other hand, 
has adopted Thai customs, music, poetry 
and art to convey the church's message. 

There is also suspicion surrounding the 
prestige that such Catholic-run schools as 
Mater Dei, Assumption College and St 
Joseph's College have accumulated 
among the wealthy and influential and 
how this is used to further the church's 
cause. It is widely acknowledged among 
Thai parents and prospective employers 
that Catholic schools generally have à 
superior standard of education, particu- 
larly in English-language tuition. 

Buddhist devotees trace the' origin of 
their suspicions back to a declaration by 
the Vatican's secretariat for non-Christ- 
ians in May 1966 which called for a 
dialogue with other faiths. Thai transla- 
tions of passages from what was then a 
strictly confidential document tell of the 
church's intention to absorb the virtues of 
Buddhist teachings into Christian culture. 

In his book, provocatively entitled The 
Plan to Destroy Buddhism, Phra Sopon- 
kanaporn remarks darkly: "The Christ- 
ians have followed this plan by invading 
slowly and quietly. Their successful 
achievements tan be seen in education 
and social welfare and the point has now 
been reached whére such words as Bud- 
dhism, piety and morals do not appear in 
the national education system.” 

He claims the Catholic Church is se- 
cretly committed to Converting the major- 
ity of Thais by the year 2000 and, in alleg- 
ing that the Catholic Church has somehow 
influenced education _ administration, 
makes the startling statement that if only 
5% of Thailand's 47.8 million population 
was Catholic, the country would be in the 
same position as South Vietnam in the 
early 1960s, when it was headed by Catho- 
lic president Ngo Dinh Diem. 
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ANZ Bank is a leader in South East Asia 
for foreign exchange dealings especially 
Australian and New Zealand dollars. 

As one of the region's largest and most 
experienced banks we are fully qualified to 
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Telex HX86019. For foreign exchange 

Phone 5-265691/4. Telex HX63546. 

Cables ANZBANK. 

In Singapore, enquire at 8th Floor, 
Ocean Building, Collyer Quay. Phone 91 8355. 
Telex 25556. For foreign exchange Phone 
225 1179. Telex 33930. Cables ANZBANK. 
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s first prime minister, Jawaharlal 

1, believed that unless the country 

ied to utilise science and technology, 
! ild be unable to diues the goods its 


sten pos county 8 “transition doom 
lievalism to the modern age. In parti- 
r, Nehru and his chief scientific ad- 
“Dr Bhabha, wanted the country. 
| had been bypassed by the first In- 
al Revolution, not to miss the sec- 
which is based on nuclear, electronic 
elated technologies. . | > 
der the compulsions of World Wa 
e-highest priority was given in the 
d States to the development of a nu- 
omb. Post-Hiroshima, the Soviet 
ain, France and China fol- 
ping their own nuclear 
1s y turned their at- 
n towards harnessing the new 
ology for power production and 
T constructive, rather than destruc- 
uses. 
contrast, India's enden at from the 
ing was to study and apply the 
nology for economic development. H 
led to do so because its per capita in- 
e was among the lowest in the world, 
resources were limited and its coal 








oit. Another factor was that the coun- 
; uranium reserves, though limited, 
support a modest nuclear power 
ramme, which is what India is now at- 
ting to implement. India's plan has 
en to use reactors fuelled by natural 
ium — thus obviating the need for ex- 
ve uranium enrichment facilities — 
hen to switch over to fast breeder 
tors, using plutonium recovered from 
spent fuel of the earlier reactors. 
e is a sound economic argument tfor 
oping nuclear energy, namely that it 
sth cheapest form of energy, except pos- 
in the case of countries. with abun- 
upplies of oil or coal. Until oil prices 
| in 1973-74, generating costs of nu- 
'ar- and. coal-fuelled power stations 
e the same, while those of oil-fired 


power has proved to be 40-50% 
aper than oil-fired units and 30% 
yer than those fuelled by coal. 


/hilé the recent fall in oil prices may 
altered these figures, it has certainly 
n. India’s experience that nuclear 
er has been cheaper than power de- 
d. either from coal or oil. This is de- 
pite technical difficulties, a variety of 






its themselves. Pakistan: 


es; while comparatively substantial, - 
‘of poor quality and thus costly to 


its were: about 10% lower. Since then. 


aps and escalating costs of the power. 





^d tional pressu 





that nuclear power is cheap. In 1981 Pakis- 
tan 's atomic-energy chief, Munir Ahmed 
Khan, was quoted as saving that the cost 
of nuclear energy was expected to be 


e | about 40°% less than that from oil- and 


coal-fired units. 
Although in the context of energy shor- 
tages, power production is the most obvi- 


ous application. of nuclear technology. | 


there are other significant uses as well. 
Nuclear technology has already made sig- 


 nificant contributions in diagnostic and 


other medical applications, in preserving 
seeds, in detecting wear in inaccessible 
machine parts, and in upgrading agricul- 
tural products such as jute fibres. 
Opponents of nuclear technology deve- 


lopment fall into distinct groups. There 
are those whose concern for human wel- 
fare leads them to oppose the spread of 
any nuclear installations, primarily be- 
cause they were initially developed for 


producing nuclear weapons. And in the 
prevailing atmosphere of mutual suspi- 
cion among the great powers, the possibil- 


Col Rama Rao had a distinguished. 


career in the Indian Army and India's 
Defence Research and Development 


Organisation. He continued his interest. 


in issues of national defence and eco- 
nomic development after his retirement 
from the army and is currently asso- 
ciated with the Birla Institute of Scienti- 
fic Research. 


ity ofa nucleate wat being started. by acci- 






dent, miscalculation, loss of nerve or even 
by freak signal: -on. monitoring. instru- 


ments is seen to be high. Hence the call of. 


those demanding a halt to nuclear arms 


production and their eventual elimination | 


déserves to be heeded, 


here are aise Cnoroütientalite ho fd 
| that all nuclear installations, whether 


they are dedicated to warlike or peaceful. 


uses, pose a danger in that the possibility 
exists of highly radioactive materials es- 


caping into a vulnerable world. But it 


should be noted th 
publicised incident 







it, despite the. much- 
at the nuclear power 


plant at Three Mile Island in the US, 


where radioactive gases did leak, the 
safety recórd of nuclear plants has been 
very. good. comparing favourably with 
those of many industrial units. 

India's nuclear programme, which has 
included the detonation of an experimen- 
tal device in 1974, has proceeded under a 
series of handicap , partly stemming from 
New Delhi's 
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refusal to bow to interna- : 









.have 
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flow of essential spares and fuel imported . 
from the West has at times dried up. and 


nuclear plants have had to be run at less 


than optimum levels. . 

Moreover, during the period following 
the 1974 test, the Indian nuclear pro- 
gramme was plagued by unexplained acci- 
dents and mishaps. Not long after the test, 
water towers intended for a heavy-water 
production facility in India were jet- 
tisoned from a ship in the Bay of Biscay 
when the vessel reportedly encountered 
bad weather. In 1976 and 1977, fires and 
explosions occurred in two Indian heavy- 


water plants, resulting in heavy losses and 


delays in completing nuclear projects. j 
Consequently, it is clear that India will — 
be able to solve its nuclear power prob- 





Jems only if it is able to produce itself all. 
the essential components and materials. 






required. External sources have proved to » 
be not only unreliable, but also too expen- - 
sive, Y 
It is time for India to evolve and: imple- $ 
ment a comprehensive nuclear technology 
programme, not only to help rapid indus- 
trial development, but also to safeguard 
the country's security. As far as the latter 
aspect is concerned, it is clear that a coun- 
try's nuclear installations can be attacked 
by an enemy even if the plants concerned ` 
are used exclusivelv for peaceful pur- - 
poses. 

‘Iraq learned that lesson when Israel at- 
tacked its nuclear facility near Baghdad. 


India could suffer likewise. Its policy of 


non- alignment and non-involvement in | 
other countries’ affairs will betonoavailif . 
a nuclear-armed power decides to attack — 
or threaten India. So far only non-nuclear 
countries or nations with relatively weak. 
nuclear arsenals have been the victim of | 
threats by strong nuclear powers. — 

According to Daniel Ellsberg., the . 
American analyst who leaked the Penta- . 
gon Papers to the press, relatively small | 
countries with no nuclear weapons are | 
those most likely to be the targets of US © 
nuclear threats. What is more, Ellsberg . 
says, the smaller, or less powerful coun- . 


tries, towards which the US is ill-disposed, 


are either aligned with the Soviet Union or 
recei some Soviet support. . 
India's concern is that its policy of non- : 
alignment might be construed as pro- 
Sovietism by certain powers. 
Additionally, with the emergence of re- 
gional nuclear powers, India may also be 
subject to threats from other quarters. | 
However, if India acquires even a modest 
nuclear arsenal, regional powers may be . 
less inclined to offer a threat and, hope- 
fully, India would be left in peace and be 
able to devote its attention and resources 






to cones its many. economic. and 
















Vedi 3 REVIEW had quite an impact. Al 
though the Hongkong Government, 
asked for a reaction by the local media, 
said tersely that it did not comment on 
speculative stories, while the Foreign 
and Commonwealth Office in London 
described it as "inaccurate," the Hong- 
kong stock exchange index rose by 25 
points on June 30, the day of publica- 
tion, and by a further 19 points on July 1. 

This was the day on which the main 
prediction contained in the article (that 
London and Peking would "before long" 
issue a joint statement indicating that the 
talks were achieving concrete progress) 
was proved accurate. A joint com- 
munique referred to "useful exchanges" 
which had taken place since British 
Prime Minister Margaret Thatcher's 
visit to Peking last September and said 
that the second phase of the talks would | 
begin in Peking on July 12 — and Hong- 
kong Governor Sir Edward Youde 
would be present. This came just before 
members of Hongkong’s Executive 
Council left for London to be briefed on. 
the situation and put their points of view 
to Thatcher and the Foreign Office offi- 
cials responsible for formulating Bri- 
tain's stance in the negotiations. 

As for the alleged "inaccuracies" in 
the report, we admit to only one — a 
mistaken reference to the personal letter 
Thatcher wrote to Peking à couple of 
months ago which helped free the log- 
jam; it was not addressed to elder states- 
man Deng Xiaoping as we reported but, 
more correctly, to Thatcher's opposite 
number, Chinese Premier Zhao Ziyang. 
We stand by the claim that the letter in- 
directly acknowledged China's ultimate 
sovereignty over Hongkong. This was a. 
pragmatic realisation that, as Hongkong 
Island and the Kowloon peninsula can- 





| 





not exist independently of the New Ter- | 


ritories (which, according to the Second | 
Peking Convention of 1898, are due to 
return to-China in 1997 anyway), the 
British would have no practical basis for 
any role at all in Hongkong after 1997, 

e THE world media and the Chinese- 
language press in Hongkong. gave «full 
and generous coverage to our report and. 
Reuters newsagency directly attributed 
the stockmarket rise entirely to the 
REVIEW's article. Thedocal English-lan- 
guage press, however; was extraordinar- 
ily mealy-mouthed: and small-minded 
about the REVIEW’s s oop. One business 
writer claimed that a more important 
factor in the stockmarket gains was 
played by the date, June 30 — “a balanc- 
-ing day for many ofthe funds run by local 
institutions." The article wrongly pre- 







dicted that the market would be back to | 


its dreary worst on July. Ic 

That day's rise a rengthening ar 
the Hongkong - ar * 
newspaper be 











| pm attribut 


- ful had it been made earlier. 


-about the’ London-Peking talks is that 


"Chinese enjoy the benefits of along trad- 


being treated to the usual hypocrisy sur- 
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much of the recent criticism was bred of 


€ PEKING'S own English-language 
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interest rates. 
The same edition gave great promi- 
nence to official claims that the British 
position on sovereignty had not been ac- 
curately presented (a vague disclaimer 
which could mean anything), but made 
not one mention of the vindication of the 
REVIEW's prediction of a joint London- 
Peking statement. 
By the following Tuesday (July 5), as 
the stock exchange index soared through 
the 1,000 mark, the alternative excuses 
had run out and it was admitted: “the 
turning point, as far as the market was 
concerned, came with a report last Wed- 
nesday in the Far Eastern Economic 
Review that 
[London “and Peking] were coming 
closer together." Well, 
admission would have been more grace- 


€ ONE further fact that I can reveal 


the British taking part are extremely im- 
pressed with the high degree of profes- 


sionalism brought to the negotiating ses- 
sions by the Chinese officials. It. will 


come as no news to most that the 
ition of expert bargaining, but they are 
highly professional representatives. of 
their country’s.interests as well. 
e THE future is not the only subject of 
conversation in Hongkong — a con- 
troversy has broken out over a sensible 
government proposal to ease the harsh 
laws -against homosexual relations be- 
tween consenting adults. The public is 


rounding this matter, particularly by 


Chinese who claim, despite all the evi- 
dence, that it is not a Chinese problem. 


The South China Morning Post reported 
an-offer to meet a local official by a 
group of “concerned gays” who felt that 


ignorance. It added, in a phrase that 
might have been more carefully worded: 
"A meeting between the two camps is 
expected to be arranged within the next 
two days." 


newspaper, the China Daily, has some 
trouble with headlines. A recent report 
on the Wimbledon tennis tournament 
was headed: 





e ONE o of the local dailies, the Hong- 


kong Standard also has trouble with its | 


headlines.— getting things wrong on its 


main front-page stories in three recent 
On Thursday, 
: June 30, it attempted a headline written 


consecutive editions. 


3 ansliterated Ma ndarin purporting to 


| » hopes of: a cut in local | 


indicates the two sides 


thank you; the 


Some men's s seeds ] 
| can have hard time || 





“misspelling (tui for dui): 


both Chinese and English: 


[p dose not permit us tó use any words. 


understand the language. But it gc 
of the tones wrong and contained ¢ 




















Friday the headline reported 
arrival of the new boss of the offi 
Xinhua newsagency like this: 












































On Saturday it reported that 
Chinese association was challenging th 
validity of the Second Peking Convei 
tion — getting the date wrong (and it we 
not a misprint since 1889 was repeate 
several times in the story itself): | 
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5o, according to the Standard, the 
lease on the New Territories i is due to 
end in only five vears' time. ; 
e SYED Mahmud Ali, associate editor - 
of the Bangladesh fortnightly news- 
magazine Today, writes to say that his. 
wife.enjoyed a recent visit to Bangkok — 
where she bought à souvenir, accom- . 
panied by a little notice to the "benefac- © 
tor" which was equallv inscrutable in 
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. According the government's order | 
isto control the advertisement. He 
















So that, we must to eliminate some 
| words and remain the word which 
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Tamthe 

worlds first 
real traveller, | 

et I never 
eamed such 

wonders 

| could exist? 

- Marco Polo 






ARCO POLO was the world's first 
real traveller. He discovered the 
best of East and West. 

And his secret is now ours. 

So, for the real traveller, there is 
only one airline. One that takes the best 
the world has to offer, the best of East 
and West, and fashions it uniquely. 

Cathay Pacific. Hong Kong's airline. 
The airline that has chi sen Marco Polo 
as its inspiration. 

He knew that Asian hospitality has 
no rival. 

So your travelling companions 
aboard Cathay Pacific are chosen from 
the grace and beauty of nine Asian lands. | 

He would appreciate journeying in 
such experienced hands aboard 747s and 
Super TriStars, powered by the depend 
ability of Rolls-Royce engines. 

Cathay Pacific is the airline devoted 
to the real traveller. To you, the modern 
| Marco Polo 


THE REAL TRAVELLERS WAY. | 
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Small. 


or department become more productive. Professional people 
can use them to make the most of their own special skills. 

IBM small computers are easy to use and their price tags 
make them easy to buy. Best of all, even our smallest computers 
give you our biggest benefits: IBM experience and reliability. 

So, when you begin sizing up small computers, think 
of IBM. Obviously, we've thought a lot about you. 


CI 





[mmm 


An important word from IBM. 


You may think IBM makes only big computers. The range 
of products pictured here should change your mind. 

But more important,it's likely that one of them is a perfect 
fit for you and the work you have to do. 

IBM's small computers bring problem-solving power to the 
people who need it most. Small businesses s 
can use them to prosper today and plan $$ - 
for tomorrow. Large companies can A 


x 3 


use them to help a key person ps. 
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There isn't a refinery mod- 
ernization project that Foster 
Wheeler hasn't puzzled out. 

Our fifty years of bottom-of- 
the-barrel experience can help you 
deal with today's heavier crudes. 
Whether that means the installa- 
tion of new units or the moderni- 
zation or revamp of existing ones, 
we'll do all necessary work with 
a minimum of interference with 
the refinery's continuing oper- 
ation. And in the process, we'll 
upgrade the energy efficiency of 
your plant, too. 

Noone is better prepared 
than Foster Wheeler to help you 


increase your octane pool while 
economically refining the heavier 
high sulfur crudes. 

Since 1962, we've built over 
thirty high pressure (2,000 psi 
and above) HDS units and hydro- 
crackers. We have more in place 
than anybody. In the field of 
catalytic crackers and reforming 


units, we've worked with all major 


licensors. And no one has more 
hands-on experience with coking, 
deasphalting or hydrogen plants. 

Alkylation and isomeriza- 
tion? Having worked on all the 
major processes, we know how to 
get these units on stream fast. 


If it sounds like we know just 
about all there is to know about 
refineries, remember that Foster 
Wheeler grew up with the petro- 
leum business. 

So if you're thinking modern, 
think about us. We'll help you put 
it all together. 


Foster Wheeler Asia Limited 
Hong Kong —"Ocean Centre 
Tel: 3-721-1711 Tix: 37512 
Singapore — Shaw Centre 

Tel: 733-5216 Tlx; RS39292 
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Refinery modernization. 
We'll help you 
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fit every piece into place. 














Burma on its path as an independent 
country from 1948. 

While this suspicion of foreigners ap- 
pears to have permeated the leadership, 
the average Burmese can be rated among 
the friendliest of Asians. However, there 
is a general fear of Burma's powerful 
neighbours, India and China, and also of 
Bangladesh. These are heavily populated 
countries and the worry is that Burma, 
with its relatively small population of 35 
million in a country with a vast potential in 
terms of agricultural and mineral re- 
sources, is in constant danger of taking 
population overspills from its even more 
hard-pressed neighbours. 

With another neighbour, Thailand, 
there is a different consideration, because 
that country is the source of smuggled 
goods which find their way mainly by mule 
train to the thriving Burmese black mar- 
ket. It is estimated that the black market, 
the only real market for modern consumer 


* 
$5 


goods, accounts for about a third of 
Burma 's gross national product. 

Burma has succeeded in keeping equi- 
distant from the two superpowers, the US 
and the Soviet Union. Ne Win did have an 
early flirtation with the Soviets and the 
Eastern bloc countries in the 1960s — the 
Soviets, as a gift, built one of Rangoon's 
two main hotels on the edge of Inya lake 
— but this flirtation ended in 1972. Now, 
though the Soviet Embassy in Rangoon 
has more diplomats by far than any other, 
relations between Rangoon and Moscow 
are said to be cool and correct. 


elations with China are on a different 
level from those with the Soviet Union 
because, as a neighbour, China is still back- 
ing the Burma Communist Party (BCP) 
insurgency. Ne Win has made several trips 
to Peking in recent years, and while he is 
always cordially received, Chinese sup- 
port for the BCP continues, albeit at a re- 
duced level. 
Burma's relations with India on na- 
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petty 
| number of Burmese Indians were pres- 
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very plainly do not mix well with the large 
number of Indians who remain in the 
country as associate or naturalised, but 
not full, citizens. Resentment against the 
Indians has a historical base, because 
thousands of them were drafted into the 
country by the British in the 19th century 
when Britain annexed Burma to its Indian 
colony. Many Indians held positions as 
colonial bureaucrats. A large 


sured into returning to India in the late 
1960s. 

There is a similar resentment, if less in- 
tense, against Chinese residents in 
Burma. A sizable number of ethnic 
Chinese are involved in commerce in Ran- 
goon, as they are in urban centres 
throughout Southeast Asia, and there has 
been a considerable illegal influx of 
Chinese into northern Burma over the 
years. Resentment by the Burmese 
against the Chinese is based mainly on 
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maintains a vehicle-assembly factory. 

The Burmese avoid entering joint ven- 
tures with foreign companies because of 
the fear of possible foreign economic 
domination. But an official embryonic 
programme under the title of "mutually 
beneficial economic cooperation" — in ef- 
fect joint ventures — has started to gain 
momentum. The first project under this 
programme was à Japanese-Burmese 
offshore-oil exploration agreement last 
year involving a consortium of 11 Japan- 
ese companies, headed by Japan's na- 
tional oil company, and the Burmese state 
oil company, Myanma. Interestingly, the 
Bank of Tokyo is the only foreign bank 
with a branch in Rangoon. 


he West Germans have the second- 
largest and longest-standing economic- 
aid programme in Burma. In the 1982-83 
period, Bonn's financial aid to Rangoon 
was Dm 136.5 million (US$54.32 mil- 
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Rangoon street scene; offshore oil workings: the Japanese gain a foothold. 





jealousy, as it is elsewhere in the region, | lion), plus Dm 36.5 million in technical as- 


because of the Chinese ability to succeed 
in business and make money. It is thought 
that one reason the regime has stubbornly 
refused to open up the Burmese economy, 
with a free flow of foreign goods allowed 
into the country, is that this would give 
Chinese and Indian businessmen an op- 
portunity to gain a stranglehold on the 
domestic market. 

Despite its isolationist policies, Ran- 
goon is apparently happy to receive 
foreign economic aid. One noticeable 
consideration here is to avoid too close a 
rclationship with the superpowers and the 
former colonial powers in Asia. The nota- 
ble exception is Japan, which is still paying 
war reparations to Burma. The Japanese 
have by far the largest economic-aid prog- 
ramme in Burma, totalling Y50 billion 


| (US$209.91 million) in 1982 — roughly a 


third in grants and the rest in soft loans. 


| The Japanese are involved in a wide range 
| of development 


projects. Electronic 


| goods are made under licence at a Mat- 
tional level are normal. But the Burmese | sushita plant near Rangoon and Mazda 





sistance. One significant recent develop- 
ment, which perhaps represents an easing 
in Burma's rigid neutrality policy, was the 
starting up in 1980 of a US economic-aid 
programme in Burma — following a 15- 
year gap in American aid to Rangoon. 
This vear, the programme involves a total 
of US$13.8 million in aid for food and 
health projects, and it is scheduled to in- 


| crease substantially over the next few 





years. 

Rangoon-based diplomats are always 
anxious to detect signs of a softening in 
Burma's rigid policy of avoiding any cosy- 
ing-up to a particular bloc or country. The 
Americans, for example, are quietly de- 
lighted to be once again involved in an 


| economic-aid programme to the country, 


and the West Germans hope to persuade 
the government of the mutual benefits to 
be derived from joint ventures, whatever 
the official terminology for such projects. 
But as long as Ne Win is at the helm, 
realists do not expect Burma to make any 
abrupt change of course. [3 
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like Japan's, so rewarding for those who 
join the group and play by the rules, nor- 
mally deals with rebels bv assigning them 
to a sub-group — a criminal gang, the in- 
tellectual community, even the army — 
which itself has a recognised status and 
rules, and where thev can find fulfilment 
and group solidarity. But Japan has no 
way of accommodating the rebel without a 
cause 

Even the outlet of political violence has 
faded away, as keen students, from the 
schools and classes still free of violence, are 
keener than ever to obtain the good com- 
pany job and the secure future. And most 
alarming of all is the new (to Japanese) 
and mysterious disease’ of autism — 
youngsters who do net even want to join 
the society, learn the language or become 


shida: naming names. 





names, and of these nine were identified 
by their real names: Levchenko was reluc- 
tant to name more individuals because he 
feared that their personal lives would suf- 
fer and that some might even commit 
suicide. Among the alleged agents were 
Hirohide Ishida a former labour minister 
and Liberal Democratic Party MP; Shig- 
eru Ito and Seichi Katsumata, both Japan 
Socialist Party (JSP) MPs. and Takuji 
Yamane, the deputy. managing editor of 
the Sankei Shimbun 

All the alleged agents demed the 
charges, but so far only one person has 
filed a libel suit. Ironically, a few hours be- 
fore the Japanese Government announce- 
ment on industrial espionage by Vino- 
gradov, JSP MP Takumi Ueda sued editor 
Shioya and the Reader's Digest tor ¥ 100 
million (US$420,000). Ueda was not 
named in the Japanese edition of the 
Reader's Digest, and he was referred to 
only as an “unwitting agent” by Lev- 
chenko. A JSP spokesman told the 
REVIEW that none of the JSP MPs who 
were called bona fide and knowing col- 
laborators of the KGB intend to sue. 

Shioya defends Levehenko’s credibility 
and the Reader’s Digest naming of agents, 


and | í 


A supremely group-oriented society- 
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dod amateur educationalists like him have 
dredged up the old ideas about perfection 
through pain and the absolute power of 
the Japanese system over the recalcitrant 
individual, up to and including death. This 
is not, of course, what Nakasone had in 
mind when he called for “character train- 
ing” — his criticism was rather that Japan- 
ese education is too much directed to- 
wards passing examinations and getting 
good jobs, and too little towards develop- 
ing rounded and self-reliant citizens. 

But it is all too easy for distraught Ja- 
panese parents to mistake his meaning, 
and allow their children to be ill-used, or 
even killed, in the hope of rescuing them 
from the delinquency and mental distur- 
bance that has accompanied Japan's 
breakneck modernisation. 
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saying that among the 10 agents Lev- 
chenko personally handled, there were 
four people who were Knowing KGB col- 
laborators. Shioya said: “We are perfectly 
prepared for lawsuits.” He said no further 
major revelations from Levchenko are ex- 
pected. 

Levchenko's credibility sagged in the 
period between his first public appearance 
in December 1982 and the Vinogradov in- 
cident in June because of his loose and am- 
biguous use of the word agent (REVIEW, 
Mar. 24). Although Levchenko alleges 
that some of the people named were loyal 
to the KGB, he initially used the term 
agent to include unwitting and casual con- 
tacts in line with the Soviet’s sophisticated 
classification of contacts. 

The Soviet classification system | in- 
knowing orun- 
knowing agents of influence and real 
spies. All of these are called agents. There 
are also "developing contacts," who are 
regarded as potential recruits after 
methodical and sophisticated “condition- 
ing." 

In a press conference in December 
1982, Levchenko declared there are "200 
Japanese agents" of the KGB in Japan. 
Only later did he éxplain the classifica- 
tions of agent and clarify that not all of 
them were knowing collaborators. The big 
initial impact of the often-quoted number 
200, and then the letdown and confusion 
that followed when Levchenko corrected 
himself, diminished the long-term effect 
of his revelations. The National Police 
Agency as well as the Foreign Ministry 
continue to maintain that Levchenko's in- 
formation is, on the whole, reliable, de- 
spite some fuzziness on certain hearsay 
evidence. 

Given the greateralertness of the police 
and the Foreign Ministry to Soviet espion- 
age, it would not be surprising to see more 
de facto expulsions in the coming vears. 
The explusions will, however, be tem- 
pered by the Foreign Ministry's desire not 
to aggravate Japan-Soviet relations too se- 
verely. 





, from an all-too-recent past, Totsuka | 
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Rangoon continues to Shuni 


foreign assistance, peering 
to be beholden to no one 


By Rodney Tasker 


Rangoon: Alone among Southeast / 
countries, Burma receives no military 
from any quarter. While all the Ase 
countries receive such assistance in var 
ing degrees from the United States, and 
the Soviet Union pours armsiinto Vietnam à 
and its two Indochinese satellites, Bur 3 d 
continues to go it alone. And it shows in 
the country’s dismal array of military 
hardware. er 
Burma, even under the military regi d T 
of Ne Win, realises it cannot afford te 
build up a credible external defence: 1 wo 
of its neighbours, China and India, could 
theoretically invade Burma whene ver 
they want. So though defence takes 28% 
of the national budget, Burma is content 
to settle for an army which can contain t he 
domestic insurgencies, a navy of m nly 
patrol boats to police its rich . 
grounds and a hope that tomates 2 N 
ternal threat will never come. — - ur a 
The situation is a reflection of B 
determination to be beholden to no on 
is one of the world's truly neutral natic 
It is not even a member of the non-aligr 
group of nations. In a dramatic decision, i 
left the organisation in 1979. At that tim 
the Burmese delegation at the on- 
aligned summit in Havana announced th 
in view of Cuba's concerted bid to sw ing 
the organisation into the Soviet orbit, the 
group could no longer be termed non- 
aligned, and Burma wanted no more pari 
of it. Rangoon has made no attempt to re- 
join the group. nS 
In some ways, Burma is the Albániqe 
Asia. Since 1962, when Ne Win este 
lished his military regime, Burma has 
cocooned itself from the world. The pe z P 
works both ways: while Burmese find il 
difficult to obtain visas to leave the 
country, foreign tourists are not encour 
aged to visit; and sample the abundant ` 
charms which the country offers. One € 
the problems is a lack of tourist hotels in 
Rangoon, Mandalay and other centres 
and those that do exist are enei y 
crumbling relics, not equipped to cater for 
the needs of foreign guests. <4) 
Ne Win himself is said to be somewk at 
xenophobic. His suspicion of foreigners is — 
said to date from pre-World War II days - 
when he was given a hard time by a Ger- 
man lecturer while he was studying biol- ` 
ogy at Rangoon University. During ees 
war, he felt let down by the Japanese in: 
vaders when he was an officer in - 
Burma Independence Army. And aft 
the war, he thought the British provided - 
only half-hearted assistance in launching 
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apanese captors brutalis- 
in. this, 





c re Eee sunab farm. i nid 


Lud dista ance m 
rand civilian, a mutual 
continues to this day to make 


[he containment of Soviet covert 
ns aimed at obtaining high 
gy from Japan is now the highest 
-of Soviet affairs. specialists in 
‘Foreign Ministry: A special task 
. been created to deal with this 
m, a high-ranking ministry official 
e REVIEW, The ministry is giving 


lowing through on security when 
are admitted into Japan, and in- 
high-technology experts about 
ys in. which they might be ap- 
d by Soviet agents. 

oreign Ministry i is also considering 


ournalists, who currentlv are free 
vel anywhere in the country. 


vchenko, who defected:in Japan to 
ited States in 1979, a ministry offi- 


0 high technology became clear 
wiet diplomat Arkhadiy Vino- 
first secretary at the Soviet Em- 
Tokyo, was caught trying to ob- 
identia industrial information 
C Hs ; one oT the world's ok. 


j E iin nud: dune at [o CER 
request of the Japanese Govern- 
the first time in the post- World War 
that Japan had taken such a step 
st a Soviet diplomat. 

e virtual explusion of Vinogradov 


'ess as a signal that the administration of 
è Minister Yasuhiro Nakasone was 
ing Japan closer to the Western al- 





the fancy" ook 


to them, _incom- 


| down the. person- 


tention to Soviet visa applica- 


policy of restricting the travel of. 


This 
sa result of revelations about KGB. 
es in Japan by KGB major Stanis- 


. The need for tighter security re- 


; widely interpreted in the Japanese 


| good thing for a young man, but if he be- 
came a regular soldier, he was lost to his 
| Hon and the decencies of life. 


the vears of reconstruction, the hope of 
gétting a good job with a safe company 
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llinistry sets upa special unit to ferret out 
s as a Soviet agent is 'asked' to go home 





. youthful energies among people who have 
never had much time, or approval for hob- | 


cision, 


to be got through, a temporary release for 
bies, sports or games. A little military 
training, most Japanese thought, was a 
ut the military side of Japanese educa- 


tion foundered with Japan's lost war. In 


was enough to motivate all but a few Ja- 


panese youngsters, and they plunged into 


the “examination: hell” with the certainty 
that unheard-of luxuries like cars and T V 
sets and golf outfits lay at the other side. 


liance. But diplomats denied this was the 
case. Only after Japan's National Police 


Agency had obtained incontestable proof. 


of Vinogradov's activities, they said, had 
the agency transmitted the results to the 
Foreign Ministry. And while the police 
may be gathering evidence against other 
Soviets, the ministry says it is not yet 
aware of any details. 

Indicative of the. sensitivity of the 
Foreign Ministry to Japan-Soviet relations 
is the fact that Vinogradov was requested, 
however strongly, not ordered, to leave 
the country, and he was not declared per- 
sona non grata. The Foreign Ministry took 
even this half-step gingerly; before its de- 
it sent cables to its embassies in 
Western countries asking for information 
on precedents to find a means of ousting 
Vinogradov short of Apun 

The ministry . had balance > 


the Soviet Union unnecessarily, and the 
other to protect its technology. “Japan 
cannot move over to Latin America," a 
ministry official said; "We have to live 
with the Soviets [as neighbours] forever." 

The Foreign Ministry believes. that 









Soviet objectives in Japan can currently be. 


described as the "four separation policies" 

— to separate Japan from the US, to sepa- 
rate the Japanese Government from the 
Japanese people, to separate the issue of 
Japan-Soviet trade from politics and to 
separate Japan from China. Covert opera- 


tions are part and parcel of Soviet foreign - 
policy, Japanese officials believe, and - 
stealing 
Strengthening Soviet society without pay- 


technology: is one way of 


ing economically. or pou Moscow is 
believed to. be | 


separate hom ahaauon proper, a phase 


its, 
priorities — one being. k to antagonise 


g large resources . 


‘tend with, and nio plat 





o deal with thesi: ; 
So the strains which are emerging in the — 
Japanese school system have come as a ^ 
shock to most Japanese. In the last 
academic year, ended March 31, one in 
seven Japanese junior high Schools and 
one in 10 senior high schools experienced 
serious classroom violence — misconduct 
unknown 20 years ago. 

No longer awed by society (perhaps a 
good thing in itself) and certainly no 
longer obedient to wooden tablets, high 
school students. have attacked their 
teachers with knives and clubs, itself 
deeply shocking, and. some teachers have 
even more startlingly sunk to carrying 
weapons in self-defence. Ima recent case, 
an English teacher, repeatedly ambushed 
and beaten up by as n drew a 








| rsonnel, journalists 
n information 


through its embassy : 
and trade official: 
on microelectr ers, robotics 
and laser technique of these items 
are available at retail electronics stores. 

The V ‘inogradov incidentand an accom- 
panying announcement that a Soviet en- 














 gineer, B. N. Kakorin, had also been 


forced to leave Japan for industrial es- 
pionage in January 1982 gave a big boost 
to the credibility of Levchenko, whose al- 
legations were published in the May and. 
editions of the Japan Reader's _ 
: sa KGB operativein Japan from — 
1975. 79. Levchenko had charged that 
Japan was a “paradise for spies.” He said 
there were about 200 Japanese agents for 
the Soviet Union, though he later 
explained that many of these so-called 
agents were unwittingly used. 
Some Japanese and Western journalists 
were not slow to question Levchenko's 
credibility. And. before the Vinogradov 
incident surfaced; Japan Reader's Digest 
editor-in-chief Ko Shioya, who inter- 
viewed Levchenko extensively, said he. 
had been "personally disappointed by tbe 
Japanese reaction." Shioya attributed a 
part of the negative reception to Lev- 
chenko's information as deriving from 








professional jealousies of Japanese news- 


papers, who were left out of the initial. 
breaking story. P 


ut Levchenko had also charged that Á | 


Japanese agents of the KGB, some of ` 
them knowing collaborators, were as- 


sociated with major media organisations, 
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such as the Kyodo News Service and the 
daily Yomiuri Shimbun. This allegation 
raised further the hackles of the Japanese 
media, though most of the media here 
now give Levchenko's story more favour-. 
able treatment. i 
Levchenko and the Reader's Digest 
editors went through several working. 
drafts of the spy's story, excising some 
names along the way, before deciding on : 
the final list of agents for pub ise 
6 Japanese were describe: | 








- A KC-130 Hercules refuels F-18s. 


Hercules at work. 
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k ine | to swim ashore, Japanese 
astguards have obtained a warrant 
o st a 41-year-old coach of the Totsuka 
sch pol, Shuichi Azuma, charging him with 
€ iieri life at sea. 
_ Finally, on December 12, another 13- 
year-old boy, Masato-Ogawa, died on his 
ay from the yachting school to hospital. 
b le had suffered a ruptured duodenum, as 
yell as massive bruising all over his body 
— anc 1 third-degree burns allegedly caused 
el ing him out” in front of a fire after 
e had been thrown into the sea. Ogawa 
At ec de og days after joining the school, 
he had been certified as being in 
ood health. | 
The school did not, however, hit the 
"1 adlines until recently, when some of its 
ins Md grou p of “bosozoku,” 
or Japanese teenage t-rodders, and, ac- 
ing them of riding noisy motorbikes 
“insolence,” beat them so severely 
th gathroe were detained in hospital. The 
Eos ructors were arrested and, in the 
urs of wide-ranging interviews, gave 
> police much information about the 
$c chool’s methods and its dismal body- 
_ count. Asa result, Totsuka himself was ar- 
_ rested, and the whole story came flooding 
out. 
By chance the robust, sun-bronzed 
achtsman gave a lecture at a fashionable 
Tokyo hotel the night before he was ar- 
sd, frankly describing his methods. “A 
child’ s refusal to go to school is the result 
n3 a lack of spirit," Totsuka told the audi- 
? ence, who had paid US$40 a head to hear 
-the master's thoughts on education. “A 
ES od cure is to stimulate the intellect. Try 
ffering him some money, and if this 
A oesn't work, offer him * 1 million. 
x a “If for some reason this doesn't work, 
nu y stimulating his sexual appetite. Have a 
beautiful woman take off her clothes in 
— front of the boy. This should work. 
— "And, as a last resort, you want the boy 
— to become aware of his mortality. 
_ Threaten him with a knife, saying, ‘I'll kill 
you unless you do one more push-up.’ 
UT is is how we define corporal punish- 
nent and we are successful with these 
m thods. Brain troubles caused by 
bilepsy were cured in a week. It only took 
1$ five minutes to cure a case of bronchitis, 
E End a blood disorder was corrected natur- 
ly. We can cure anything." 
At question-time, Totsuka had a ready 
| "explanation for the need for barred gates 
"and the school's lock-up, a tiny window- 
(KK iss room in which the dying Ogawa spent 
h islast hours of life. *All of the children at 
amy school would kill their parents if they 
^ yere released," he said. “We call this a re- 
_ venge complex. It is only natural to punish 
such children. We carefully regulate our 
_ system of corporal punishment.” And the 
coepi “Our school is not responsible for 
- the death of Ogawa or the others. He was 
in high spirits when he arrived at the hos- 
peu. He died as a result of hospital mal- 
i "treatment. " 
" Since the principal's arrest, a number of 
| pupils have escaped from the Totsuka 
"school, and have been regaling the Japan- 
press with reminiscences of their 
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Totsuka instructor at work: perfection through pain. 





schooldays. According to one escapee, 
senior students were made responsible for 
discipline among newcomers. A student 
who asked for a second bowl of rice had 
his front teeth broken by a punch from one 
of his senior classmates, said this infor- 
mant. Another who failed to hear an order 
had his ear pinched with a pair of pliers 
until the blood ran. 

Others had their skins burnt with 
cigarettes, and moxybustion, an ancient 
Chinese medical treatment in which a 
small fire of leaves is built on the patient's 
back, was frequently applied (three times 
to the unfortunate Ogawa in his last days 
of life). A girl student (the school was, in 
its last year, co-educational) has com- 
plained to the police that the instructors 
indecently assaulted her, forced her to 
give them "massage" and often took girl 
trainees to disreputable short-time hotels. 


L at the Totsuka yacht school sounds, 
at first hearing, like a sick travesty of 
one of the more traditional British public 
schools, a resemblance which some Japan- 
ese commentators have been quick to 
point out. American military academies 
also come to mind, and, more signific- 
antly, there are striking parallels to the at- 
rocities practised in Japanese prisoner-of- 
war (PoW) camps — the constant beat- 
ings, bad food, imprisonment in “black 
holes" and the insistence that sickness. 
both mental and physical, can be over- 
come by the will, and that the will can be 
stimulated by unrelenting brutality, to the 
point of death. 

In these cases, however, the treatment 
was being practised by Japanese on Japan- 
ese, whose parents and guardians were 
paying through the nose to have it in- 
flicted, and who were sometimes (as in the 
case of Ogawa's mother) present them- 
selves to see Totsuka and his instructors 
laying into their loved Ones. 

Are the Japanese, then, a nation of 
sadists? We should perhaps recall that 
physical punishments are forbidden in 


c b 


“smacking play little or no 
part in Japanese child-rearing, that 
casual street and bar-room violence is 
all but unknown, and that child abuse 
in general is rare in Japan and univer- 
sally condemned by public opinion. 

Why then would Japanese, with 
their reverence for education and 
educators, entrust their children to 
a blatantly unqualified quack like 
Totsuka and his thuggish staff? Be- 
cause, quite simply, the yachtsman 
appeared to be answering a desper- 
ate need, a need which guarantees 
that as soon as the police manage to 
close down his school and pick up 
the principal, another will open to 
reap the rich rewards of running a 
Japanese Dotheboys Hall. For 
many Japanese parents, the present 
educational system has failed, and 
they will listen to any impostor who 
promises to pick up the pieces. 

Japanese are, in a narrow way, 
the best educated people in the 
world, and their notions on educa- 
tion have very deep and contradictory 
roots. On the one hand, the purpose of 
education was to inculcate skill with 
weapons and the necessary psychological 
attitudes in preparation for victory or 
death in samurai-style battle. 

The idea here is perfection through 
pain, and the subduing of desire, even the 
desire for life itself, through suffering. An 
echo of this approach can be heard in the 
mumbo-jumbo used by Totsuka or, for 
that matter, in the agony of a Japanese 
karate student endlessly banging his hand 
on a brick to harden his flesh into «a 
weapon a sado-masochistic approach 
which Japanese have brought into golf, 
baseball, and now yachting. 

On the other hand education was to 
open to the children of Japan the spiritual 
treasure-house of the Chinese classics 
(and, centuries later, equip them to mas- 
ter Western science and technology). 

These were the schools which so as- 
tonished the first. Western visitors to 
Japan, who saw teachers revered by their 
pupils, able to maintain perfect discipline 
by. simply putting up a wooden sign 
marked silence, who operated a system of 
passes so that only one student could visit 
the toilet at a time, whose severest punish- 
ment was to require an offender to stand 
with a glass of water in one hand and a 
smouldering incense stick in the other 
until his or her time of public shame was 
Over. 

These schools operated (and, in mod- 
ified form, operate to this day) wholly by 
moral force. When Japanese pupils and 
teachers bow to each other at the begin- 
ning and end of each lesson, and work to- 
gether cleaning up their classroom, it is 
not through fear of punishment. As Prof. 
Ronald Dore of Sussex University says: 
"The pupils are not afraid of the teacher. 
Both are overawed by the society which 
produced them." 

But, when Japan started to need real 
soldiers, and had only peasant farmers’ 
sons as recruiti g material, moral force 
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looks the long traditional and 20th century 
drive of the Micronesians for economic 


development, a drive that began hundreds. 
of years ago when island chiefs vied with 


one another for European technology and 
wealth brought by traders. In fact, the 


Caroline archipelago and the Marianas | 


reached an advànced stage of economic 
development under the Japanese mandate 
in the 1930s and 1940s. 









he argument ilo overlooks the linguis- 

tic and cultural differences among the 
several island groups 
rooted ethnocentric outlooks within each 
chain. It further ignores the historical real- 
ity of relative isolation and political au- 
tonomy of the separate island groups. In 
fact, the separatist movement was more 
likely influenced by Washington's per- 
ceived defence needs, which required land 
options and offered substantial additional 
revenues for the Norther Marianas, the 













ch of that revenue in 
s by more popul- 
ous, but less militarily useful, states led to 
the breakaways some analysts: have ar- 
gued. US-perceived strategic needs have 
been one of the major constants in the 14- 
year-long negotiations. which began in 
1969 under the administration of former 
US president Richard Nixon and which 
continued under former president Jimmy 









Carter. The negotiations began to break 
eported that the CIA 





down when it wi 
had bugged the hotel rooms and tele- 
phones of Micronesian negotiators. — — 
Under the Carter administration, the 
islands adopted. constitutions and elect- 
ed representative. governments, paving 
the way for ending the only remaining 
UN-sponsored trusteeship. Although the 
US may decide not to place military 
bases in the FSM; itdoes want strategic- 
denial rights — the ability to deny use of 
the islands to other military powers. US 
officials have said as much on numerous 
occasions. The US military also wants 









land in Palau to anchor a fall-back arc 


stretching from Tinian in the Northern 
Marianas through the US territory of 
Guam to Palau. The fall-back position 
is for contingency use in the event that 
hostilities in Asia or the Indian Ocean 
require US bases in addition to those 
in Japan, South Korea and the Philip- 
pines. — 

The US Governiiétit signed an agree- 


ment in January with the Commonwealth | 
. of the Northérn Marianas to lease land on. 





Tinian for military use. Guam, an unin- 


sl eas Us S aie ry about 800 miles : 


Tini: an, 


às well as the deeply . 


pated UD of Micronesia (ESM). While. R 
there is ample evidence to support the di- |a 
vide-and-rule theorv, the critique over-|- 
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trialised d mations, including Japan, where 


handed yacht race from Okinawa to San 
Francisco. Japanese victories in mtema- 


l his Leap bial elie in Kanaa, near 


where the need Hor discipline! has besa fo for 






one that educates Japanese — agree with 
him. . 

A series of attacks by pupils on their 
teachers; traditionally revered in Japan 
(the title sensei — teachet — is the most 
respectful form of address in the Japanese 
language) has alr 'ady shocked conserva- 
tive Japanese. i st month a full-scale 
scandal burst; he arrest ofa head- 





master, who also o happens to bea Japanese i 
sporting hero, on suspicion of beating 








some of his students to death. 

Hiroshi Totsuka, the central figure in 
the scandal, has no qualifications as a 
teacher. He graduated, in fact, in en- 
gineering, was captain óf Nagoya Univer- 
sity sailing club, and in 1975 won a single- 


tional sporting contests, even those they 
have organised themselves; are rare, and 
Totsuka joined the select band of Japan- 
ese heroes. 

But vachting i is not an easy sport from 
which to make a living. Totsuka tried to 

cash in on his win by opening a chain of 
yachting schools, eight in all, scattered 
through the islands, but with little luck. 
Japanese have. in general. no time to 
waste messing about in boats, or any- 
where else, and those with enough money 
to go yachting can afford to hire a crew as 
well. The Totsuka schools soon went 
bankrupt. 

However, as anyone who has met one 
can testify, single-handed sailors are a 
stubborn breed. Many think that Captain 


William Bligh would have made the ideal 


solo yachtsman: a distinction his discipli- 
nary methods almost secured for him. 
Totsuka and his instructors made free use 
of the knotted rope’s end, or "bosun's per- 
suader" as Bligh (and Nelson) knew it, 
and amid the financial wreckage of his 
schools, Totsuka received a number of 
commendations from parents who re- 
ported that their'unruly and delinquent 
children had benefited from his strict 
methods. 

In 1978 Totsuka tried again. This time 
he concentrated on a single school under 


panese, “alarmed by a ‘raining crisis in. 
Japan's most important industry — the 


burly 


into the sea, where their h 


kicked them. Food at. theist 


"these fees gave the school a y 


Japanese system of. school pae 


the trainees on a cruise from. 






































































SÉ ducuion f " Totsuka explained 
parents of prospective pupils, “isa 
matter of giving orders and getti 
obeyed" — a doctrine which mig 
appeal to critics of more permis 
ern educational methods. DH 
There was, as neighbours. of t 
Totsuka yacht school quickly obse 
little permissiveness in its methods, 
pupils arrived at the schools escort 
instructors, sometimes 
what Aen to: m. handeg 


iiie instructors with h Jápam TES! 
swords, an implement about 
weight of a pickaxe handle, 


under water. As a variation, 
tors sometimes knocked them 


ported to be meagre, and. 
uniformly looked undernouri sher 
The school s fees, however 
stantial, totalling ¥1 million 
for a two-month course. Paid: 


of around US$1 million. In adi 
suka earned substantial sams 
tures on his methods and their ou 
results. At last, someone had fou 
of making sailing pay off. | 
But then in. February 1979, 
old trainee died in the local 
peritonitis caused by a rupture 
The youth's body was covered, t 
tal report said. with subcutaneous 
ing apparently caused by- blo 
Nagoya prosecutor's s office filede 
against Totsuka and two instructo 
dropped them for lack of evid 
cause ff was a yachting: school, Tc 
establishment was exempt from.tk 








n November 1980 a 21- year-old 
laica of pneumonia after suffe 
nal bleeding from 14 major body inj 
Totsuka and five coaches were in 
for. manslaughter. Investigations int 
case continue. Then, last December 
suka and his instructors took some 


Amami Oshima, ar island south 
main Japanese group, aboard a € 
cial freighter. In the course of an 
exercise, a 19-year-old pupil hac 
broken by a blow. Another bi 

Spr the school i in a letter hor 














ratification of compacts with all three of 
the remaining groups of Micronesian 
states in congress by October. The fourth 
group of Micronesian islands, the North- 
ern Marianas, has already voted for US 
commonwealth status, similar to that of 
Puerto Rico?) 

But even if the-Marshalls compact is ap- 
proved, the US will still have problems to 
sort out with Palau. Palau voted to ap- 
prove the compact of free association by a 
62% to 38% margin in February. But on 
the ballot with an offer of free association 
and a USSI billion, 50-year development 
package was another issue: whether to 
override ‘the nuclear-free provision. in 
the Palau Constitution. To do this, the 
Palauans would have had to vote down the 
constitutional provision by à 75% major- 
ity. Instead they managed to vote to over- 
ride the constitution by only a narrow 53% 
majority. This has left a glaring contradic- 
tion between the Palauan Constitution 
and the compact. 

The constitution prohibits the use of 
nuclear. chemical, gas or biological 
weapons, and even forbids nuclear reac- 
tors on Palau territory. This puts the US, 
which under the compact would be re- 
sponsible for Palau's-defence and would 
get military basing rights there, in a dif- 
ficult position. According to US officials, 
40% of the US Navy's tonnage is nuclear- 
powered. In addition, many US warships 
carry nuclear weapons. These vessels, and 
aircraft carrying nuclear weapons, could 
not use facilities on Palau unless the con- 
stitution is changed. 


folowing the February vote, one house 
of the Palau Congress passed a resolu- 
tion which considers the compact ap- 
proved, while the other chamber passed a 
resolution stating that the compact is in 
contradiction to the constitution and 
therefore is not approved. The govern- 
ment has not yet taken an official position 
on the plebiscite results, but Palau Presi- 
dent Haruo Remeliik argues that the vot- 
ers accepted the compact, while the nu- 
clear provision failed the test. He and the 
Palau ambassador to the status talks, 
Lazarus Salii, are trying to develop a con- 
sensus among the islands' elected leaders 
and traditional chiefs. 

Other Palauan leaders appear divided 
over the outcome. High Chief Ibedul 
Yutaka Gibbons — a spokesmen for the 
traditional leaders — called the compact 
dead because the nuclear ban was not 
waived. The traditional leaders, many of 
whom opposed the compact before the 
plebiscite, want negotiations reopened so 
US military land-use options, the length of 
the agreement and proposed financial aid 
can be renegotiated. 

Salii said before the vote that if Section 
314 of the compact — which grants the US 
nuclear transit and, under special cir- 
cumstances, nuclear storage rights — 
failed, the compact was dead. But he de- 
clined to take a public position after the 
vote. | 

The US State Department regards the 
plebiscite as a valid act of self-determina- 
tion for the islands’ 14,000 people, which 


defined and approved Palau’s future re- 
lationship with the US as well as the is- 
land's international status. Negotiator 
Zeder believes the Palau compact passed 
and its terms are no longer renegotiable. 

Palau has appointed a commission to try 
to sort out the differences, and Zeder 
began talks with Palauan leaders on Guam 
last month to resolve the issue. US offi- 
cials are optimistic that the problem can 
be worked out before October, when they 
hope to seek simultaneous compact ratifi- 
cation from the US Congress for all three 
groups, but they say they are prepared to 
go ahead with each state individually if 
need be. 

The compact would. grant Palau 
sovereignty, self-government and about 
$1 billion in guaranteed US financial aid 
over the 50-year life of the agreement. In 
return the US military would get options 
on use of about a third of the islands 180 
sq. miles. Palau would also be required to 
delegate all defence responsibility and 
some foreign affairs to the US, ensuring 
continued US military control of the area. 

After 13 years of negotiations and 36 


Kwajalein base: 
years of trusteeship since the US took 
the islands from Japan during World War 
II, it appears that something approaching 
independence is just around the corner. 
In an unrelated development in US- 
South Pacific relations, the US Congress 
on June 21 ratified friendship treaties with 
Kiribati, Tuvalu and the Cook Islands and 
a maritime boundary treaty with New 
Zealand. The move, expected to be ap- 
proved soon by Reagan, settles the status 
of 25 small islands to which the US had 
had claims. The; treaties establish 
maritime boundaries between Kiribati 
and Tuvalu and American Samoa, accord- 
ing to a US State Department official. 
“The treaties," a State Department offi- 
cial told the REVIEW, “remove a potential 
irritant in US relations with several newly 
independent states,” 


The strategic 
trusteeship 


US policy in the Pacific 
remains focused on the 
area’s military potential 


By Frank Quimby 

Guam: The United States pledged to pro- 
mote the social, economic and political 
development of .Micronesia when the 
United Nations confirmed US strategic in- 
terest in the islands by designating the 
war-torn Trust, Territory of the Pacific 
Islands a "strategic" trusteeship. And 
while most Micronesian leaders feel that 
the US has a fairly good record in social 
and political development, they argue that 
it has a dismal one in building the neces- 
sary economic underpinnings that could 
lead to less dependence on US federal 
largesse, greater self-sufficiency and a 
realistic move towards political indepen- 
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dence. The lack of sufficient. economic 
development has led some Micronesian 
leaders to argue that the trusteeship 
should not be ended unti] the US has fulfil- 
led that promise. 

Critics of US policy cite the Solomon 
Report prepared under the admimstration 
of former US president John Kennedy — 
an extensive economic and political sur- 
vey of the islands and blueprint for bring- 
ing them into the US fold — as the master 
design for the islands’ induced economic 
dependence on the US. They also cite US 
acquiescence 1n, the break-up of the trus- 
teeship into several separate states as an 
example of US divide-and-rule tactics, 
aimed at securing Washington’s strategic 
interest in the region. 

Although it had been expected that the 
trust islands would emerge as one political 
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A sort of Sidépentencé 


The United States is forging new agreements 
with its trust territories in the Pacific 


By Robert Manning and Frank Quimby 


Washington: The United States is mov- 
ing closer to bringing three Micronesian 
territories under its trusteeship to a qua- 
lified form of independence. Elections ap- 
proving a compact of free association were 
held on June 21 in the Federated States of 
Micronesia (FSM) while, in the same 
week, US negotiators signed an agree- 
ment with the Marshall Islands which 
cleared the way for the Marshalls to hold 
similar elections, probably in early Sep- 
tember. The US also began talks on June 

. 28 with Palau to overcome obstacles to im- 
plementing the compact of association the 
Palauans approved in February. 

The compact of association would allow 
each of the island groups to attain inde- 
pendence in both domestic and foreign af- 
fairs, but with the US maintaining full re- 
sponsibility for defence. The Marshall Is- 
lands' Kwajalein Atoll missile range is of 
particular concern to the Pentagon which, 
after resolving a dispute with local land- 
owners last October, has begun to test the 
new nuclear-tipped MX missile at Kwaja- 
lein. On June 17, the first MX, dubbed the 
“peacekeeper” in the best Orwellian fash- 
ion by the administration of US President 
Ronald Reagan, was fired from Vanden- 
berg Air Force Base in California. and 
struck 30 minutes later a site 4, 100 nauti- 
cal miles away, just north of Kwajalein. 
The missile, which carried dummy 
warheads, was the first of 20 to be tested 
over the next four years. 

In the FSM election last month, the un- 
official tally was 72.6% in favour of the 
free association compact. Voters could 
also vote against the compact and write 
in their choice of another form of relation- 
ship with the US, or opt for total indepen- 
dence. US officials said that on the islands 
of Kosrae, Trucand Yap, the compact was 
approved by more than 80% while on 
Ponape, the compact lost, with 51% vot- 
ing against it. The FSM Congress must 
now approve the compact when it meets in 
August. 

While the compact with the FSM is simi- 
lar to that being offered to Palau and the 
Marshalls, the US is not interested in 
using any of the islands in the federation 
for military purposes. The compact, which 
grants the islands sovereignty and self- 
government, calls for about US$1.8 bil- 
lion in operating funds and capital im- 
provement grants over the 15-year term of 
the pact. In return the US wants "strategic 
denial" for the longest possible time — the 
current US euphemism meaning military 
use of the islands would be denied to other 
nations for 100 years. The FSM has about 
80,000 inhabitants who speak four differ- 
ent languages and whose communications 
are the least developed in the trusteeship. 
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The Marshalls compact would offer its 
32,000 inhabitants sovereignty, self-gov- 
ernment and about US$1.1 billion over 30 
years in return for continued US use of 
Kwajalein Atoll as a missile test range and 
military denial of the group's other is- 
lands to foreign powers. The compact also 
includes a US$6.5 million payment for the 
right to extend the use of Kwajalein 
beyond the 15-year economic-develop- 
ment funding of the compact. Another 
US$6 million Defence Department grant 
in the agreement is aimed at improving liv- 
ing conditions on Ebeye. The people of 
Kwajalein and other Micronesians who 
work àt the base headquarters for years 
have been confined to Ebeye island, a 
crowded, slum-like settlement where 
8,000 residents live, separated by only à 
few miles of lagoon from the spacious and 
comfortable suburban living of US civilian 
employees at range headquarters. 


n the Marshalls, the main sticking 
point had been the proposed compact's 
controversial Section 177, which deals 


| with the settlement of claims against the 
| US for damage to health and property 
| caused by nuclear testing in the Pacific. 


| 


Amata Kabua, president of the Marshalls, 
had initialled the compact in May 1982 
under terms that would have meant the 
US paying US$100 million to the Marshal- 
lese Government if the government in 
Majuro, the islands’ district centre, cer- 
tified to Washington that it would then as- 
sume all responsibility for further claims 
and that no additional suits could be filed 
against the US. 
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tion; claiming th that it would place him inan - 
untenable position. Given the nature of — 
disease caused by. radiation, which may - 
not surface for a generation or more after _ 
initial exposure, those whose health may 
have been affected by US nuclear tests. 
the 1940s and 1950s and their offspring — | 
could present Kabua with claims, — 
which he might not be able to pay. After - 
several months of new negotiations, US — 
negotiator Fred Zeder reached an agree- — 
ment with the Kabua government on. 
June 25. The new accord restructures the - 
dispersion of -funds and contains - 
mechanisms to account for any future 
claims of radiation victims. 
The agreement establishes an interes 
earning US$150 million trust fund ve 
is to provide a minimum of US$183.7 m 
lion, to be paid out on a quarterly basis 
over the next 15 years. The money wil 
be allocated to each of the four islands — 
affected by the tests, with Bikini getting 
US$75 million; Enewetok US$48.75 mil 
lion; Rongelap, US$37.25 million, and ` 
Utirik US$32.5 million. By repackaging - 
the compensation, the trust fund is €x- 
pected to yield substantially more than the 
initial US$150 million as it accumulates in 
terest. After the initial US$183.7 million 
payment is made over 15 years, be o 
what remains in the trust is to be set aside e 
in perpetuity for future claims. B 
An additional US$47.5 million is to be 2 
made available to cover personal ina 
claims against the US. “We recognise that 
we don't know what the total effect of the —.— 
nuclear tests will be," a US official told 7 
REVIEW, “but we think this arrangement - 
will accommodate the legitimate claims 0 
victims.” If the Marshallese approve the 
compact of free association in September, - 
the nuclear accord will go into effect if itis | 
approved by the US Congress and the - 
United Nations trusteeship committee; — 
The agreement also establishes a claims — 
tribunal, with both US and Marshallese : 
representation, to evaluate injury claims. — 
US officials hope to be able to Me 
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in Brunei, especially in construction, trading, oil related 
industries and small businesses. 
Brunei is one of the M oil and gas producers in 
of 200,000 


the Commonwealth, with 
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gin rit passport holders are expected to be 
time is ripe to explore this small but affluent meds : 
mM Virtually everything is imported into Brunei, from fi 
. fruit to day-old chicks, cassette tapes, jeans, photocopid $. 
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FLY WITH FRIENDS 
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World travelers choose the 737 because it has one of the best on-time records. The 737-300 is the 
latest addition to the family. This new jetliner, with added passenger amenities, advanced flight 
controls and quieter engines, will make flying an even better travel experience. 


BOEING 


Getting people together 





In 1946, Asia's first airline took on its wings its first international passengers to Manila. 
Since then, it has been one captivating affair after another. And so will it be for you. 

Have an affair with the irresistible beauty of clear emerald waters and great coral reefs 
while a bountiful supply of the freshest seafoods offer a delectable invitation right on 
your table. f 

Contact us or your travel agent and inquire about our “Swingaround the Philippines” 


holidays. 





Asia's first airline. 
Amsterdam- Athens. Bahrain. Bandar Seri Begawan-Bangkok- Brisbane-Canton-Dhahran-Dubai- Frankfurt- Hong Kong-Honolulu-Jakarta-Karachi-Kota Kinabalu 


Kuala Lumpur-Kuwait-London-Los Angeles-Manila. Melbourne- Paris-Peking.Port Moresby-Rome-San Francisco-Seoul-Singapore-Sydney -Taipei-Tokyo-Zurich 
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growing number of highly successful 

Asian businessmen are transform- 
ing the image of Asian business in Bri- 
tain from that of the High Street shop- 
keeper to the Park Lane millionaire. In- 
dian businessmen such as Swaraj Paul 
and Abdul Shamji have helped their 
community to raise its aggregate annual 
turnover to about £2 billion (US$3.1 bil- 
lion). Paul's Caparco group and 
Shamji’s Gomba group have each be- 
come many-faceted empires embracing 
property, shipping, road-vehicle and 
parts manufacture, engineering, invest- 
ment, hotels and commodity trading. 

Paul first came to England to see his 
daughter through a prolonged fatal ill- 
ness, starting in business here almost as a 
way of filling the time. He began in 1969 
by borrowing £5,000 to start a small re- 
tail-trading firm. Now, with his takeover 
of F. Austin and Sons and the Barton 
group, two middle-sized conventional 
Midlands engineering enterprises, Paul 
controls an annual £150 million turn- 
over. 

Like Paul, Shamji has also built up by 
taking over existing firms, but from the 
receivers more than by shareholder bids. 
When Idi Amin booted him out of 
Uganda he landed virtually penniless, 
leaving behind a commercial and indus- 
trial empire, so his new prominence is all 
the more creditable. British Prime 
Minister Margaret Thatcher has been his 
dinner guest (whereas Paul’s best con- 
nection is with Indian Prime Minister In- 
dira Gandhi [REVIEW, May 19]), and his 
four-wheel-drive truck factory outside 
Glasgow won a big defence-equipment 
order from Malaysia despite the “Don’t 
Buy British" campaign in force at the 
time. 

Asked about his methods of managing 
a Scottish workforce, Shamji replied: “If 
the men are right, you have to give in, 
but if they are wrong you have to con- 
vince them." In fact they know he was 
the only businessman ready to raise the 
money to keep the plant going, and that 
initial gratitude is going to last some 
time. 

Paul leaves his manufacturing in- 
terests to the British managers, while he 
himself concentrates on providing the 
necessary financial environment. But 
the others are gradually getting into 
British manufacturing with their own ef- 
forts. Indra Kumar Sethia, 35-year-old 
chairman of House of Sethia, with a 
turnover of £100 million, is "testing the 
waters" of manufacturing with a small 
paper-conversion plant in Essex, and is 
ready to expand. Such is his influence 
that he has become a council member of 
the prestigious Institute of Directors. 

And another Asian, R. K. Bagri, who 
first came to London to set up a branch 
of an Indian enterprise but then started 
his own independent firm some 12 years 
ago, has recently become a member of 


the board of the London Metal Exchange. 

They meet some prejudice, of course. 
The road to becoming a British. mil- 
lionaire is not smooth. There is “no or- 
ganised or deep-rooted prejudice," said 
Bagri, "against the Asian business com- 
munity." But Narindar Saroop, a suave 
public school-educated business execu- 
tive (former Conservative Party candi- 
date for Greenwich and Conservative 
councillor in the London borough of 
Kensington and Chelsea), puts this a lit- 
tle less blandly. “The degree of racial 
prejudice," he observed, "is more than 
can be identified, but less than people 
imagine or fear." 


Mme. the East Asians are also 
getting into the British act. The Ja- 
panese manufacturing investment story 
of recent years is now well known. There 
are currently about 26 Japanese manu- 
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Imura: government role. 





facturing companies operating in Britain 
and by all accounts operating success- 
fully, even if many of them have taken a 
longish time to come into profit. 

The interesting part of that story was 
the eagerness with which British opinion 
received the new Japanese management 
ideas. Only gradually has it been 
realised, first that there is a wide di- 
vergence within the Japanese companies 
on management methods, and secondly 
that where Japanese managers do well it 
is often because they are implementing 
more thoroughly an idea or system or 
method which may have originated in 
the West, even in Britain itself, but has 
become somewhat adulterated or for- 
gotten in its place of origin. 

A worthy British trade-union leader 
describes the weakness of British man- 
agement as “a positive unwillingness to 
treat people as people.” The Japanese, 
by contrast, “accept democracy, 
whereas the British don’t know any way 
to run things other than by instruction.” 






The appointment to a government 
working party on the electronics indus- 
try of Andy Imura, managing director of 
National Panasonic (UK), is only one 
formal recognition of the contribution 
which Japanese managers are making. 
The Order of the British Empire 
awarded to Tokita Tetsuo, the general 
manager of Sony UK, the other big Ja- 
panese TV maker in Britain, for his con- 
tribution to “the prosperity . . . of the 
British electronics industry" is another. 

The newest entrants to the British 
management scene are the Chinese. 
Taiwan was the first non-Common- 
wealth Asian country apart from Japan 
to invest directly in manufacturing in 
Britain. It opened its first Tatung TV 
plant in Europe at Bridgend, Shrop- 
shire, in 1981. About a dozen technical 
and management staff from Taiwan 
supervise 700 employees, and so far the 
venture has gone well. 

From Hongkong the investments have 
been small and discreet. There is a joint 
venture for polythene wrapping at 
Washington in northeast England, and 
Universal International of Hongkong 
took over the Matchbox toy factory 
when the Lesney group went into bank- 
ruptcy. Other Hongkong firms are look- 
ing into the possibilities of British pro- 
duction, in electronics and textiles, for 
example, and some observers believe 
that if the test of nerves over the negotia- 
tions with China intensifies there will be 
more interest from Hongkong. 

There are also a number of New Ter- 
ritories farmers who have acquired land 
in various parts of England and cultivate 
Chinese vegetables for Chinese restau- 
rants and delicatessens. They abhor pub- 
licity but are very successful and see the 
opportunities in the future as enormous. 

But some immigrant entrepreneurs 
can run into trouble — like Michael 
Ling, a young Malaysian studying tailor- 
ing at the Liverpool Polytechnic who 
opened a clothing factory with 26 women 
employees. “The business has taken off 
in a much bigger way than I originally 
thought it would," he explained. Then 
he was accused of working illegally in 
Britain and was told to leave. But the 
local MP spoke in his defence, saying: 
"Without him it is clear that this thriving 
business would go to the wall. It was 
crazy to kick him out of the country 
when he was obviously using talents he 
learned here to create employment and 
industry." Now he has a one-year re- 
prieve. — DICK WILSON 
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Uncle Sam-urai | | 


In the overview article on Japan's defence 
[FOCUS, REVIEW, June 16] Derek Davies 
suggests the jellyfish as a more apt crea 
ture to exemplify Japan than the 
hedgehog posited by former premier 
Zenko Suzuki. | have just seen a re-issue 
of Kurosawa's The Seven Samurai, and 
think there are less zoological ways of 
clarifving the difficulties in the defence re 
lationship between Japan and the United 
States 

Ihe film's concentration on the am 
biguities in the relationship between the 
peasants and the samurai they hire to pro- 
tect them from the bandits should not be 
difficult to understand by the Japanese 
man-in-the-street. These ambiguities are 
strikingly relevant (at least from the Ame- 
rican perspective) 
> Despite wanting the samurai s help, the 
lirst thing the peasants do when the 
samurai arrive is to hide their daughters 
» [he peasants have to be driven to coop- 
erate with the samurai in beating off the 
bandit attack, some from simple fear but 
others from their belief that farmers farm 
and samurat fight 
> Throughout the film the peasants con 
tinually run themselves down about their 
poverty and weakness, yet they have 
stores of rice and sake and captured arms 
which gradually surface during the action 
» When the battle is over, the peasants 
take up life again as if unmarked by the 
samurai s brief sojourn 
> The surviving samurai depart almost 
unnoticed and probably hardly thanked 
for their sacrifice 

[he analogy can be overdrawn. US po 
licy is not quite so altruistic as the 
samurais motives. Nor is the samurat's 
motive of honing their fighting skills a sig- 
nificant aspect of the American defence 
policy. But the lessons are vivid and drawn 
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Sabah Inc.? The Bangkok Peninsula. masterpiece created 
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of the Berjava government in developing craftsmen as a tribute to their Royal City, 
our state, | am dismayed at the promi- Bangkok. 

nence given to Annuar Yusuf's deprecat- The Bangkok Peninsula is managed by 
ory account of the government's perfor- The Peninsula Group. With a hundred year 
mance [Letters, REVIEW, June 16]. The heritage of dedicated service to business and 
troubles he recounts are largely a legacy pleasure travellers in the 


from the discredited United Sabah Na- 
tional Organisation (Usno) government 
of Tun Mustapha Harun, under which 


State dev elopment stagnated. It is to the your expectations. I he Bangkok Peninsula 
credit of the present government as well as 


the federal government that the past seven [he Peninsula Group 
years have seen double the progress and Fidfilling the promise of the Orient 


prosperity of the previous 13 years of 


Orient, we know how to make 
your trip live up to all 


Usno misrule Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger) 
It is tronic that Annuar should state. Preferred Hotels Worldwide, The Peninsula Group, Hong Kong 
= Pel: 3-7225771 Tix: 4064 PENGP HX 
almost as a tribute to the Usno govern- À r , 
4 F lati ; | S; Hotels managed by The Peninsula Group: The Peninsula Hong Kong. The Hongkong Hotel, 
ment. that the Sabah Foundation and Sa- | The Marco Polo Hong Kong, The Prince Hotel Hong Kong (eariy 1984), all in the 
bah Land Development Board (SLDB) | Harbour City Complex. The Discovery Bay Hotel Hong Kong (1985). The Marco Polo Singapore 
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You don't have to be a 
word processing expert to use 
a CPT word processor 

As you can see, the control 
buttons are plainly marked in 
simple English 

Those buttons are on a 
keyboard that is separate from 
the console. So you can move 
the keyboard around to the 
position that suits you best 

And the console that the 
keyboard sits in front of features 
a simple black-on-white display 
screen. It looks just like a sheet 
of paper, to be easy on the eyes. 

After switching from a 
typewriter, many typists soon 
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double their output with a CPT 
word processor 

But a CPT word processor r 
can also handle tasks impossible | 
on an ordinary typewriter—or i | 
on an ordinary word processor. : | 


were as easy to talk to as our 
word processors. 


Send for our free booklet: How 
0 Get Into Word Processing 
A Step At A Time" Packed with 


fee useful advice and information 





It can sort files. Rearrange 
lists. Prepare budgets. Handle 
payroll. Perform calculations 
automatically. Even tie in to your 
mainframe computer 

In the last 10 years, CPT 
has installed 
over 50,000 
systems in 60 
countries. 

Maybe f 
you should talki 
to us. You'll find 


END Mail to: CPT Corporation, C/O 
EN Davidson and Partners Ltd , 
PO. Box K-1017, Kowloon, Hong Kong 
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were in existence long before 1976. Not 
stated was the mess these statutory bodies 
were in when the present government 
came into office. One of the new govern- 
ment's first actions was to revamp the 
Sabah Foundation, which was in deep fi- 
nancial difficulties resulting from mal- 
practices and mismanagement. The 
SLDB was in no better shape and is still 
being rehabilitated. 

Some trial and error is inevitable in try- 
ing to speed up development and make up 
for precious time lost. However, it cannot 
be denied that the present state adminis- 
tration has achieved considerable success 
in putting things right. Furthermore, the 
Berjaya leadership has proved its honesty 
and sincerity in its commitment to provide 
responsible, clean and efficient govern- 
ment by not hesitating to investigate and 
not being afraid to expose mismanage- 
ment and malpractices in public bodies. It 
is to be complimented for its open style of 


ural Sabah: a drive fo development. 


government, not condemned. In fact, the 
people of Sabah should be thankful that 
Chief Minister Harris Salleh is not averse 
to exposing wrongdoings even if it reflects 
adversely on his government. 

During the past six years the present 
government has established several major 
new statutory development-oriented 
bodies and created favourable conditions 
for rapid economic growth. I have no 
doubt that the present Icadership is trying 
to do its best to step up development and 
ensure decent living standards for all our 
people along with a more equitable distri- 
bution of wealth. Despite various con- 
straints on economic growth arising espe- 
cially from the continuing shortage of 
skilled and experiencéd manpower at all 
levels, our development efforts have been 
publicly recognised by national leaders 
who have repeatedly expressed their satis- 
faction with the rate of progress which has 
been achieved. 

Not only is Sabah recognised as a pro- 


| gressive state in Malaysia but the present 


state leadership has its admirers in the 
Philippines, Indonesia, Japan, Australia 
and elsewhere abroad. International fi- 
nancial institutions like the World Bank 
have also expressed their confidence in 


| the state's stability as evidenced by its re- 


cent decision to grant the federal govern- 
ment a US$300 million loan for road 
works in Sabah. 

When Annuar's letter is stripped of its 
rhetoric, its weaknesses are all too clearly 
revealed. For example, contradicting his 





stand on the need for good management, 
he says that the state leaders should stop 
running the government as one runs a pri- 
vate limited company. What is needed is 
more privatisation or commercialisation 
of the public sector, or certainly the adop- 
tion of modern professional techniques in 
the interests of competent management, 
efficient operation and expansion of 
facilities and services. That, I think, is the 
belief of the Malaysian prime minister — 
and is that not what the concept of Malay- 
sia Inc. is all about? 


Kota Kinabalu KESMAT EKBAL 
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Points on the Apex 
A hard road to the Apex [REVIEW, May 
26]. which looked at Apex lending in Thai- 
land, made several references to the ex- 
periences of the Philippine Apex unit 
which are misleading and require clarifica- 
tion. The World Bank expert attached to 
the Philippine Apex unit is not “perma- 
nently stationed" there but has been hired 
on a contract basis. His term of duty ex- 
pires in July 1984. This technical adviser is 
not involved in the operating management 
of the Apex unit, but reports to the chief 
executive. officer of the unit who is a 
Philippine citizen. The references to the 
Philippine Apex unit were made within 
the context of the pros and cons of the 
World Bank's Apex lending programme 
for Thailand and not within the context of 
World Bank interference in the financial 
management of any country. 

| believe that these statements should 
be added to give a more balanced perspec- 
tive to the article in question. I should like 
to emphasise that the discussion from 
which this reference to the Philippine 
Apex unit was taken was on financial is- 
sues in Thailand, and the brief reference 
to the Philippines was only made in pass- 
ing and certainly did not cover all aspects 
of the Philippine case. 
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In praise of insight 

Your thorough coverage in South Korea 
'83 [Focus, REVIEW, June 2] deserves the 
highest praise. Your correspondents suc- 
ceeded in providing a truly comprehensive 
analysis of what is happening on the penin- 
sula. I should like to offer special thanks to 
the REVIEW’s energetic man in Seoul, 
Shim Jae Hoon. In his article he portrayed 
precisely the current situation in South 
Korea and provided readers with an acute 
insight into the country's present political 
malaise. 

Living under the constant threat of in- 
vasion from the North, Seoul's adminis- 
tration has tried various, mostly outdated, 
political tactics. But, judging by strong 
socio-economic indicators, these tactics 
should be replaced to allow stable politi- 
cal development. Your articles also 
touched on several salient points regard- 
ing the economic circumstances facing 
South Korea. However, Western cre- 
ditors may harbour a deep suspicion as to 
how Seoul will be able to discharge its 
stockpiles of foreign debt, estimated at 
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Hongkong appears to have got rather more than it 
expected in the two days of Sino-British talks in 
Peking on the territory's future. The joint state- 
ment that the negotiations were 'useful and con- 
structive' appears to reflect a new awareness by 
Peking of the frailty of confidence in Hongkong. 
The joint statement also said the talks would re- 
sume within two weeks, evidence that the nego- 
tiations have indeed acquired anew momentum. 
But there are still pitfalls ahead, as Review editor 
Derek Davies and Hongkong correspondent 
Mary Lee report. Page 12 over: Frank Tam 








Page 14 

South Koreans ponder the sig- 
nificance of an - ggg minor 
cabinet reshuffle. Meanwhile, 
Nepal's prime minister is toppled. 


Page 15 

Vietnam bids to capitalise on 
splits between Asean and China 
over the Cambodia question. 





Page 28 ; 
| ATV marathon aimed at reuniting 
| families split by the Korean War 
| brings joy to a few but despair to 
| many. 


Page 16 

The United States appears 
anxious about what will happen 
to the Philippines if President | 
Ferdinand Marcos goes. 


Page 36 
West Bengal is split by a con- 
troversy over who decides what | 
| constitutes culture. 


Page 18 

India presses on with its nuclear 
programme, insisting that it is for 
peaceful purposes only. 


Page 23 | 
Political considerations still play 

the principal role in Vietnam's | 
economic planning. 


Pages 40-42 

Cooperation in defence training 
between Australia and the Asean 
. countries is growing fast. 
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Page 48 
Cama clamps down on industrial 
ricing despite the claims of 

pied dership group that factory 

| units should set their own profit 
levels. 


i S 
Pages 50-54 CC 
Manila’ s economic policies ¢ Y 
qualified approval from the coun- - 
try's aid consortium. Mean ile, 


its alternative energy strategy 
developmental feather in h gov- 
ernment's cap. 


Pages 59-65 n 
Asia's gang of four newly indus- 
trialising countries — Hongkong, 
South Korea, Taiwan and Singa- 
pore — are racing to cash in on 
the computer boom. Y 
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Page 72 

Singapore's gold exchange wil 
police itself rather than accept an 
official watchdog. 


Page 74 

| The Monetary Authority of Singa- 
pore closes down an "— fi- 
|, nance company. 


| Page 76 

The Hongkong and Shanghai 
Bank pushes on with its new 
headquarters building despite | 
soaring costs in money and em- | 
barrassment. 
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The Sri Lanka Government 
has “emphatically rejected 
charges by Amnesty Interia- 
tional that members | of. the 
Tamil minority have been tor- 
tured by. security authorities 
secking to stamp out a Tamil 
= | secessionist movement. A gov- 
| ernment statement said: “Itis a 
— | matter for regret that Amnesty 
js International has chosen. to 
| lightly. dismiss, or even com- 
B. EP ely ignore, the terrorist ac- 
| tivities indulged i in by the ter- 
— | rorist groups. " 
— | Shortly after the report by 
= | the London-based human- 
1 rights organisation was issued, 


told a British correspondent 
that some Of the key human- 
| rights organisers in Sri Lanka 
were communists. He also ad- 
mitted that some prisoners had 
been ill-treated. "Many things 
happen in a country experienc- 
ing violence that I don't like. 1 
| try to put it down." 

i — MANIK de SILVA 
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"The Scoul District Criminal 
Court. will begin the trial on 
July 18 of six Chinese accused 
- of hijacking a Chinese Trident 
Einer from Shenyang, north- 
stern China, to Chunchon, 
South Korea, on May 5. An of- 
‘ficial announcement said the 
five men and one woman will 
^ be defended by five senior 
* rn Korean lawyers, includ- 
— ing Ho Hyong Ku, a retired 
NEC EE face cha The de- 
dants face charges which 
‘carry a possible death sen- 
tence. 

While Peking officials say 
they will send neither obser- 
Vers nor witnesses, a delega- 
tion of 14 lawyers is expected 
from Taiwan to watch the pro- 
ceedings. —sHIM JAE HOON 
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The administration of. United 
‘States President Ronald 
Reagan plans to announce 
arms sales to Taiwan which 
sources say will total US$500- 
— 600 million. The only new 
weapons systems included are 
‘the Sikorsky anti-submarine 
‘helicopter and the Standard 
'air-to-surface missile, a disap- 


EX. 10 


LÀ t 9 fü 
[X208 ua, "T 


Bl pointment for Taipei, 







“package 


President Junius Jayewardené 





which 
had pressed for a major en- 
hancement of its anti-sub- 
marine capabilities. It is not 
clear how Peking will react to 
this, the largest single arms 
announced for 
Taiwan. 

There are indications. that 
Peking is prepared to restore 
high-level ‘consultations sus- 
pended while Taiwan and 
other |, issues were: -being 
negotiated. US Secretary of 
Defence Caspar Weinberger is 
ta visit Peking at about the 
same, time as Chinese Foreign 
Minister Wu Xuegian is to visit 
Washington later this year. Ac- 
‘cording to Chinese diplomats, 
Wu will discuss the prospects of 

a visit to the US by Chinese 


" Premier Zhao Ziyang. 


— RICHARD NATIONS 
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Li: released. 


Freed dissident hopes 
to wed French envoy 


Chinese — dissident-artist Li 
Shuang, who has been released 
after nearly two years’ deten- 
tion in a re-education-through- 
labour camp. hopes soon to 
marry French diplomat Em- 
manuel Bellefroid. However, 
it is not known whether Bel- 
lefroid — who left China under 
pressure from the authorities 
— will be granted a visa to visit 
China. Li said she wanted the 
ceremony to be in accordance 
with Chinese law. 

Normally, marriages be- 
tween Chinese citizens and 
foreigners have to be solem- 
nised in China in order to be 
recognised by the authorities. 
Li. 26, was dragged off by 
Chinese security men in 1981 
after living with Bellefroid for a 
short period. 

— DAVID BONA VIA 








After good news 








BUSINESS 


indonesia raises a major 
loan in Japan 

Indonesia is to borrow Y 24 bil- 
lion (US$99.3 million) from a 
consortium of Japanese banks 
led by Industrial Bank of Japan 





‘and Sanwa Bank. The two will 


syndicate * 12 billion each, the 
former charging a fixed 0.3 of a 
percentage point above the 
current long-term Japanese 
prime rate of 6.5% , the latter a 


floating rate of prime plus 0.1 
„point, The terms of the 10-year 


loan are slightly tougher than 


seen previously. 


Since the US$1 billion syndi- 
Cation. in March, for use in 
1983-84 and led by Morgan 
Guaranty Trust, Indonesia has 
already floated a 10-year bond 
issue’ of Guilders 100 million 
(US$37 million) and is plan- 
ning to make another samurai 
bond issue in Tokyo of ¥ 10 bil- 
lion. 

"Crhe latest estimate is that In- 
donesia: will need to raise gen- 
eral-purpose loans of US$2.5 
billions. commercially during 
1983-84. which began in April. 


At. will have raised nearly 50% 


of\this by early in the second 
quarter. 
= SUSUMU AWANOHARA 


Concern grows over 
Jakarta's trade deficit 
about a 
g düak rise in Indonesia's 
oreign-exchange reserves 
(REVIEW, July 14) there are 
now worrying signs about the 
effectof the trade deficit on the 
current" account. Central 
Bureau of Statistics figures in- 
dicate a trade gap of US$627 
million for the first quarter of 
this year, compared with a 
surplussof US$1.55 billion in 
the same 1982 period. The de- 
ficit resulted from a 17.4% 
drop in exports to US$4.55 bil- 
lion and a 30. 1 96 rise in imports 
to US$S.18 billion. Meanwhile, 
inflation in the first half 
reached 9.01%, up from 5.8% 
recorded in 1982. 

— MANGGI HABIR 


Small firms are forced 
into Seoul's kerb market 


The South Korean Govern- 
ment’s tight-credit policy is be- 
ginning to affect seriously 
many fund-hungry X small 
businesses. A recent survey in- 
dicated that nearly 25% of 
small and medium-sized com- 








panies covered were raising 
funds by selling promissory 
notes on the kerb money mar- 
ket, the underground lending 
facility charging up to 30% an- 
nual interest against 10% by 
the banks. The small firms’ 
plight has deepened as large, 
family-dominated conglomer- 
ates to which they supply goods 
have resorted to payment in 90- 
day notes that they find dif- 
ficult or impossible to discount 
at commercial banks. 

— SHIM JAE HOON 


China Resources gets a 
Hongkong registration 
China Resources Co., the 
Hongkong trading arm of 
China's: Ministry of Foreign 
Economic Relations | and 
Trade since 1948, has regis- 
tered asa Hongkong company. 
Thé new company, China Re- 
sources Holdings, has a regis- 
tered capital of HK$20 million 
(US$2.8 million). China Re- 
sources ‘many subsidiaries are 
in the process of registering in 
Hongkong: The consolidation 
of the:Chinà Resources network 
coincides with the opening of its 
new -headquarters in Hong- 
kong 5 apars district. 

— TERESA MA 


Piht Grid Shell set up 
property venture 


TT y, 


a | 
Malaysia's Promet has entered 
into-a-joint-venture with Shell 
for a M$167 million (US$72 
million} 4 \yproperty-develop- 
ment project. The agreement 
was signed on July 11 with 
Bukit Naga Holdings, a com- 
pany owned by Shell Malaysia 
Retirement Benefit Fund and 
Shell Sarawak and Sabah Re- 
tirement Benefit Fund. The 
company, to be called Bukit 
Naga Development, will have a 
paid-up capital of M$40 million 
of which 5195 will be held by 
Bukit Naga and the rest by 


Promet. — K. DAS 
Sri Lanka borrows 
from Tokyo government 


The Japanese Government has 
agreed toextend to Sri Lanka a 
loan of ¥ 16.8 billion (US$69.9 
million) during the fiscal year 
that begat? On April 1. Tokyo 
will make 4 project loan of 
Y 10.98 billion and a commod- 
ity loan of X5.8 billion to help 
Sri Lanka improve its interna- 
tional airport and the Colombo 
harbour./Japan has lent a total 
of ¥95.3 bithon to Sri Lanka. 
— MIKE THARP 
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e for a reasons hee cannot 


-]- make the trip until Chinese Premier. 


Zhao Zhiyang has made an official 
: sit to the United States. The US 
. Embassy in Peking has been 
| working on a plan for Zhao to make 


{| an official visit to Washington late 


-this year. The Chinese have said 
they will decide on the trip after 
ng how ecent 





iberalisation of US technology 
|t ansfer to China is ‘implemented. 
- SPARRING PARTNERS 





| Australian Foreign Minister Bill 
. Hayden, a principal Labor Party - 
| advocate of an independent M 
| Australian foreign policy, had his . 
first major test. during his meeting 
with United States Secretary of State 
. George Shultz in Bangkok. 


pe Although Shultz did no use the term 


“stupid” to describe the Australian 


1 approach to Vietnam (which he did 


-in talking to Asean foreign ministers 
earlier) he nevertheless gave 
Hayden a lecture on the nature of 
Soviet and Vietnamese 
expansionism. Hayden later 
described the American approach 
as "theologi | counter 
















visitin June 


president, made ze 
ted formally over 


(July 8). Ulan Bator pro: 
Chinese criticism of forcible expulsion of 
ethnic Chinese fron Aongolia - (July 8). 
Painter Li Shuang, who was detained two 
years ago because 
French diplomat, was released (July 9). Unit- 
ed States Defence ‘Secretary Caspar Wein- 
berger is to vi: g. diplomatic sources 
said (July 1H). 


Director of Information Services Peter 

Tsao was refused a visa to travel to Peking for 
talks on Hongkong's future (July 9). Gover- 
nor Sir Edward Youde arrived in Peking for 
the talks (July Hy 


INDIA 

Thirteen members of the Communist Party 
of India-Marxist were killed in armed clashes 
in West Bengal (July 7). A barrier will be 
erected. along o Assam's border. with. 
| Bangladesh to keep ut legal immigrants, i it 





























ot a love affair with a | 





Acl s brush Vh 
the precursor of a 
tation when he visits | 
| month to discuss 
the Anzus treaty linking Australia 
| and New Zealand with the US. 


PRIVATE PLANNING 

Jakarta's economic policymakers 
are busy putting together the fourth. 
five-year plan starting next year, 
and the broad outlines will be 
announced by President Suharto 

in his National Day speech in mid- 
August. Renewed emphasis will be 
placed on the role of the private 





i sector in national economic 


development, This sector, it will be 
argued, has been overshadowed 

by the public sector as a result of the | 
oil boom which started in 1973. Now. 
the oil boom is over the private 
sector will need to play a more 
important role, Suharto will say. 
The fourth plan will also 


incorporate sweeping tax reforms. 


| ONSHORE OFF 


Plans to aHow foreign firms to 


| become involved in onshore oil 


exploration in China suffered a 
setback at the recent National 

| People's Congress (NPC). Sources 
in Peking $aid the Ministry of 
Petroleunrhad hoped that an overall 
plan for joint-venture exploration 
projects woulg gbe approved, but 


was Gna Uu 8) A paramilitary task 
force is to: be raised to keep the peace in. 
Assam, state authorities announced (aly 12). 


JAPAN | 
Defence: E in the budget for fiscal 
1984 was increased by 6.88% (July 12). 


MALAYSIA 


Since April, 95 Beenie , including 25 for- 
eigners, have been arrested on drugs charges 


| group apparently objected to 
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which carry the death penalty, it was an- | 


nounced (July 10). The government is inves- 
tigating press reports that workers at a gov- 
ernment-sponsored oil-palm project endure 
slave-like conditions (July 11). 


NEPAL 

Prime Minister Surya Bahadur Thapa re- 
signed after losing a vote of confidence fol- 
lowing the.resignation of 22 of his ministers 
(July 11). Lokendra Bahadur Chand was 
elected prime minister by the national assem- 
bly July 12}. 


PAKISTAN 


| 





A banning order immosed on July 3 on op- | 


.position leader Sardar Sherbaz Khan was. 
| lifted. President Zia-ul Hag appointed a com- | 1. 2. 


| foreign firms compa 
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.| Ata time when China has be 
| getting friendly signals from 
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 Public-transport drivers in 

on a one-day strike in protest agains 

prices (July 11). More than 20 






























rendered in Abra province, | 
military authorities said- bo 


Suh Suk Joon was andi 
mier and economic planning. 
Choo d. Bok was ipe: 


The government denied Amnesty Inte 
tional allegations that political suspects ha 
been tortured (July 6). Armed groups a 
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The Sino-British talks on Hongkong enter a crucial phase 





Forward to Square Two 


By Derek Davies and Mary Lee 


Sino-British talks 
on Hongkong's fu- 
ture entered a new 
and probably cru- 
cial phase in Peking 
on July 12 amid 
signs that there are 
still pitfalls, apart from the controversial 
issue of sovereignty, which will need care- 
ful circumventing. 

Hongkong was not expecting much 
‘from the joint statement at the end of the 
two-day talks — but got rather better than 
it thought. The negotiations were de- 
scribed as “useful and constructive.” This 
undoubtedly reflects a new awareness on 
Peking's part of the fragility of confidence 
in Hongkong, its markets and its currency, 
which all slumped back in the days when 
various Chinese spokesmen were painting 
threatening scenarios, and which all 
climbed back sharply with the news a few 
weeks ago that the talks were to be re- 
sumed in an evidently improved atmos- 
phere. 

The news that the talks will be resumed 
within two weeks at the most is also en- 
couraging — evidence that the negotia- 
tions have indeed acquired a new momen- 
tum. reflecting the desire of both sides to 
minimise uncertainty and reach an under- 
standing as soon as possible. 

China clearly displayed its sensitivity — 
but over who represented Hongkong's in- 
terests rather than over sovereignty — in 
the few days leading up to the start of the 
second phase. Governor Sir Edward 
Youde, a member of the British delega- 
tion headed by Ambassador Sir Percy 
Cradock, walked into a diplomatic 
minefield when replying to a question dur- 
ing a July 7 press conference on whom he 
would be representing at the negotiations. 

Youde said categorically: “I am the gov- 
ernor of Hongkong . . . Indeed I represent 
the people of Hongkong. Who else would 
| represent?" Youde had just returned 
with members of his policymaking Execu- 
tive Council from London where he dis- 
cussed Hongkong's future with British 
Prime Minister Margaret Thatcher and 
Foreign Office representatives. It was the 
first time he had defined so decisively his 
role to a seemingly leaderless community. 

Youde, an experienced diplomat, had 
clearly contradicted Peking's earlier state- 
ments that he could represent only the 
British. China regards Hongkong as part 
of its territory, whose people are compat- 
riots — thus part of the same family whose 
interests are a domestic issue and no con- 
cern of Britain. A Chinese Foreign Minis- 
try response the next day said: "Mr Youde 
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will take part in the talks as a member of 
the British Government delegation. 
Therefore he can only represent the 
British Government in the talks.” 

After thus correcting Youde, the 
Chinese Foreign Ministry went on to re- 
fuse a visa for a last-minute addition to 
Youde's team from Hongkong — Direc- 
tor of Information Services Peter Tsao, 
who was to have joined political adviser 
Robin McLaren and chief government in- 
terpreter Y. P. Cheng as the governor's 
personal press officer. 

The Tsao incident had all the ingre- 
dients of a classic diplomatic gaffe: in 
May. he had told a British newspaper that 
if a solutión over Hongkong's future was 
not reached, he himself would emigrate. 
Next came the government's announce- 





ment, immediately after Youde's press 
conference and before securing Peking's 
assent, that Tsao would be going. 


he pro-Peking Hongkong newspaper 
the New Evening Post retorted the fol- 
lowing day: "We shall know in a couple of 
days whether Peter Tsao will really ac- 
company the governor north . . . One is at 
a loss just how he could have been re- 
quisitioned for [Youde's] personal ser- 
vice. As is known to all, the talks are a 
matter between China and Britain and 
there can be no interference by third par- 
ties.. . Details of the talks will naturally 
not be disclosed. Even if there is any news 
to be made public, this would be a matter 
for the representatives of China and Bri- 
tain.” 
The Hongkong Government's mistake, 
as one independent Chinese daily in the 


„OF COURSE. YOU CANNOT S 
FOR THE PEOPLE OF HONGKONG? 





territory, the Economic Journal, pointed 
out, lay in miscalculating China's likely 
reaction to Tsao's presence in Peking dur- 
ing the talks, given:that Youde had al- 
ready tripped up on the question of whom 
he represented. The New Evening Post's 
scathing response clearly showed that Pe- 
king did not share the Hongkong Govern- 
ment's concern that a press aide should 
manage more than 40 local reporters cov- 
ering the talks. 

Youde obviously needed some help: 
press photographs and TV screens once 
again showed the small-statured governor 
almost overwhelmed by a stockade of 
waving microphones, entangled in a tele- 
vision cable and being pursued re- 
lentlessly by | Hongkong reporters 
whenever he appeared in Peking. A con- 









voy of cars carrying reporters shadowed 
Youde's limousine when it emerged from 
the British Embassy; and headed for the 


| first session of the new talks. which were 


held in a guest house in Peking’s old lega- 
tion quarter, 

Analysts added that China, already un- 
happy with Britain's commitment that the 
solution must be acceptable to the people 
of Hongkong as well'as to the two govern- 
ments, probably saw Tsao's presence as an 
attempt by Youde to secure a position for 
Hongkong at the talks via the back door. 
It is not clear how Peking would have re- 
sponded had London, and not Hongkong, 
submitted Tsao's name, thus observing 
protocol. 

Arguably, Peking's. decision to deny 
Tsao a visa may be no more than a heavy- 
handed reminder that:China — not Brit- 
ain and certainly not Hongkong — has the 





By Shim Jae Hoon 
- Seoul: The focus of South Korea's latest 
cabinet reshuffle, announced on July 6, is 
on former interior minister Noh Tae Woo, 
50, a'retired four-star army general who 
waS replaced by former defence minister 
— Choo Young Bock. Noh had been widely 
— —Hpped as successor to President Chun 
—— Doo HWan, who is expected to step down 
in'1988 at the end of his present term. 
Noh, a'tally urbane former classmate of 
Chun at the Korean Military Academy, 
was wkey figure in helping him assume the 
presidency almost a year after the assassi- 
— mation of president Park Chung Hee in 
— 1979; Since his discharge from active ser- 
— Mice in July 1981, Noh has held a string of 
——  edbinet-level positions — first as state 
- — minister in charge of national security af- 
— — fairs. In Match 1982, he was appointed to 
- — (he new post of sports minister, but a few 
months later he. moved to the Interior 
— A Ministry to replace Suh Chong Hwa. Suh 
— had resigned, taking responsibility for the 
killings last year of more than 50 innocent 
- people by a drunken and apparently de- 
M manged policeman. 
—— p Noh'sssudden removal from the power- 
— — ful Interior Ministry — which is responsi- 
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| By Kedar Man Singh 
—— Kathmandu: Lokendra Bahadur Chand, 
— 44, who led the opposition movement to 
oust former prime minister Surya 
-— Bahadur Thapa, was elected prime minis- 
—ter on July 12 by the National Panchayat, 
— or assembly. Chand received the votes of 
107 of the assembly's 140 members just a 
— day after Thapa suffered a crushing 108-17 
—— defeat in a no-confidence vote. 
| Thapa. 55. who was unanimously 
cted prime minister in June 1981, came 
under fire from Chand and fellow opposi- 
— tion leader Prakash Chandra Lohani for 
- alleged dishonesty and corruption in of- 
fige; Thapa had denied the charge and re- 
— sisted pressure to step down voluntarily. 
The former prime minister presented his 
_ resignation to King Birendra after the 
Vote: in the course of the debate, the 28 as- 
» semblymen appointed by the monarch 
had voted against the prime minister. 
Twenty-two of Thapa's 35 ministers res- 
igned just before the no-confidence vote 
in protest at their leader's economic poli- 
tics and alleged malfeasance. 
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evolving-door cabinet 


. Noh Tae Woo, once tipped to succeed President Chun, is 
moved to a powerless post from his job as interior minister 


ble for the national police and provincial 
government administration to the 
largely non-political chairmanship of the 
Korean Olympic Organising Committee 
has provoked speculation about his politi- 
cal future. Two theories are offered to ex- 
plain the move. 

One ts that Noh himself asked for the 
transfer because he was becoming weary 
of running the controversial police force. 
The national police has found itself the 
target of public criticism, not only over the 
massacre last year, but also Over the re- 
cent killing of a business executive by a 
police officer in the course of a Criminal in- 
vestigation. Noh, with his sights fixed on 
the future, sought to save his prestige by 
bailing out, the theory goes. 

The second theory ts that Noh has fallen 
out of favour with Chun, who in recent 
months has relied more On the talents of 
civilian technocrats. Some observers think 


| Noh's transfer conforms with a trend dis- 


cernible since last year when Chun re- 
moved, also abruptly, retired brigadier- 
generals Ho Hwa Pyong and Ho Sam Su. 
The two had been close aides who had as- 
sisted Chun in his political transition. 


- Upset in the panchayat 


_ Thapa is replaced as premier by an opposition leader after 
. amass defection of ministers and a no-confidence vote 


Thapa had been a close confidant of the 
Western-educated King Birendra. He was 
appointed prime minister by the King in 
June 1979 following the king's announce- 
ment a month earlier that the country’s fu- 
ture political system would be decided in a 
national referendum. The king's an- 
nouncement came after two months of 
student demonstrations for a new political 
set-up and an improved education system. 

Between Thapa's appointment as prime 
minister and the national referendum in 
May 1980, he successfully rallied support 
for the two-decades-old partyless pan- 
chayat system of government, but with re- 
forms. The reforms included the election 
of the National Panchayat unicameral 
legislature and the election of the lowest 
tiers of government — that is, the village 
or town panchayats — on the basis of adult 
franchise; the election of the prime minis- 
ter by the house, and the government's re- 
sponsibility to the general public through 
the national legislature. The continuance 
of the panchayat system was narrowly ap- 
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Choo Young Bock, Noh's successor as - 
interior minister, is a loyal supporter of 
Chun who helped to stabilise the military 
establishment in the wake of Chun's take- 
over in 1980. The short, retired air force 
chief of staff is generally considered a 
hardliner with little time for opposition 
views. How he will tackle campus unrest 
and increasing opposition activity against 
the government will be watched closely. 
Noh's exit from front-line polities, how- 
ever, is not expected to bring any im- 
mediate realignment in the existing power 
structure. While Chun remains at the pin- 
nacle of power, Noh is still a senior repre- 
sentative of the military establishment. 


he appointment of Suh Suk Joon as 

deputy premier and economic planning 
minister also caused some surprise. Suh 
was fired from the post of commerce and 
industry minister last year in an extensive 
reshuffle triggered by the kerb-market fi- 
nancial scandal. Suh, 45, is not only the 
youngest cabinet member, but also the 
youngest man to become deputy premier. 
He was part of a small elite managing the 
country's economy which, over the past 
two decades, has witnessed spectacular 
growth — and rampant inflation. 

Suh's appointment was apparently 
aimed at bringing some credibility to the 
government's major economic policies, 
such as those aimed at keeping inflation 
down, raising. the growth rate and 
liberalising the capital market. In view of 
rising concern over sluggish investment 
and exports, rampant speculation in 
everything from housing to golf-club mem- 





Thapa: ousted 


proved in the referendum, and Thapa was 


| elected prime minister in 1981. 


The anti-Thapa movement was first 
launched by a disgruntled group of assem- 
bly members who had been ousted from 
their previous posts in the 1981 general 
election and in a cabinet reshuffle last Oc- 
tober. The campaign against Thapa later 
drew support from the king's appointed 
assembly members. Although Thapa is 
considered to be a pragmatic and shrewd 
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upper hand in steering the talks. But the 
fallout from Youde's remark served as a 
reminder that, despite a "better under- 
standing of each others position" after 
nine months of "useful exchanges." à 
great deal of ground remains to be co- 
vered, though both sides have said that 
Youde's remark will not affect the negoti- 
ations. 

It is increasingly evident that — as the 
REVIEW first reported (July 7) — the issue 
of sovereignty has been defused and cir- 
cumvented. This -lies in London's 
acknowledgement that, even if it sticks to 
the 19th century treaties under which Brit- 
ain acquired Hongkong, the British would 
have no legal basis to remain in the New 
Territories after the lease on that portion 
of the colony expires in 1997 — and 
that there is no practical way they. can 
hang on to the Kowloon peninsula and 
Hongkong Island itself once they are be- 
reft of their hinterland. In return, in- 
formed sources say, China has indicated 
that it will not press for any change in 
Hongkong's status until 1997. (Thus its 
spokesmen are sticking to the still-com- 
forting formula that China will reassume 
its sovereignty over Hongkong when the 
time is "right," or "ripe" or "opportune. ") 

The talks are therefore about how the 
British will work to facilitate the 1997 
change of status and the guarantees and 
assurances they can extract from Peking to 
satisfy their desire to safeguard the in- 
terests of the people of Hongkong and 
thus achieve an eventual "honourable 
withdrawal." 


B commitment to find a solution 
acceptable to the people of Hongkong 
is a problem in itself, since the govern- 
ment is unlikely tO hold a referendum to 
assess the acceptability of any solution 
(Peking would nevérassent to this). There 
is also no elected institution that can claim 
to speak on behalf of the public. How 
London will be able to keep its pledge re- 
mains to be seen. >> 

But what in fact do the people of Hong- 
kong want? There tsa clear answer to that: 
the majority, as opinion polls have indi- 
cated, prefers the status quo, Youde told 
Thatcher and Foreign Office ministers 
that the people “attached great impor- 
tance to their lifestyle; to their freedom to 
come and go . . . and-do their own thing, 
and thev are looking for continuity." Con- 
tinuity of what, he did not say. 

If Youde's assessment is correct, then 
Hongkong people are hoping for a solu- 
tion that will provide the best of both 
worlds —. Chinese sovereignty and a 
British buffer (of undetermined form) to 
protect their style of life and high standard 
of living from ‘interference by China. 
Thereafter, opinions are divided. The 
younger generation, particularly univer- 
sity students, want a more democratic 
form of administration, but this sends 
shudders down the collective spine of the 
business establishment. 
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The students are already very keen on 
China's proposed gangren zhigang (self- 
administration by Hongkong people) 
plan. Even government officials grudg- 
ingly admit that the gangren formula is a 
masterful stroke in China's campaign for 
the hearts and minds of Hongkong 
people, particularly the younger genera- 
tion. However, influential wealthy local 
Chinese and many middle-class profes- 
sionals, who have a pathological fear of 
politics, particularly socialism, and who 
have vested interests in maintaining the 
existing elitist system of administration, 
think those who support the gangren plan 
are “dangerously naive.” 

A new variation of the self-administra- 


| tion plan has also recently emerged — put 





forward by a newly appointed member of 






Youde pursued by the press; 
Tsao: a classic gaffe. 


the Chinese People's Political Consulta- 
tive Conference standing committee, local 


industrialist Ann Tse-kai. Ann told the | 


REVIEW: “The law is above individuals. 
Hongkong should be governed by Hong- 
kong laws. With law, you have order, then 
stabilitv, followed by prosperity." 
Meanwhile, confidence which resur- 
faced in the Hongkong stockmarket be- 
tween June 30 and July 8 is once again 
hanging in the balance. Analysts maintain 
that much of the HK$1.85 billion (US$260 
million) traded that week (the Hang Seng 
Index soared more than 95 points) came 
from local Chinese who felt that the sec- 





ond phase of talks constituted progress. 
As far as foreign investors are concerned, 
one analvst said: "Nothing has changed. 
What our clients want is reassurance that à 
solution; which has to ensure an adminis- 
tration independent of Peking, will work. 
Every aspect of Hongkong's future gov- 
ernment must be dealt with at the local, 
rather than the federal level." 

Analysts expect the same level of leak- 
age from the current talks on substantive 
issues as that which prevailed in the past 
nine months. "We will probably know, 
over the next three months, whether the 
chances of an administratively indepen- 
dent Hongkong are rising or falling," one 
said. 

Observers were meanwhile currently 
cheered by news that the second phase of 


i 
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=’ a. m 


the talks was to concentrate on the nitty- 
gritty of a solution — details like who will 
appoint the governor and to whom he will 
answer — rather than on sovereignty. Re- 
ports from various people who have met 
Chinese elder statesman Deng Xiaoping 
recently confirm earlier accounts that Pe- 
king now feels that once the administra- 
tive arrangements for Hongkong are 
sorted out, the sovereignty issue will re- 
solve itself, 

On the first day of the talks, Chinese 
Foreign Ministry spokesman Qi Huaiyuan 
denied a report in a Hongkong news 
magazine that China had told Britain il 
would revise its constitution in order to 
guarantee that Hongkong would continue 
as a capitalist society with different status 


from the rest of China after the 
sovereignty issue was resolved. The 
spokesman reiterated Premier Zhao 


Zivang's statement in his report to the Na- 
tional People's Congress last month that 
"China will at an opportune moment re- 
cover Chinese sovereignty over Hong- 
kong and take appropriate measures to 
maintain its prosperity." In any event, the 
report was incorrect because China has al- 
ready taken account of cases such as 
Hongkong's through the provision for 
special administrative regions. 
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growth, stalled major business organisa- 
tions have expressed worry over the pres- 
sure on Seoul's international balance of 
payments. While South Korean workers' 
remittances from overseas have dropped 
due to construction layoffs in the Middle 
East, South Korea's overseas debt has 
soared to US$37 billion — equivalent to 
more than half its gross national product. 

Suh replaces Kim Joon Sung, a former 
business executive and banker whose 
watchword has been stabilisation. Kim's 
retirement had been expected after the 
theft from his home of several hundred 
million won worth of commercial paper 
caused controversy. The revelation of his 
personal. wealth, clouded, his political 
image. 

Suh Chong Hwa; no relation to the de- 
puty premier, has been brought back into 
government only a year after he resigned 
in. the wake of the policeman's killing 
spree. His appointment as secretary-gen- 
eral of the advisory council on peaceful 
unification policy,.a'job which does not 
carry political weight, has been widely 
criticised by the opposition, Many thought 
that he should have been kept out. 

Leading opposition figures generally 
termed Chun's 12th cabinet shakeup since 
September 1980 — when he first assumed 
the presidency — disappointing. They 
thought Chun had failed to come up with 
fresh faces and talent.."In and out, old 
faces are passing. through. revolving 
doors," commented one opposition 






member of the National Assembly. Uu 
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politician, his one, main weakness has 
been his inability tọ control the power of 
the rank-and-file ministers in the assem- 
bly. 

Chand was appointed to the assembly in 
1975 and was elected in 1981 from the con- 
stituency of Baitadi, about 500 kms west 
of Kathmandu..,He, was chairman of the 
assembly from 1980-81 and had previously 
served for five years as its deputy chair- 
man. 
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Vietnam tries to exploit differences between <0) ec) doll 
Asean and China over a solution for Cambodia -> = c? cm Hi 
By Nayan Chanda muig FRE if 


Bangkok: Despite the appearance of 
unity between Ascan and China on resolv- 
ing the Cambodia question, serious di- 
vergences underlie their approaches to the 
problem. Encouraged by the growing 
signs of uncase between the two, Vietnam 
has stepped up pressure to make Asean 
countries Openly. dissociate themselves 
from China and reach an accommodation 
with a Hanoi-dominated Indochina. 

In contrast, with the defensiveness of 
recent Chinese comments on Cambodia, 
Vietnam's statements seem to exude a 
rigid self-assurance. Asked for his reaction 
to Asean's new-found flexibility — as de- 
monstrated n its latest joint communique 
on June 25 which. dropped the insistence 
on the International Conference on Kam- 
puchea (ICK yas a. framework for a solu- 
tion — a Vietnamese source abruptly dis- 
missed it a “nothing new." 

A Radio Hanoi commentary on June 27 
ignored the softer Asean approach and 
the grouping’sicall for “constructive con- 
sultations^ with, Vietnam. On the contrary, 
it chided Asean foreign ministers for their 
failure to mention in the communique “a 
mountain-sized: reality, namely the threat 
of China to peace and security in South- 
cast Asia." The Commentary even went on 
to suggest that the Asean meeting “was 
held under the direction of Peking." 

Refusal to acknowledge publicly the op- 
ponent's softened approach before the be- 
ginning of negotiations is, of course, a typ- 
ical bargaining ploy.;But in view of the dif- 
ficulties that Asean is experiencing with 
China and also with the Khmer Rouge, 
the five-member grouping finds the un- 
yielding Vietnamese position particularly 
frustrating. 

One Asean foreign minister, who did 
not want to identified, told the REVIEW: 
"The Vietnamese must have intelligence 
sources to know that Asean is just waiting 
for an opportunity where we will not be in 
this uncomfortable position of following a 
policy which. appears to be the same as 
China's, of course for entirely different 
reasons. " 

Both Asean and China have been call- 
ing for withdrawal of Vietnamese troops 
from Cambodia and the formation of a 
freely elected government. But the com- 
mon ground does not go beyond the enun- 
ciation of general principles: there are 
serious disagreements over the concrete 
steps needed to achieve those two objec- 
tives. China has been unhappy about re- 
cent Asean initiatives, such as Malaysian 
Foreign Minister Tan Sri Ghazali Shafie's 
proposal for à so-called five-plus-two 
(Asean plus Vietnam and Laos) dialogue, 
and Thai Foreign Minister Siddhi Savet- 
sila's offer to visit Hanoi if Vietnamese 


people and "give support to the aggres- E 


formed dast year between the Khmer 


troops withdraw 30 kms from. the: Thai? 
Cambodian border. e 
Neither has Peking disguised its irritas — | 
tion at Siddhi's offer to act asa mediator — 
between China and Vietnam — an offer. i 
that implicitly accepted the Vietnamese 
argument that the Cambodia problem is) — 
essentially between Hanoi and. Peking.’ — 
While : publicly supporting the Asean — 
foreign ministers’ joint : communique, - 
China has indicated its reservations about 
Asean’s desire to seek a political settles 
ment of Cambodia outside the framework; _ 
of the United Nations. lo nommer 
A People's Daily commentary on the 
Asean communique praised its principled’ — 
stand, but went on to enumerate the UN. 
General Assembly resolutions calling for 
the immediate withdrawal of Vietnamese _ 
troops from Cambodia. By contrast, the’ 3 
Asean communique did not repeat its past) — 
insistence that Vietnam respect all the UN. — 
resolutions on Cambodia. It called on Viet 
nam only to consider “elements cons - 
tained in the declaration of the ICK." AI 
Radio Peking commentary on June-26:. 
warned that any political settlement not 
based on the UN resolutions would under- — 
mine the interests of the Cambodian ~ 
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sors. Ju. j 
he commentary concluded by urgin 
the world to support the anti-Vietnam- 

t - v4 "Oda, othe al 
ese Democratic. Kampuchea ‘Coalition — 


Rouge and groups led by Son Sann and 
Prince Norodom Sihanouk. The Peking 
commentary also called for "pressure on — 
Vietnam in all respects to compel it to im- 
plement the resolutions of the UN Gen- 
eral Assembly session and to withdraw ~ 
completely its troops from Cambodia." 
Peking clearly fears that any attempt to | 
bring about a Vietnamese withdrawalout- — - 
side the UN framework would go against 
the interests of the Khmer Rouge, whose 
strongest card is the "legitimacy" drawn - 
from the continued membership of the 
Democratic Kampuchea coalition in the 
United Nations. Although China strenu- - 
ously denies that itis seeking toestablisha 
sphere of influence in Cambodia, Asean E 
believes that China's principal objectiveis — 
to weaken Vietnam through a protracted’ 
conflict and restore its Khmer Rouge al- 
lies to power, at least as a partner of a coal- 
ition, o FILME 
One worrying thing about China and' ^ 
the Khmer Rouge, à senior Asean official * 
pointed out, is that they seem to have gone — 
back on a previous stand. In 1980 Chinese 
leaders promised Singapore Prime Minis- 
ter Lee Kuan Yew that China would ac- 
cept whichever political group came to 
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"ih power. the non:comminist 
uping is opposed to any future domin- 












ud -time ‘rival President: ‘Ferdinand 
os has béen followed by hints from 
US State Department that 
ington is looking “beyond the Mar- 
“ to the political scene which is 








ra" 
/ to follow. | 
e most important indication ofa pos- 
shift away from Washington's almost 
iqualified support for the Marcos regime 
eon June 26 when Paul Wolfowitz, as- 
stant secretary of state for East Asian 
id. Pacific affairs, suggested in a speech 
ore the US Congress that Marcos 
ld consider relaxing. controls on the 


George Shultz’ visit to Manila on 


i "wanted re e positioning 
elf to deal with the forces which NES 
ly to replace Marcos. 
-The Marcos regime is entering its 
wilight, and we don't want to find our- 

Ives in the same position as we di 
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tion tóreturr tó po et in Ca 
argue that the talk of disarming (which 
Asean feels would ensure free elections 


Official said, 
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and thus serve as a guarantee to Vietnam 


| that the Khmer Rouge could never return 
to power) will demoralise | the Khmer 


Rouge fighters. “My point is,” the Asean 
“why should: it demoralise 
them? Obviously it will demoralise them if 
they know they have got no chance, which 
means that the only chance they have is to 
use force of arms.” 

In fact, the then: ‘Demiocratie Kam- 
puchea foreign. minister. Teng Sary gave 
the truth away in 1981 while arguing with 
the same official. He defended the need to 
stay armed on the grounds that “our 
people expect a reward after the war is 
over." The rew ard me ans return to power, 


1 which i is not an unnatural desire, the offi- 


cial said. But he added: “We look atit as if 


- | you [the Khmer Rouge] are paying for 


your sins, you are not building up credit 


for the future." 


ere we Strong indications that the United States i is o 
Faking J jpeyond the Marcos. regime to penes alternatives 





. tion, which has become increasingly frus- 


the State Department officials’ comments 








tsp their pare call foran indepen- 
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real] blicy shift on 
the part of the administrati Of President 
Ronald Reagan. They argue instead that 
Washington intended only to smooth the 
ruffled feathers of the Philippine opposi- 

















trated with the US administration's appa- 
rent indifference to Marcos’ human-rights 
record. Former US president Jimmy Car- 
ter had been more outspoken on the sub- 
ject. The Reagan administration’s public 
avoidance. of this sensitive issue has 
brought | about improv ed. bilateral. rela- 
tions. u 
Other Philippine observers Bélieve that 


were / "primarily designed to bolster 
Reagan’s re-election prospects by distanc- 
ing him from Marcos. Reagan is likely to 
E another four-year term as president 
November 1984. However, Wash- 

it new mood has. bee 











position figures. and Mule seems deter- 
mined to exploit the shift to work his way 
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back into Manila’ s political. scene. 
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know that we annot have a ‘Cambodia 
that is anti- Vietnam. I am not sure we can 
have a Cambodia that is completely neu- 
tral. It will have to be friendly to Vietnam, 

but there is no reason why it cannot also be 
friendly to Thailand." 

Asean does not even have a rigid oppos- 
ition to the presence of Vietnamese troops 
in Cambodia after a political settlement. 
Asean foreign ministers asked Australian 
Foreign Minister Bill Hayden to make it 
clear to Hanoi that, as Hayden put it, 
"they had no objections to Vietnam being 
in Cambodia; their objection was the way 
in which Vietnam was in Cambodia." Cit- 
ing a hypothetical case in which an elected 
neutral government in, Cambodia invites 
the Vietnamese to suppress the Khmer 
Rouge, who, áfter being excluded from 
power, begin a civil war, one Asean 
foreign ministër said; “I don't really see 
how at that stage anybody could say ‘keep 
out’. It would be a different situation al- 
together." 

Indonesian Foreign. Minister Mochtar 
Kusmaatmadja, who is now the chairman 
of the Asean standing committee, even 





tives on June 23, Aquino attacked the 
Marcos regime and claimed that a military 
takeover was imminent. He said that Mar- 
cos’ control of, the military and the 
bureaucracy was total, but that the gov- 
ernment was bankrupt . and the economy 
sick. He asserted, that,a combination of 
political forces comy ing the military, 
the president's Ida, 
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loyalists will be th e j mai 1 players in a con- 





di into power dues d the 
under Gen. Fabian 
chief of staff. But 


support ‘of the militat 
Ver, now armed fore 
Aquino sees M s being eased out 
of real power by the mil ary, and martial 
law being restored 7- using the continuing 
Muslim and communist insurgencies as an 
excuse to do so. Thé military, Aquino 
suggests, would then promise elections 
when law and order are estored. In the in- 
terim the military’: s opposition would be 
destroyed.. — 

But what are the political alternatives? 
The moderates want the US to review its 
policy towards the Marcos government 
and to open its eyes io the decay which 
they say afflicts thé present system. On 
June 12 the moderaté Ünited Nationalist 
and Democratic Otganisation (Unido) 
ut. forward a t fe mula forg 
ional unity and re oncil 
for: M 




























































threatened to put 

Rouge if China tried to block Asean at- 
tempts to seek a political settlement. In an 
interview with the REVIEW he said: 
“Asean should be aware of its strength. 
We have to employ a certain brinkman- 
ship with regard to China. We have to test 
how far we can go and not shrink back 
every time the Chinese [make an objec- 
tion] because they need us as much as we 
do them." 


he Chinese card is the Khmer Rouge 

which “is not worth very much,” he 
said. "So to make them [the Chinese] 
amenable | would put pressure on the 
Khmer Rouge." He said that the West can 
apply pressure by calling for the removal 
of Pol Pot, Khieu Samphan and leng Sary 
from the leadership, and also by calling for 
the dropping of the Khmer Rouge flag and 
national anthem, which are still used by 
the coalition government. 

The question is why, despite such a con- 
ciliatory approach by Asean, the Viet- 
namese are not responding to the Five's 
formula for a solution to the Cambodia 
problem. Singapore Foreign Minister S. 
Dhanabalan said: “If the Vietnamese are 
in Cambodia because of the Chinese 
threat then there is a way out." Asean is 
apparently prepared, for the sake of its 


which political opposition figures have 
been suppressed. 

» The abolition of the Presidential Com- 
mitment Order, which is an arrest order 
served on people suspected of subversive 
activities and which has led to alleged 
abuses by the military. 

» The withdrawal of the military from 
purely civilian affairs, particularly elec- 
tions and court proceedings. 

Unido's formula seemed to offer Mar- 
cos an opportunity to patch up relations 
with the moderates, who then might be- 
come his allies against a more intractable 
enemy — the Muslim and communist in- 
surgencies. which have raged for years 
(Review, Mar. 10). The country's Roman 
Catholic Church, through its influential 
spokesman, Archbishop of Manila Cardi- 
nal Jaime Sin, has also called for unity and 
reconciliation, and even some Marcos ad- 
ministration loyalists see Unido's move às 
conciliatory. Marcos has not yet shown 
any interest in Unido's plan. 

Unido also appealed “to our brothers in 
the armed opposition . . . to give demo- 
cratic processes a last chance by joining us 
in the forthcoming elections." Unido has 
registered itself as an organisation ready 
to field candidates in the 1984 elections, 
but it has said that if the elections are not 
honest, it will disband as a political party. 
It knows that its participation in the elec- 
tions will legitimise and lend credence to 
Marcos if he wins. But Salvador Laurel, 
Unido president and current member of 
the National Assembly, told the REVIEW: 
"We will force the regime to spend more 
money in the elections by fielding strong 
candidates. That way we accelerate the 
economic collapse of the regime." 

The National Democratic Front, which 
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re on the Khmer 


own stability as well as for the sake of 
Vietnam's security, to adopt all necessary 
measures to prevent China from using 
Cambodia to threaten Vietnam. Ghazali 
told the REVIEW that of the three specific 
threats from China listed by Vietnam, 
Asean could do nothing about the first — 
the Chinese military pressure from the 
north. 

But it can make sure that China cannot 
use Asean members’ territory to pressure 
the Vietnamese through Cambodia. As to 
the third element of the supposed Chinese 
threat — the training in China of Vietnam- 
ese and Lao subversives — it is an inevita- 
ble Chinese response to the increased 
Soviet presence in Indochina. He said: “I 
have told [Vietnamese Foreign Minister 
Nguyen] Co Thach the more the Russians 
get a foot-hold in Indochina [because of 
the Cambodia conflict] the greater will be 
the Chinese effort to subvert the area be- 
cause they won t like to leave it alone. But 
he just dismissed it." 

Ghazali also reminded Thach that in the 
Vietnam war the communist insurgents 
were able to win popular support in South 
Vietnam because they were fighting a 
foreign power. “Any foreign occupation 
force is a breeding ground of subversion,” 
and this, according to Ghazali, is proving 
true in Cambodia, where non-communist 





is the umbrella organisation for the Com- 
munist Party of the Philippines and its 
armed wing, the New People’s Army, has 
so far shown no more interest in Unido's 
appeal than Marcos. The communists did 
seek a coalition with the moderates in 
1981, but the moderates backed off be- 
cause they did not want to antagonise the 


Americans, whose support they felt was 


vital if they were ever to replace Marcos. 

If Aquino returns in mid-August as 
promised and Marcos allows him to renew 
his political activities, the former senator 
will probably reform his own Liberal 
Party, which long ago fell into disarray. 
Should the Liberal Party and other major 
parties of the period before introduction 
of martial law in 1972 muster enough 
strength to field candidates against Mar- 


resistance is steadily 


among the population. Ghazali's optimism 


about the strength of the Khmer resistance 
is not shared by all his colleagues, but 
Asean leaders are convinced that Vietnam 
cannot begin to seek a respite from 
Chinese pressure unless it makes a move 
over Cambodia. 

However, the extended Asean hand to 
Vietnam to seek a solution outside the UN 
that ensures both Thai and Vietnamese 
security is likely to be rejected for the time 
being. Vietnam certainly would like to get 
some relief from Chinese pressure, but 
not at the expense of the security it has ob- 
tained in Cambodia. The civilian and mili- 
tary infrastructure in Cambodia is not yet 
ready to take the risk of an Asean-pro- 
posed political arrangement because it 
would not ensure continued Vietnamese 
predominance. 

Thus, Hanoi will turn a deaf ear to all 
proposals — from Asean, the French or 
the Australians. Underlying the Vietnam- 
ese toughness is also the conviction that in 
a few more years Asean will tire in its op- 
position to the Heng Samrin government 
in Phnom Penh and the world will become 
more apathetic. For the time being Viet- 
nam will call for dialogue with Asean — 
and at the same time work to widen the 
cleavage between China and Asean. @ 


Le 


cos in next year’s election, Unido may lose 
its reason for existence. 

Perhaps the real catalyst for change in 
Manila’s political scene is the country’s 
failing economy. An important former 
central bank official told the REVIEW that 
while the country’s external reserves 
amounted to only P 1 million (US$91 ,000) 
in 1969, after Marcos was re-elected to his 
second term, "the situation now is even 
worse." The external debt then was only 
US$600 million, but by the time Marcos 
declared martial law in 1972 it had risen to 
US$2.2 billion. And in the past 10 years 
external debt has jumped to a staggering 
US$18 billion. 

Despite government efforts, inflation 
resulting from Manila's fiscal policies 
could not be curbed. The most recent 
wage increase of P2.50 boosted urban 
workers’ average daily wages to P30-32, 
hardly enough to help out the country’s 
hard-pressed poor. In the countryside, 
things are not much better, particularly in 
the drought-stricken areas in the southern 
Philippines. 

The drought in the south was dismissed 
by the government recently as not too 
serious, and its full dimensions have been 
played down in the government-controlled 
press. One government official suggested 
that a state of calamity be declared in Min- 
danao, but Marcos rejected his plea. 
About P30 million in drought-relief aid 
was released by the government, but it is 
estimated that more than P1 billion is 
needed to rehabilitate drought-affected 
areas. The opposition accuses the Marcos 
regime of being callous, and the drought 
issue is expected to become a major issue 
in the national election next year for regu- 
lar members to the National Assembly. [i 
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state, in addition to two now under con- 
struction there; four in Gujarat state on 
JJ. The government denies that nuclear fuel will be used to 
make weapons or that a new bomb test is in the offing 
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the west coast, and four in Karnataka 
state. The idea is to set up power stations 
of four units each to achieve economy of 
scale. The 500-mw. units are also pro- 
posed to be built in clusters of four. The 
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By Salamat Ali 


New Delhi: In the continuing controversy 
over the reprocessing of spent nuclear fuel 
from the United States-supplied reactors 
at Tarapur, India argues that though it is 
not a signatory to the Nuclear Non-Pro- 
liferation Treaty, it has no intention of 
using reprocessed fuel for making 
weapons-grade plutonium. Similarly, it 
has vehemently denied recent American 
press reports which suggested that it is 
preparing to repeat its “peaceful nuclear 
explosion” of May 18, 1974, at Pokhran in 
Rajasthan, and also that the reprocessing 
of its Rajasthan power  reactor's 
plutonium has provided India with 
enough weapons-grade material for sev- 
eral nuclear bombs. 

Indian analysts argue in support of New 
— Delhi's denials (REVIEW, July 14). They 
say that India’s plutonium separation is 
being effected under International 
- Atomic Energy Agency safeguards and 
that no country — except for the US — has 
undertaken a weapons programme with 
reactor-grade plutonium, Such 
plutonium, they argue, has proved un- 
satisfactory for military use because of the 
presence of the isotope plutonium 240, 
which is prone to spontaneous fission. 

In a bomb made of such plutonium, the 
isotope prevents an efficient explosion 
with a predictable yield. And 
the presence of the isotope 
can also cause a bomb's 
plutonium core to heat up, 
resulting in the eventual 
melting of the conventional 
explosive lens around the 
core. The conventional ex- 
plosive lens is necessary to 
trigger a bomb's explosive 
chain reaction. 

A 1965 US experiment 
which used reactor-grade 
plutonium proved that the 
approach was impractical. 
Detonation had to be carried 
out immediately after as- 
sembling the device, and 
even during the short period 
between assembly and deto- 
nation the device had to be 
kept refrigerated. 

However valid India's ar- 
gument is that it is not pursu- 
ing a nuclear weapons pro- 

ramme, the country does 
ave the capability to do so. 
This is based on a modest 
local supply of radioactive 
ores, and ample scientific 
and technological know- 
how. The country has the 
largest known nuclear pro- 
gramme in the Third World. 
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China's nuclear programme may be larger. 
but less is known about it. 

Nearly every state in India is seeking a 
nuclear power station — even Bengal and 
Bihar, which are sitting on large coal re- 
serves. These states argue that fuel for 
coal-fired stations accounts for 6475 of 
electricity generation costs as compared 
with only 25% for nuclear-power faci- 
lities. 


ocal critics assert that India's nuclear 
planners cannot be faulted for thinking 
big, but that how their plans are to be im- 
plemented is a different matter. Under a 
20-year plan, India’s nuclear power-gen- 
eration capacity is to reach 10,000 mws by 
the turn of the century as compared with 
less than 700 mws produced now, The 
blueprint is rather hazy on how this is to be 
achieved, but the aim is to construct 10 
new reactors of 235 mws each between 
1988 and 1994 and 12 units of 500 mws 
each between 1995 and 2000. In addition, 
a 500-mw fast breeder reactor — to be the 
first of its type in the country — designed 
to make use of thorium as a fuel is also to 
go into production before the end of the 
century. 
Although some changes could still take 


place, the plan envisages dispersal of the 





proposal is to locate one cluster each in 
northern India — possibly in Punjab state 
— one in western India, and the third 
somewhere in the south. 

In pursuit of this ambitious plan, which 
began with a l-mw. research reactor com- 
pleted at Bombay in mid-1956, India al- 
ready has four research reactors in opera- 
tion and five more under construction. 
Apart from three power-generating reac- 
tors now in operation, there are five more 
such reactors under construction. The 
biggest research reactor now being built is 
a 100-mw. unit at Trombay, which is to 
produce isotopes for special applications 
and also is to be used to develop power- 
reactor technology. 

The power reactors now in operation in- 
clude two so-called boiling-water units of 
200 mws each purchased from the US on à 
turnkey basis. And a 220-mw. reactor, 
fuelled with natural uranium, was set up at 
Kota in Rajasthan with Canadian col- 
laboration and has been in operation since 
the end of 1973. A second unit of the same 
type is under construction at the Kota site. 
Additionally, two 235-mw. heavy-water 
reactor units, similar to those in Rajas- 
than, are in an advanced stage of construc- 
tion at Kalpakkam near Madras. One is 
due to begin commercial production at the 
end of the month. Identical 235-mw. units 
are under construction at Narora. Prelimi- 
nary design work also has 
begun on a programme to 
build 500-mw. heavy-water 
reactors. 

Fuel reprocessing plants 
in operation include a 100- 
tonnes-a-year plant at 
Tarapur and a smaller 
plant at Trombay, which is 
now undergoing altera- 
tions. A 100-tonnes-a-year 
reprocessing plant is being 
set up at Kalpakkam, and a 
decision has been made to 
set up | 100-200-tonnes-a 
year plants, the numbers 
and locations of which have 
not been specified. 

Since India has opted for 
heavy-water reactors, 
plants for manufacturing 
heavy water are being set 
up at Kota (100 tonnes a 
year) and Talcher in Orissa 
(62 tonnes). Heavy-water 
plants in operation now are 
at Nangal (14 tonnes), 
Baroda .(67 tonnes) and 
Tuticorin (71 tonnes). 
There is also a complex at 
Hyderabad which is pro- 


ducing |. nuclear . fuels 

from several raw mate- 

- rials. | n 
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ecause Nissan has long appreciated 
So we used all our 
ate 





Who else but... 


That's b 
the need for fuel economy. 
technological skills to make our Datsuns oper 


as efficiently as possible. 
We reduced the friction at all sliding and 

rotating parts of their engines. We redesigned 

their drive trains to increase the efficiency of 


transmissions, different 
And we gave their bo 
aerodynamic designs that pro 


drag coefficient. 
We even create 





als and tires. 
dies carefully researched 
duce minimum 


d new ways to reduce weight 


without sacrificing strength or safety. 
And every one of our Cars is an example of 
our advanced approach to car-making. 
Because whether we call it Nissan or Datsun, 
the same kind of innovative technology goes 


into every car We build. 


Specifications and equipment may vary according to market. 
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How IBM is helping 
modern medicine find 
its roots-and its future. 





For over 2,000 years, the Chinese have 
treated many illnesses with medicinal 
herbs. Their use has been proven safe 
and effective in literally millions of cases. 


Yet until recently, Chinese herbal medicine 
has been almost totally inaccessible to 
Western science because of problems with 
colloquial translations and the sheer 
enormity of centuries of data. 


But today, thanks to an innovative 
research project at The Chinese University 
of Hong Kong, these obstacles are being 
overcome. 


IBM is helping. By contributing computer 
equipment, software and technical 
assistance, we're helping the Chinese 
Medicinal Materials Research Centre of 
The University to assemble an ever-growing 
file of information — including botanical, 
chemical, pharmacological and clinical 
reports — about these medicines and their 
usefulness. Translated into English, this 
human clinical information is being linked 
to existing Western data banks. Together, 
ancient knowledge and modern technology 
are joining to provide a treasury of 
information on Chinese medicines for 
scientific and medical investigation around 
the world. 


IBM is proud to be a partner in this 
project. Medical organisations in many 
countries can now reach back into a 
remarkable field of medicine and, with 
further research, help improve the health 
care of countless people. 
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Ideological backtracking 








The communist party’s central committee attacks liberal 
economic policies launched in 1979 despite their success 


By Paul Quinn-Judge 

Bangkok: Since new economic policies 
were introduced in Vietnam in 1979-80, 
the leadership has been torn between 
Satisfaction at the practical benefits of the 
new policies and trepidation at the 
ideological damage they might wreak. 
Until now, the debate on the merits and 
menaces of the policies has appeared to be 
an evenly balanced one. However, official 
reports and commentaries after the recent 
fourth plenum of the Communist Party of 
Vietnam's central committee suggest that 
the pendulum has swung firmly in favour 
of ideological orthodoxy. 

The message of the plenum, held in 
Hanoi on June 18-24, was that the struggle 
between socialism and capitalism is still 
"tense, complex and bitter" — but had 
been neglected over the past three years. 
The plenum underlined the need for 
tighter centralised control over economic 
policies and criticised laxity and sluggish- 
ness in socialising industry and agricul- 
ture. 

Large-scale industrial development was 
given lower priority at the fifth party con- 
gress in April 1982, while collectivisation 
of agriculture in the south was slowed in 
the early 1980s following widespread 
peasant unhappiness with the programme 
in the Mekong Delta, 

A report and an official commentary in 
the official party newspaper Nhan Dan of 
June 27 gave a litany of ideological and or- 
ganisational failings at all levels of party 
and government. Many of the criticisms 
seem aimed at aspects of the 1979-80 
economic reforms, which were laid out at 
the central committee's sixth plenum of 
September 1979. 

Nhan Dan gave passing acknowledg- 
ment to the improved economic output of 
the past few years, but failed to mention 
the contract system — the driving force 
behind the improvements. Nhan Dan's 
coverage ignored the sixth plenum. but 
did mention last December's third 
plenum, which was in some ways à reac- 
tion to the 1979 economic reforms. It also 
spoke of laxity and rightism in the pro- 
secution of the struggle between socialism 
and capitalism — in other words, the fail- 
ure of party and government officials to 
take the dangers of capitalism seriously. It 
did not balance its reference to rightism 
with any warning against the dangers of 
leftism. 

The complaints of a lax or laissez-faire 
attitude in economic management may 
well be aimed at the greater initiative 
given to localities under the 1979 reforms. 
Some party officials are known to feel that 
the modest decentralisation offered under 
the reforms was a serious threat to the 


whole idea of a planned economy. And 
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the Nhan Dan commentary offered a thinly 
disguised criticism of at least one aspect of 
the contract system when it attacked the 
“chase after easy profits, local and per- 
sonal interest” that has been one of the 
principal problems of recent years. 

These ideological and organisational 
failings, the plenum concluded, have led 
to a number of serious problems. Most im- 
portantly, the government's control over 
goods and products in circulation — al- 
ways tenuous — has slipped almost com- 
pletely. Shortly before the 
plenum, official sources ad- 
mitted that the free market 
controlled about 70% of all 
goods in circulation 
(Review, July 14). The 
problem had been one of 
the main targets of the third 
plenum late last year. but 
seems to have worsened 
rather than improved. The 
official media have men- 
tioned wildly fluctuating 
prices of basic commodities 
in recent weeks. : 

This, the Nhan Dan com- 
mentary noted, has caused much econo- 
mic and social hardship — particularly, 
though this was not spelled out in the 
newspaper, for party and government of- 
ficials whose work does not allow them to 
share any of the incentives and bonuses of 
the contract system. And, the commen- 
tary added, this situation has led to “the 
corruption of not a few” cadres, party 
members and government officials. 

The central committee once again con- 


nected the country's internal economic 


problems with what it views as a political 


Assembly by 
numbers 


Bangkok: The numbering of central 
committee plenums can be confusing un- 
less one basic point is understood — the 
numbering starts all over again after 
each party congress. Thus the most re- 
cent plenum was the fourth since the 
April 1982 party congress. The most im- 
portant plenum in recent years, the sixth 
of September 1979, was part of the 
previous series of plenums dating from 
the December 1976 fourth party con- 
gress. 

The sixth plenum in 1979 marked the 
launching of a series of economic 
policies which are credited with the rela- 
tively swift economic improvement Viet- 


























Andropov: laconic reference. 
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ted to the jer ehis and annexation’ 
Vietnam, the plenum claimed. Ad ‘hee 
Nhan Dan commentary put it: "China's. 
tactics and strategy towards our country 
and the three Indochinese countries have — 
not changed in the least. Instead they are — 
showing increased hostility towards od 
people." i 
And while old and new capitalists in - 
Vietnam are opposing socialism, Nhan — 
Dan said, “the enemies of the nation" are - 
planning "insane sabotage” against the ji 
country. As the juxtaposition implies, in-— 
ternal economic resistance is often viewed. | 2 
by the government as an extension of pol 
tical sabotage organised from the outside. .— 
The blame for the present problems 
identified by the fourth plenum is spread. — 
evenly among all segments of govern- ~ 
ment. Officials, including senior cadres at. ~ 
the centre, in the provinces and cities 
should, Nhan Dan said, engage in "serious. 
criticism, self-criticism.” No ~ 
indication is given whether — 
certain cadres will be criti- 7 
cised more than others. E 
In its rather restrained — 
enumeration of successes, the — 
central committee was care- — 
ful to attribute these to inter- 
nal reasons: correct leader- —— 
ship, popular energy and the ~ 
spirit of the people's self- — — 
reliance. "We also, however, fd 
have the great and precious - 
assistance of the Soviet Union : si 
and other brother socialist — 
countries," the Nhan Dan ~ 
commentary added rather laconically. a 
Self-reliance, the commentary noted, - 
would also play an important role in future — 
development, These remarks seem to — 
echo, consciously or unconsciously, ~ 
Soviet President Yuri Andropov's speech — 
to his party's central committee on June Y 
15. Andropov said that his country 
would help socialist countries of the Third. - 
World “to the extent of our possibilities, — 
but in the main their economic develop- ~ 
ment . . . can of course only be the work of | 
their peoples. 
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nam has enjoyed in the past few years 
(REVIEW, Feb. 10). These included: 

> A contract system whereby peasants 
and, in some cases, workers undertook 
to provide the state with a certain quan- 
tity of crops or goods, and were allowed 
to keep the surplus to dispose of as they 
wished. 

» Greater autonomy of provincial admi- 
nistrations. Some were, for example, al- 
lowed to trade directly with foreign 
countries. This has been sharply re- 
stricted since the beginning .of the year 
(REVIEW, May 26). 

» Greater initiative for local enter- 
prises. Factories were, for example, in 
some cases authorised to procure their 
own raw material on the open (black) 
market, rather than wait for government 
supplies which might never arrive. 

— PAUL QUINN-JUDGE 
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Snap, crackle and pop 


An attack on the leadership of the Sarawak National Pa 
threatens the unity of the party and the state's ruling coalition 


| By K. Das 

Kuala Lumpur: Politics in Malaysia, it 
has often been said, is dominated by con- 
'siderations of racial arithmetic, an obser- 
vation which is as relevant in a state like 
Sarawak as it is at the national level. 


Sarawak's 1.3 million population is made 
up of 504,000 Dayaks, 385,000 Chinese 





= and 258,000 Malays. And the political 


| groups which sprang up on the eve of inde- 
pendence tended largely to reflect the 
‘ethnic, linguistic and religious distinctions 

‘inherent in that cross-cultural mix. 

The Sarawak National Party (Snap) and 
the Parti Pesaka Bumiputra Bersatu 
(PBB) were largely supported by the Day- 
aks; the Sarawak Chinese Association 
(SCA) and the Sarawak United People's 
Party (Supp) largely by the Chinese, 

‘though Supp also had some Dayak back- 
‘ing; and Party Negara Sarawak and Ber- 
jasa largely by the Malays. Today, 
' Sarawak's ruling coalition is made up of 
‘the PBB — the leading partner — Supp 
and Snap. 

Snap led Sarawak's coalition govern- 

ment at independence, but was forced into 
opposition in 1966 after its then secretary- 
‘general, Stephen Kalong Ningkan, was 
sacked as chief minister by the federal 
government. It was not until 1976 that 
Malaysia's ruling National Front coalition 
_was able to coax Snap into joining forces 
with it again by bringing it back into the 
‘State coalition. Now, factional fighting 
within the: party is threatening not only 
party unity but the state coalition unity as 
well. A majority in the multi-racial but 
largely Dayak-supported party wants 
Snap to govern in its own right, noting not 
only that Dayaks comprise the largest 
ethnic group in Sarawak, but that the 
states chief minister, Datuk Taib 
Mahmud, is a Malay, as was his predeces- 
sor, Tan Sri (now Tun) Abdul Rahman 
Yaakub. 

Those in Snap who seek a larger role for 
the party in Sarawak's government are 
using Malaysia's bumiputra philosophy — 
giving priority to the interests of indigen- 
ous peoples — to challenge the state 
leadership. They argue that in the context 
of Sarawak, the Dayaks are the most indi- 
genous, since ethnic Malays came to the 
state much later. The Snap challengers are 
well aware that Taib, who heads the PBB, 
is very much a bumiputra in the broader 
sense, being a Malay. They also concede 
that he, unlike his predecessor, is sensitive 
to Dayak aspirations. Because of these 
factors, they are careful not to challenge 
Taib directly since doing so could alienate 
those Dayaks who belong to the PBB. 

Instead, the challengers have launched 
their attack on Snap's leadership, calling 
into question the basis on which the state 
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government is formed and the National 
Front's dominance in state elections. In a 
memorandum sent to Snap president 
Datuk James Wong on June 16, 11 Snap 
and ex-Snap members of the state assem- 
bly and five of the party's six federal par- 
liamentarians told their leader how they 
thought candidates should be selected for 
election, and then spelled out ways and 
means of introducing new candidates in 
future elections. Such a system would be 
in defiance of Prime Minister Datuk Seri 
Mahathir Mohamad, who had ruled be- 
fore the general election last year that 
any front coalition member who stood for 
election against an official candidate, or 
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assisted an opposition candidate, should 
be expelled from the front. The memoran- 
dum was signed by a committee calling it- 
self the Bumiputera Reconciliatory and 
Consultative Committee. 


he party reacted on June 19 by expel- 

ling Daniel Tajem, the mastermind 
behind the move and one of Sarawak's 
three deputy chief ministers. The offi- 
cial charge against him is that he “active- 
ly campaigned" during last year's parlia- 
mentary election against a National Front 
candidate, Wellington Rufus Nanang, 
and helped MP and former Snap mem- 
ber Datuk Edwin Tangkun win the elec- 
tion. Tangkun also was expelled from 
the party last year for running against 


Nanang, as were Patrick Uren and Ed- 


mund Langgu, both of whom had also 


were signatories to the memorandum to 
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Wong. : 

The crisis within Snap, according to 
Tajem, was deeper than his defiance of 
the party's leadership. Wong also con- 
cedes that the multi-racial party he helped 
found in 1961 was facing difficulties, 
which he says began in late 1981. At that 
time Tajem and the then party secretary- 
general, Minister for Energy. Telecom- 
munications and Post Datuk Leo Moggie, 
fought the Snap party election on openly 
racial grounds, demanding that its leader 
should be a Dayak. He was defeated by 
Wong for the presidency, and Tajem was 
defeated in the race for deputy president 
by Edward Jeli, who like Wong, was a 
founder of Snap. 

Tajem, who does not deny that the cam- 
paign was fought along racial lines, says 
that Wong's leadership did not see "the 
reality of the situation," meaning that 
since the majority of Snap members were 
Dayaks, a Dayak should lead the party. 
Wong represents those Chinese who did 
not join Supp because of that 
party's  pro-communist leanings 
when it was formed in 1959, 

The rebels in Snap claim that the 
Dayaks have increasingly been de- 
prived of the fruits of development. 
Tajem and his supporters argue that 
if the Dayaks are not given à proper 
place in politics, some of them may 
begin looking to the communists for 
help. One solution to this problem, 
as the rebels see it, is to give more 
representation to the Davaks in the 
party. They argue that people like 
Anck Uren and Tangkun should be 
taken back into the party. They also 
imply that pre-selection of candi- 
dates for general elections should 
be done in consultation with all in- 
cumbents within the party. This 
would mean that the National Front 
coalition, of which Snap is a 
member through its partnership in 
Sarawak's coalition government, 
would have to bow not only to 
Snap's wishes, but also to the wishes 
of every elected member of the 
party in both parliament and the 
state assembly before changes were 
made in any candidacy. 

Meanwhile, Tajem has refused to step 
down voluntarily from his post as deputy 
chief minister, leaving Taib with the deli- 

cate decision of whether to order him out 
because of his expulsion from Snap. Mog- 
gie, who is an appointed vice-president of 
the party with influence in the federal 
cabinet, has made it clear that while he ag- 
rees that Tajem breached party discipline, 
he believes that expelling him from the 
party was too harsh a punishment. 

The present crisis is going to be very dif- 
ficult to resolve. Taib, who became chief 
minister in August 1981 when there were 
serious problems within Sarawak's ruling 
coalition, now faces the biggest crisis since 
the coalition broke up in 1966. At that 
time, former chief-minister Ningkan, a 
Snap member, was forced out of office by 
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lowly shifting into the opposition 


he state asembli nen who signed 
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“Snap members who were expelled. 
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16 Snap. members, ‘half Pa be- 
s. While Tajem and his backers 
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Ms at least some. -of eu can be 


heir s seats did so ! very pee 
t strong candidates campaigning . 
oro-Davyak racial lines. If Tajem and 
kers are forced to fight, observers 
wak say they could conceivably win 
an half the 18 seats they would be 
'sting. The five Snap MPs could also 
pected to back them. 











2SSOT Bul Yaakub, Taib is not’ 
of tough action. On the other 
if he does not move decisively, the 


ied the idea that he would con- 
g forces with Taib's party and 


ha Taib offers the Snap rebels. 
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langkok: The Malaysian decision to 
annel all international wire-service. 
affic through the Bernama newsagency 
w a swift and negative response from 
the Foreign News Editors’ Club of Thai- 
and. which described it as undemocratic 
and a blow to the people's right to know. 

e club. formed several months ago, 






































pers, radio stations and TV chan- © 
President Alongkorn Ponlaboot of 
‘Thai-language Ban Muang daily said 
ai editors were concerned the move 
vould serve to undercut democratic pro- 
cesses in Asean countries. 
- Sources in the Thai News Agency 
TNA), however, say the subject has not | 
been openly discussed in. Thailand and 
| there is a general misunderst 
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uld well fall apart. Tajem himself | 


e from. within it for the Dayaks. |. 
position could change depending | 


 Asean newsagencies in Jakarta, 


ises journalists from about 20 |. 


° Thailand, has been. Jooking closely into | 


over what is involved. In a paper pre- | ' 


on which will take it back to the pre- | ehanr 


Kuala umpur: Malaysian. edie not 
often known to insist on their rights in the 


past, suddenly became articulate when it 


was announced that all foreign news 


would be distributed through the national | 


newsagency, Bernama, as of May 1 next 
year. Anguished cries were heard about 
the danger to democratic traditions and 











“wide implications for the free flow of 


news and was not in the interest of the 





yublic and the government.’ 
But it was the non-partisan, multiracial 


el réform movement Aliran which hit out’ 
hardest against what it called “impinging 
|. upon the right of a citizen in a democracy- 
| to-make. up his own mind about world 
events on. the basis of the full facts availa- 
ble to him." Aliran.is on record as criticis- 



























ing the Western press for its ' information 
imperialism.” 
But when Information Minister Datuk 


Adib Adam announced on July 2 that the 


government had appointed Bernama as 


the. sole distributor. of news from all 


foreign -newsagencies, Aliran secretary 
Mustafa Anuar declared that the decision 
would make Bernama the sole arbiter of 


what Malaysians should know. What the 


government-backed agency would distri- 
bute would be determined by Bernama’ $ 
own "intérests and orientation," he said. 
Bernama's general manager, Ahmad 
Mustapha Hassan, reacted immediately 


sented to last September's meeting of 
then 
TNA director Krirkrai Jirapaet talked 
of an arrangement under which the- 
agencies would merely serve as a conve- 


niént central conduit. through which | 


wire-service copy would be funnelled to 
the local media with resultant Fsavinps n 
costs. | 
Although it is still uncertain what will. 
transpire in Malaysia, a TNA spokes- 


man told the REVIEW: “As newspaper- 


men, we certainly would not like to see 


| the censoring or restriction of news Ex- 


sep under very unusual circumstances." 
Media sources say one of the principal 
government advocates of a Bernama- 


type arrangement in Thailand is Na- 

tional Security Council Secretary-Gen- | 
eral Prasong Soonsiri. It is also under- | 
stood that Minister in the Prime Minis- | 


ter's Office Charn Manootham, in his ca- 
pacity as chairman of the board of the | 
Mass Commiinications Organisation of. 


'erall shape and future role of the. 














with a detailed statement justifying the 
move and denying any intention to intro- 


| duce censorship. He said that a number of 


reaching of tights to make private |. 
and corporate contracts. The Malaysian 
per Publishers Association de- - 
clared that the government decision had. 
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foreign press associations had called for a 
system whereby national newsagencies 
should have first access to foreign news. 
Darm was pc by the 
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Local Pian and: Aun dismissed 
these arguments. For example, Aliran's 
Mustafa said Kyodo was a cooperative of 
leading Japanese newspapers which did 
not receive any government, private or 
foreign subsidies. On. the question of 
strengthening. the news. network, there 
was widespread scepticism. One editor 
said that Bernama would need huge staff 
increases in order to channel news from 
the major agencies (Reuters, Associated 
| Press. ind. ‘United Press International). 
The announced plan to recruit about 30 
reporters did not make sense, editors said, 
because what were needed were apem 
enced editors and managers. 


here was. agreement, however, that 

Bernama would increase its revenues 
considerably if it had a distribution 
monopoly. According to sources, it is the 
. economic advantage for Bernama that is 
the main argument for taking over the dis- 
tribution of foreign agency news now. It is 
understood that last year Bernama asked 
for increased government subsidies, and 
was told to look instead for ways of in- 
creasing its revenues, 

It has also been pointed out that the 
1967 legislation. establishing Bernama 
specifically provides for it to become the 
sole distributor of foreign news. Given 
this legal provision, it is argued, there was 
no need to wait 16 years to act. But until 
now Bernama simply did not have the 
physical capacity to consider a takeover of 
distribution. 

The idea was considered seriously in 
1972, when the Bernama board passed a 
resolution to make such a move. But the 
resolution was forgotten until 1981, when 
a debate on a new world information and 
communication order came to a head at a 
conference held in Kuala Lumpur under 
the auspices of the United Nations Educa- 
tional, Scientific and Cultural Organisa- 
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has always been 
its commitment to agriculture. 


Its growing technological development, and its ability to 
foresee the many requirements of farmers have enabled it 
to move from strength to strength and win a place among 
the world's manufacturers. Fiatagri means Fiat Trattori, La- 
verda, and Hesston. Three names that have made their 
mark as leaders in their respective fields. 

Fiat Trattori has forged ahead worldwide with its Series 
66 tractors, a range composed of eight models in the 
54/78 hp power bracket. Rugged vehicles that can tirelessly 
handle any type of terrain and any type of farming opera- 
tion. 

Then there are the highly productive tractors in the Ser- 
ies 80, designed to offer the best in driver comfort. Laver- 
da is a forerunner among producers of combine harvesters 
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for tractors 


for wheat, maize, and rice. Hesston offers a wide range O 
machines for the harvesting of fodder, and agricultura 
implements (mower-conditioners, haymaking machines 
chopper-loaders, windrowers, etc.). 

Thanks to the confidence of our customers, we are 
First in Italy; First in Europe; First in the world for crawlers 
First in the world for four-wheel drive tractors. 

And our thanks go out in anticipation to all those of yol 
who decide to favour us with your preference in 1985, ant 
thus become users of some of the most prestigious pro 
ducts manufactured by the Fiat Group. 


For further information please consult your nearest dealer o 
Fiat Trattori Direzione Commerciale Corso Marconi 20 (Turit 
Italy) - Tel. 65651 - Telex 221368 FIATTR | 
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the Western media were concerned, he 
was getting impatient. He said: "It is be- 
cause the exercise of press freedom is so 
loaded in favour of the developed coun- 
tries that we have tried to fight for a new 
. . . order. Unesco is very well aware of 
this. All the principles of the UN were 
written by developed countries before the 
developing countries were admitted as 
members. Now . . . some of the loaded 
principles should be reviewed. The West- 
ern-controlled international media have 
subverted the governments of many de- 
veloping countries until some are over- 
thrown." 

Mahathir's speech came not long after 
Ahmad Mustapha, his ex-press secretary, 
was appointed general manager of Ber- 
nama. He was aware of Mahathir's mis- 
trust of the Western media, and also of his 
stress on making government and govern- 
ment-backed institutions financially via- 
ble. so it was hardly surprising that he 
went back to the original legislation. 

Hints that action was being considered 
to channel Western agencies came last 
year when Adib expressed disappoint- 
ment with the local press for favouring the 
foreign agencies over Bernama. He said 
that on at least three occasions, a story 
broken by Bernama had been ignored 
while the same story picked up by the 
agencies was used by local newspapers. 

Bernama has also pointed out that it is 
already distributing news from about 30 
newsagencies, the most important of 
which are Agence France Presse (AFP), 
Indonesia's Antara and the Italian news- 
agency Ansa. AFP made an agreement 
with Bernama in 1973 under which all 
AFP news and features from overseas 
were distributed by Bernama. According 
to the AFP bureau chief in Kuala Lumpur, 
there have been no problems with the ser- 
vice provided by Bernama. No story has 
been killed or unreasonably delayed. 

According to the Bernama general 
manager, the extension of the local news- 
agency's legal rights to cover all foreign 
newsagencies should not have surprised 
anyone. However, newspaper editors 
argue that while Bernama's handling of a 
large number of mostly small newsagen- 
cies has had no effect on coverage of world 
news, it was the major newsagencies that 
they were worried about. 

There is also concern that the govern- 
ment is working on what is provisionally 
known as a national communication po- 
licy which, it is understood, will seek to 
control the dissemination of ideas and will 
try to lay down guidelines on what consti- 
tutes "Malaysian values" and "national 
morals." 

Editors agree that the government is 
being badly misled by its advisers, either 
wittingly or unwittingly. One senior editor 
said: "There is no doubt that the prime 
minister does not really believe in a shack- 
led press. He does believe, however, that 
the foreign agencies need to be controlled 
in some ways. But to put it in the hands of 
one organisation like Bernama is to make 
the press totally reliant on Bernama's 
whims and fancies. I don't think this is 
Mahathir's intention." 
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Tears as a family is reunited: some were lucky. 





Watching and weeping 


ATV pampapa to reunite families touches 


off an out 


By Shim Jae Hoon 


"Kim Yong Nam, son, and Kim Yong Mi, 
daughter, looking for Kim Son Na, 50, 
their father. Originally from Hacju city, 
Hwanghae province [in North Korea]. 
Father once enlisted in the [South Ko- 
rean] navy. Identification: his middle 
finger is missing. Not seen or heard from 
since we were left at an orphanage at 
Taejon [South Korea]. Father, don't die 
until we meet again. Contact phone 
number, Inchon city, 62-1846.” 


“Registration number 7305. I, Yong 
Hyon, looking for Chong Shik, friend, be- 
lieved to be about eight years old at the 
time of war. Need information to search 
for my parents whose names I don't know. 
Recall living in a village with a river be- 
hind it, a church and a rice mill nearby. 
Recall wrestling with Chong Shik and in- 
juring my knees for 15 days. Please con- 
tact 269-2600, " 


Seoul: Tens of thousands of posters like 
these have been plastered on the walls, 
pillars and windows of the main building 
of the government-owned Korea Broad- 
casting System (KBS). As the space ran 
out, the posters covered pavements, the 
surface of the Seoul’s huge Yoida Plaza, 
even gardens. Some people wore shirts 
with names, addresses and biographic de- 
tails printed on them. Others waved flags. 
Still others, grim-faced, just walked to and 
fro with sandwich boards. For days and 
nights, the crowds milled around the plaza 
— at times numbering as many as 100,000, 
according to police. 

The cause of this huge outpouring of 
emotion was a TV programme. KBS, as 
part of a package of programmes to mark 
the 33rd anniversary of the Korean War, 


urst of emotion over an old trauma 


conceived the idea of launching a cam- 
paign to reunite families torn apart by that 
conflict. Initially, the network's project 
was a modest one: it expected to handle no 
more than 2,000 cases in what was pro- 
jected as a programme lasting four and a 
half hours. 

In the event, it ran for 10 days, with 
daily broadcasts lasting up to 12 hours ata 
stretch. More than 95,000 people have 
signed up in the search for information on 
missing relatives. Of these, just 1,856 
cases were successfully resolved and di- 
vided families were reunited. 

The entire nation was spellbound as it 
watched hour upon hour of long-lost rela- 
tives in tearful embraces, sometimes col- 
lapsing to the floor in their joy. For others 
the screening was even more devastating. 
Pak Kwang Sil, 71, hanged himself last 
week after watching the reunion prog- 
ramme for three consecutive days. Two 
men died of heart attacks. 

The broadcasts were a poignant remin- 
der of Korea's Confucian tradition that 
emphasises the family as the basic unit of 
both society and the nation — a tradition 
that was cruelly disrupted as a result of 
three years of war which left 3 million kil- 
led and wounded and at least 10 million 
forcefully separated by a heavily fortified 
demilitarised zone. 

KBS was not the only organisation that 
was astonished by the explosive response 
to the campaign: so was the South Korean 
Government. In fact, Seoul authorities 
were. embarrassed because the whole 
episode left the distinct impression that 
the government has not done enough in 
the past on the reunion issue. South Ko- 
rean police and the Red Cross Society 
have been running a so-called “tracing sys- 
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Posters plastered on KBS building wall: some Were not so lucky. 


tem" for vears, but without achieving suc- 
cess on the scale of the KBS campaign. 

Prime Minister Kim Sang Hvup re- 
flected this embarrassment when, while 
paying a visit to the KBS building seeking 
to comfort the crowds of hopeful people, 
he remarked: “I wept with you when I saw 
the programme. It escapes me why the 
government wasn't able to do this long 
ago." 

But it is not just the South Korean Gov- 
ernment that is to blame. The extraordin- 
ary outburst of emotion must also reflect 
badly on North Korea's attitude towards 
divided families. In August 1973 Pyong- 
yang, after what seemed like a promising 
start, abruptly broke off talks at the Red 
Cross level, demanding the withdrawal of 
American troops from the South. 

On July 4, the anniversary of the North- 
South Korean dialogue, Pyongyang again 
rejected Seoul's proposals to resume the 
Red' Cross talks, open à family reunion 
centre at Panmunjom truce village, and 
perhaps start an exchange of pictures of 
divided families. 

KBS and government officials now be- 
lieve that the number of people requesting 
information on lost relatives will reach 
about 100,000 — still just 1% of the total 
estimated to have been parted from mem- 
bers'of their families. The success in 
reuniting 1,856 people just scratches the 
surface, and increases awareness that no 
large-scale reunion programme can suc- 
ceed without cooperation from the North. 


ne. of the luckv ones was Mrs Pak 
Kvong Hwa, a 52-year-old housewife 
from Chonan, who collapsed into the lap 
of her brother on seeing him for the first 
time in 32 vears. The brother, Pak Woon 
Pong, 57, wounded in the wat and now in à 
wheelchair, brushed tears from his eyes. 
In 1951 near Pyongyang, the sister had 
gone to bring drinking water when the 
brother, hiding on à hillside, fled from ap- 
proaching North Korean troops. "Please 
forgive this bad brother," he sobbed. His 
sister, crying like: a: baby; said: "Don't 
leave me again like you did last time." 
Oh Nam Su, 42, a coalminer from 
Kangwon province, had not seen his 


‘solidly 





father since falling from a train carrying 
his family to the South in 1949. Oh was 
identified by his father on the strength of a 
scar beneath his left ear. 

On the whole, the campaign has sad- 
dened more people than it pleased, with 
the vast majority of people knowing that 
their relatives are in the North and thus, 
for the time being at least, inaccessible, 

One much-publicised case has been that 
of Shin Mun Jun, 67. a retired janttor who 
made headlines in 1964 when he met his 
daughter for the first time in Tokyo during 
the Olympic Games. Shin Kum Dan, his 
daughter, was a North Korean marathon 
runner. The picture of the daughter weep- 
ing in her father’s arms left millions of 
South Koreans traumatised, “Daddy, 
we'll meet again when the country is 
reunified," she cried as she was taken back 
to the North: That unexpected and brief 
reunion left the senior-Shin shattered — 
reports say he is now an alcoholic. 

“With the aation’s attention now fixed 
1 the plight of dispersed families, 
the góVernment has devised à two- 
pronged policy to try to hasten reunions, 
In October, the South Korean Red Cross 
plans to send a large delegation to a meet- 
ing in Geneva of international Red Cross 
societies in order to press the North Ko- 
reans into providing more information on 
divided families. However, the North is 
not expected to respond. 

Domestically, beginning this month all 
South Korean cities, towns and counties 
will start collecting information on dis- 
persed families for feeding into a com- 
puter. Overseas Koreans will be asked to 
register at embassies and consulates. At 
Yoido Plaza, now fittingly renamed Plaza 
of Family Reunion, permanent booths 
with be set up to enable people to register 
their names to assist in the search for lost 
relatives. A catalogue containing details 
of “the lost names” will be compiled by 
August 15, Independence Day. 

Even with this massive bureaucratic ef- 
fort, the effects will be felt only among 
those families who are divided in the 
South. So long as families are split by the 
division of the country, the tragedy of the 
Korean War will live on. 
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| Kamaluddin 


aka: Chief martial-law. denm 
1. H. M. Ershad has announced 
seer EIL fou take eee in 

























dor Toon be Oaoa. 1984. has. 
en to task by the 15-party alliance 
-includes.the Awami League, the 
y's biggest political grouping. Ac- - 
g to the alliance, Ershad's an- 
itis no more than a clever ploy 
E at" perpetuating military id in 








| 16-month-old - military regime, 
| came to power when Ershad de- 
resident Abdus Sattar in a blood- | 
up, has committed itself to a pro- 
of. decentralisation which will - 
ially enhance the authority of 
ministrative bodies. 

d it wants local elections — to be 
between. December this year and 
ext year — to precede a national 
min order to build up what has been 
ibed as "viable grassroots demo- 





ording to the schedule announced 


Rodney Tasker and M. C. Tun 















Brig.-Gen. Tin Oo, the former 


goon, a number of known Tin Oo. men 
Ive been "permitted to resign" from 


the purge is reportedly reaching some of 
the general's appointees in the diplomatic 


| political demise came in mid-May, 
1 newspapers carried a statement that 


ple’s Assembly.) At the same time, it 
as announced that his close associate, Bo 
i. 











| former head of the National Inteli- 
nce Bureau, was also resigning from the 
assembly. It was later announced that Bo 


that another intelligence chief, 
Aung, was resigning from the assemb 








€ Burmese Government appears to: 
€ pressing on with a thorough purge. 
upporters and associates of fallen 


ry intelligence chief who was ranked | 


rd in the ruling party hierarchy. In Ran- © 


their public posts, while outside Burma | 


"The first public announcement of Tin 
was resigning from the Pyithu Hluttaw. 


the home and religious affairs minister - 















shad puts forward an election timetabk » 
mee under fire from i aaa groups 
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ina c calls i in a diplomats and senior r officials ‘oq. 
sociated with its former intelligence chief Tin Oo" 





































| versely, 
i had been dismissed as. minister, and , 


by Ershad, sige ue! to "mos 4, 000 local 


union parishads (councils) will be held on: 


December 27, with elections for almost 





1, 1984, and polls for more than 400 
1a. parishads. (district: councils) on 
March 24, the second: anniversary of the 


military takeover. Under the new system 


of administration; 10 union parishads 


form a thana parishad. An average thana, 


has about 200,000 people. | 

But the March 1985 general election 
| will only go ahead, the government has 
said, if there is peace and discipline in 
the country and a congenial atmosphere. 
Ershad has also warned that if any group 
attempts to obstruct the transition to 
democracy or disrupt the peaceful atmos- 
phere, it alone will have to bear the full re- 
sponsibility for the consequences. 


Meanwhile, the leaders of the major po- 


litical parties, who have so far avoided 
taking part in the political dialogue that 
Ershad has been carrying out with politi- 
clans since April 28, appear to have been 
caught in a dilemma. 

So far, Ershad has had a dialogue with 


Meo 


since then, there has been a steady 


trickle of. resignations of Tin Oo sup- 
These include his uncle, Mon. 


por ters. 
San, who was permitted to resign from the 
Council of People's Justices; Brig.-Gen. 


Myo Aung, army quartermaster-general, 
|. who had only recently been transferred 


from his powerful post of Rangoon com- 
mander; Maj.-Gen. Tin Sein, minister of 
fisheries and livestock breeding, who had 


just been transferred from his position as. 


deputy. defence minister; Soe Thin, a 


People's Assembly member, and Col Kan 
Nyunt, the Defence Ministry's director of | 


resettlement and rehabilitation, formerly 
a senior intelligence official. The manag- 
ing director of a state-owned Ses 


has also been sacked. 


One unconfirmed report in. Rangoon 
has it thatat least two of these officials will 


| be sent abroad as Burmese envoys. Con- 
to Thailand Soe 
Myint has been n abruptly, recalled to Ran- 


Ambassador 


| dition was taken 


100 urban municipal councils on February - 












0 ponents - re invited together: | 
had had let it be known earlier that he - 





E “would like to talk to the leaders of political 


parties individually, the alliance’s eerie 
as a rejection. of. 







dialogue. 

The Bangladesh Nationalist Party 
| (BNP) led by Sattar and the ii- -party Na- 
tional United Front (NUF) led by former 
| president>Khandaker Mustaque Ahmed 
of the Democratic League, have also re- 
fused to consider any invitation to the 
dialogue. i 

All the same, when Ershad invited poli- 

tical leaders to an iftar (fast-breaking) 
‘get-together on July 8 those who had 
participated in the dialogue, some leaders 
of minor political parties and some be- 
longing to the NUF attended. The BNP 
and the 15-party alliance decided not to at- 
tend, though one component of the al- 
lance, the Mizan wing of the Awami 
League, did attend. 

While smaller parties have hailed the 
.announcement of the election dates, say- 
g that it has shown Ershad's good inten- 
“tions, the 15-pàrty alliance has been criti- 

cal. The group described the announce- 
ment as "a deception and a grand design to 
 institutionalise an undemocratic system 
under the umbrella of martial law by 
trampling people s democratic aspirations 
underfoot.” iu 



































| Bangkok as ambassador last year. In 
March, he arranged a party at a leading 
Bangkok hotel for Tin Oo's son and his 
bride. who were honeymooning in Thai- 
land. That may have been hi: doing. be- 
cause the lavish wedding reception which 
Tin Oo held for his son in Rangoon. is 
ikhought to have been one reason why the 
Mtormer military intelligence chief — once 
regarded as heir apparent to Burmese 
leader Ne Win — fell from favour. 

A recent report from London said that 
the military attache at the Burmese Em- 
| bassy there, Lieut-Col Aung Lwin, and his 
Į assistant, Warrant Officer Aung Tun, had 
| sought political asylum in Thailand after 
being given their recall notices by Ran- 
goon. However, there has been no official 
confirmation of this from London. Any 
such move would prove embarrassing for 
the Thais, who have a delicate relation- 
Ship with their Burmese neighbours be- 
| cause of a thriving cross-border smuggling 
trade and charges by Rangoon that ethnic 
rebels are sometimes given sanctuary in 
Thailand. 

As Tin Oo was for many years chief of 
| intelligence, the current purge has focused 
mainly on the country's intelligence net- 
work and the diplomatic service, which in 
recent years has been increasingly domi- 
nated by intelligence officials. According 
to sources in Rangoon, two intelligence - 
units Have been 1 disbanded and thei 
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During this decade, India has 
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of power equipment to a posi- 
tion of self-reliance. To date, 
BHEL in association with C-E 
has designed, built and installed 
more than 9,000 megawatts of 


power generation capacity (over 
60 steam generators), with an 
additional 11,000 megawatts 
scheduled to go into operation 
in the near future. 

Through technology trans- 
fer programs, C-E licenses local 
industries to fabricate steam 
generators. We've trained thou- 
sands of engineers from around 
the world in areas such as man- 
agement, design and manufac- 


turing. When needed, we provide 


operator training programs. 
And we can also assist in 


arranging favorable financing. 

C-E is ready to work with 
your country to open up new 
ways of achieving energy inde- 
pendence. For more informa- 
tion, write C-E Power Systems, 
Dept. 7021-1904, Combustion 
Engineering, Inc., Windsor, 
CT, U.S.A. 06095-0500. 
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Ous issues discussed. 
State George Shultz n 
at humour when he att 
| Bangkok foreign ministi 
“it rather misfired. Gi 
Foreign Minister $ 
Shultz remarked on à 
of tennis he had just 
bassador to Bang 
Dean. Siddhi asked: 
time?" Shultz, deadpa 
24 hours a day 
plimented Dean as à 
and Shultz responded 
ally he gets off t tc 
sent us. WA 
Later Shultz stünn: 

ence on the questioi 
can troops who we 
during the Vietn 
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into Laos, S replied — that 
Washington would. sort efforts to lo- 
cate the MIAs if they nad a “good chance 


of being effective.” 
The Thais cannot have been pleased. 
Embarrassed US diplomats explamed 
that Shultz had not had time to digest his 
- detailed briefing completely and was un- 
aware of the Gritz saga (perhaps he had 
been spending too much time on the ten- 
nis court). Asked the next day about his 
apparent endorsement of the raids. 
Shultz said: “Well, I have been having 
| some trouble with that, I certainly didn't 
“mean to endorse border-crossing forays 
at all. I think they are counter-produc- 
tive and they don’t serve the interests of 
"Our country. 
e EVEN the laughter which greeted the 
witty speech at the post-conference din- 
ner given by Siddhi had some biting 
undertones, Siddhi began: “I think I wall 
get into the Guinness Book of Records 
after tonight. This is my lOth speech in 
five days. I will keep it short. This is what 
the script is for. It's to prevent me from 
telling bad jokes. I have to be careful. 
There are ladies about, including mv 
— wife. 

“But seriously, my wife and I are de- 
lighted to see you all here. Our Asean 
friends are here for the week. This is the 
annual Asean outing. Papua New Gui- 
nea comes every year to observe the fun. 
You join us for the last two days. I pay. 
My wife asks me how are we going to pay 
for it all. I don't know either. And that's 
not a joke. That's Entertaiment! We in 





-not entertaining our dialogue partners, 








Asean love to entertain. When we are 


AAAA HIM SP na ARCH CAPTA tata my a MAT AA IS ra rs RAO SAL tna leder tet ro nya termes IHE Aaah pf 







|| names are 
Ghaz thinks the General is a sage. I 


then made about his fellow Asean 
foreign ministers. Mochtar Kusumaat- 
madja of Indonesia is a Doctor of Law, 
Tan Sri Ghazali Shafie (or "Ghaz") was 
recently adjudged negligent àt an in- 
quest into a light aircraft crash. The 
"General" is Carlos Romulo of the 
Philippines. an octogenarian of small 
like “Dhana” (Singapore s S. 
Dhanabalan). 

“Mochtar there is our Legal Lumi- 
nary, because he'sonthe editorial board 





p the Yale Law Review, though nobody 


eads it. Ghazali used to be known as our 
‘desloge: But he’s now the Spring Chic- 
ken, due to his fear of flying. These 
invented by the General. 


agree. The General is Asean's Con- 
fucius. He never confuses the issue. 
Dhana over there is the only person in 
the room who.sees eye-to-eye with the 
General, although the General does not 
always see eye-to-eye with him, when it 
comes to money matters. ] am just plain 
Air Chief Marshal Siddhi, MP.” 

e SIDDHI did not ignore his other 
guests. He recalled that he and Shultz 
were both alumni of the Massachussets 
Institute of Technology: "We are known 

as Eager Beavers. As students we bea- 
vered away at the girls from Radcliffe. 

Secretary Shultz liked it there so well he 
stayed on as an economics professor. At 


first we were afraid he might not be able 


to come to Bangkok because of the Mid- 
dle East. But as an economics professor, 


he could assume that variables in. the 
Middle East were constant, and the rate. 


of returns was higher in Bangkok. So 
here he is. E did not major in economics. 

You notice I was very economical during 
the economic discussions.” 

Turning to Australian Foreign Minis- 
ter Bill Hayden, due to go on to Hanoi, 
Siddhi said: “I hope you have enjoyed 
the food tonight. You won’t see the like 
of it where you are going. Please make 
sure your hosts realise that you are just a 
democratic socialist and not a com- 
munist. Otherwise, we might not see you 
back in Bangkok next week." 

Siddhi then expressed the hope that all 
the guests had been well looked after — 

“by our staff, the hotel staff, our secret 
servicemen and yours.” He ended: “By 
the way, before you leave, please do 
some shopping. We now disguise our 
textiles and leather goods under good 
brand-names. You can find Lacoste 


shirts and Cartier handbags on the pave- 


ment just outside the hotel. That's the 
Asean spirit of enterprise. That's Asean 


resilience against protectionism. That's 


our pragmatic approach to our dialogue 
partners.’ 


e | DO not know how Ghaz reacted 





He was not Kidding. PS some : 
- | background information is needed for all | 
.] our readers to appreciate the thrusts he - 
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l ment t against the way ae hic 


senior civil servant to politician, Gh 


press, which led in turn to a 


HANN ARDANA AAAA EEA am amimia UP ATEA AAA AA AAN EE ERE aaan i m: 


ammunition against him. It was also typ 






of the inquest into the cras| 
aircraft, from which he made a mir 
ous escape, were used by the press ar 
his political enemies (REVIEW, July 7 
For some time after the crash, Ghaz w 
presumed dead. Just after the news can 
through that he had been. found, Ir 
corded in these cc nso y 
memories of travelling as a passenge 
the i Ru he deos tiep Ja 
uala Lumpu 































the pisi hills, skimming trees to 
land at tiny, rough airstrips hacked 
of the jungle, listening as he har 
villagers to push up production and u 
port the National Front, then taking 
for another kampung, while Ghaz 1 r 
ported by radio the position of the a 
craft “with three souls aboard.” | 
Having made the transition from 


has never enjoyed a wide base of popul 
party support. Perhaps that led to ài 
ebullient and easy manner with t 
certain 
sentment on the part of some of F 
cabinet colleagues and in turn to i 
latest embarrassment. It is difficult: 
think of another country where a senio 
minister, having been rescued, concu 
ed and bewildered from a plane crasl 
which killed both his fellow passenger 
and after spending some time stagge 
around in the jungle, would have so so 
received pressmen at his hospital bedt 
tell them his story. | 

Personally, I do not find it surprisin, 
that the account he gave under such cir 
cumstances differed, even in impor 
details, from that he gave under oath a 
the recent inquest. | am surprised — Q 
at least saddened — by the way in whic 
the accident has been used as politica 















ical of Ghaz that the crash was such 
drama, involving his own private plane 
had he been either at the wheel or a pas 
senger in a car crash in which two died 
the headlines — and the column in 
devoted to the story — would have be 
fewer and less sensational. 
e YES, laughter quickly dissipates. 
few days later Singapore mounted am ili 
tary display. In the programme for 
show Defence Minister Goh Chok Ton 
struck a somewhat jingoistic note, à 
well as a fine feel for metrification: *W 
hope the roar of our aircraft, the boom 
of the naval guns, the rumble of advanc- 
ing tanks and the courage of our soldiers 
will bring out every pramme. ofa Sine’ 
gaporean in you." E 
Well, as we all know (or as most of u 
do), peace is preserved by maintain 
adequate defences. But such 
hardly reflect Asean's desire to 
Southeast Asia into. à Zone of 
Freedom and N utrality, > 
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- By Jug Suraiya 
— — Calcutta: Jatin Chakraborty, West Ben- 
gal's minister. of public works, might be 
s excused if he has recently come to share 
—— the sentiment attributed to Hermann Gör- 
-.— — ing: “When I hear anyone talk of culture, I 
= reach for my revolver." For a remark 
|. made by the minister about the culture, or 
rather lack of it, of a local pop singer, 
. Usha Uthup, has not only caused Uthup 
-  — to file a Rs 2 million (US$201,000) defa- 
= mation suit against him, but has also stir- 
= red up a hornets’ nest of controversy in the 
intellectually combative climate of Cal- 
- cutta as to what, and who, defines culture. 
_ The culture crisis began when Chak- 
_ — faborty banned Uthup, a popular per- 
_ former who is well received not only in 
-— . India but in Southeast Asia and Africa. 
. from appearing in Calcutta's three state- 
— Controlled auditoriums. In an interview 
- With an influential Bengali-language 
— paper, Chakraborty used the term 
—— “apasanskriti” — roughly translated, de- 
~ eadent or indecent — to describe Uthup's 
. musical genre. 
= In retaliation the 33-year-old singer 
— Sued the minister on the grounds that his 
- Statement was "meant to disparage the 
_ plaintiff in her profession . . . and to an- 
- tagonise, if possible, the audience and 
— —mght-minded members of the public who 
— attend the plaintiffs functions." It was 
—  contended that Uthup's music was “part 
_ and parcel of the present culture all over 
= — the world, including India," and there was 
nothing decadent about it. The Calcutta 
- High Court judge who heard the case is- 
—— sued an interim order restraining the 
| minister from making any statements *in- 
—— — juriously affecting or intending to affect" 
— the plaintiff in her profession. But this 
— does not nullify the ban on the singer per- 
—— forming in government-controlled halls. 
- The issue has embarrassed the Mar- 
- Xxist-led state government, and Chief 
— A Minister Jyoti Basu has ordered his col- 
- leagues not to air their views on what they 
— — feel constitutes culture until an ideologi- 
cally sound and cohesive official pro- 
nouncement can be made on the subject. 
— But though government spokesmen are 
~ enjoined to remain silent on the topic, no 
- Such inhibitions hinder Calcutta's press, 
- intellectuals and common citizens from 
_ taking sides on an increasingly emotive 
issue. While personalities such as Utpal 
Dutt, the leftist stage producer and screen 
actor, have supported the stand taken by 
Chakraborty, others such as film director 
— Satyajit Ray have dissented. 
— - Chakraborty himself seems somewhat 
1 bemused by the whirlwind of controversy. 
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Jug Suraiya is a journalist with The Statesman, 
b- Calcutta. 
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Inister vs minstrel 
.. An official’s remark about a popular singer leads 
Y: . toalaw suit and a furious row about culture 





When it was pointed out to him that 
Uthup had sung at a charity evening to 
help the chief minister's drought relief 
fund and at a function attended by Chak- 
raborty, the minister replied: "I do not re- 
member." He has insisted that he patron- 
ises only singers of Rabindrasangeet — 
traditional Bengali songs based on the 
works of Nobel Prize-winning 
poet Rabindranath Tagore. 
Asked if he was at all familiar 
with Western popular music, 
he said he had listened to sing- 
ers such as Elvis Presley and 
Pat Boone. 

Explaining his objection to 
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Uthup; Chakraborty: a cultural controversy. 





disco music, he said: “This sort of music 
was given a boost during the [1975-77] 
Emergency to degrade Bengali culture. It 
kills our noble tradition of Ramakrishna 
and Vivekananda, It is a planned move to 
render Bengali youth backboneless and it 
affects the moral fibre." He added that 
such music “violently disturbs the senses” 
and can lead to “unruly behaviour” and 
“law-and-order problems.” 


puse who disagree with such views, 
and there seem to be many in Calcutta, 
have pointed out that football, which 1s a 
passion more than a sport in this city, sea- 
sonally creates serious law-and-order pro- 
blems as fans of rival teams often clash be- 
fore, during or after big matches. Al- 
though last year a soccer riot claimed four 
lives, the authorities have not banned pro- 
fessional soccer, which is played on gov- 
ernment property. a> 

As further evidence of governmental 
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le cabaret is performed six 
evenings a week. Song-and-dance se- 
quences, as popularised by the crassly 
commercial Bombay film industry, have 
even infiltrated Bengali theatre, once a 
bastion of revolutionary ideals. Now, in 
order to ensure popularity, almost every 
Bengali play and a growing number of 
films feature a “cabaret” of disco music. 
Although some may find such sequences 
more hilarious than provocative, they are 
often frowned upon as corrupting influ- 
ences on Bengali culture. 

Yet the exotic plant of disco culture 
seems to be thriving at grassroots level. 
During the various religious festivals that 
the city celebrates, young male devotees 
customarily dance be- 
fore the images of dei- 
ties to the catchy beat of 
amplified disco music. 
In fact, during a recent 
festival, an image of the 
goddess of learning, 
Saraswati, looked sus- 
piciously like a go-go 
dancer in hip-hugging 
jeans and knotted 
blouse. The word disco 
has entered the voca- 
bulary of local trades- 
men and street urchins to 
denote anything which is 
good or desirable, and a 
fish-seller will proudly pro- 
claim his wares to be the 
freshest and *most disco" in 
the market. 

While traditionalists rue 
the eclipse of Bengali cul- 
ture as exemplified by the 
strains of Rabindrasangeet, 
some proponents of the 
tempo and pace of modern 
times argue that the re- 
peated hypnotic beat of pop 
has an affinity with religious 
fervour as expressed by, 
say, the Hare Krishha sect 
in chanting and dancing, 
and as such there is nothing 
fundamentally un-Indian about such music. 

While both views might be seen as 
simplistic, they raise questions about what 
goes into the making of culture. Some 
have defined culture as a process rooted in 
one's historic traditions. They feel that 
imported. Western mores and models 
are only popular fads and as such cannot 
be dignified with the term culture. Others 
argue that if it is not to stultify in an ivory 
tower of its own making, culture must 
echo present-day trends and influences. In 
any case, it is not à rigid concept to be de- 
fined by the government. 

Whatever the eventual outcome of what 
has come to be called the case of the minis- 
ter vs the minstrel, the broader issues it 
has raised will continue to provoke discus- 
sion, not only in Calcutta but wherever 
there is a conflict between tradition and 
change, regionalism and cosmopolitanism 
and — perhaps most importantly — pro- 
scription and free choice. i 
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Sa-ngiam fleft) and Lert (right) with communist defectors: considerable discomfort 


THAILAND 


Knocking down a rumour 


A helicopter crash which killed senior army officers 
was not caused by sabotage, an official statement says 


By John McBeth 
Bangkok: Speculation over the cause of a 
June 8 helicopter crash which killed three 
senior Thai Second Army counter- 
insurgency officers has been officially laid 
to rest with the release of a statement rul- 
ing out sabotage. Deputy commander 
Maj.-Gen. Lert Kanitthanaka and deputy 
chiefs of staff Col Sa-ngiam Rattanasima- 
korn and Col Charuay Nimdith were 
among 11 people who died when the Ame- 
rican-built machine went down shortly 
after takeoff from the Central Plains pro- 
vince capital of Nakhon Ratchasima. 

The statement blamed the crash on a 
crack in one of the main rotor blades 
which split in half, causing a critical imba- 
lance that tore the transmission unit from 
its mountings. The inquiry, involving both 
American and Thai air accident experts, 
specifically rejected an on-board explo- 
sion or the failure of the power train as 
possible reasons for the fiery crash. 

Two other victims of the tragedy were 
the Agriculture Ministry's deputy under- 
secretary, Kangwal Thephasdin na A yut- 
thaya, and the Forestry Department's de- 
puty director-general, Sompern Kittinant. 
They were part of a team 
which was on its way to 
inspect a proposed 
jungle resettlement area 
for former Communist 
Party of Thailand gueril- 
las in northeastern 
Yasothon province 
(REVIEW, June 23). 

The death of Sa- 
ngiam, in particular, has 
created considerable dis- 
comfort among com- 
munist defectors in the 
northeast, many of 
whom have been pri- 





52-year-old officer played a leading role in 
persuading thousands of guerillas and 
their dependants to leave the jungle, and 
it will obviously be difficult to find a re- 
placement with the same vast store of trust 
that the former jungle fighters placed in 
him. 

Investigators initially dismissed the pos- 
sibility of sabotage, but two days later — 
on June 10 — Army Aviation Centre com- 
mander Maj.-Gen. Sunthorn Kohong- 
sompong said he believed an explosive de- 
vice went off in the cabin. Sunthorn, 51, à 
classmate of powerful assistant army com- 
mander Lieut-Gen. Chaovalit Yongchaiyut 
with a promising career still ahead of him, 
was quoted as saying: "We do not know 
for the time being whether it was placed in 
the aircraft by someone, or whether it was 
there for other reasons. " 

Army commander Gen. Arthit Kam- 
lang-ek moved quickly to head off further 
speculation by saying Sunthorn was only 
giving his personal opinion. 

The official army statement, issued 
nearly a month after the crash, concluded 
that the transmission system dropped into 

the cabin and tore it apart. 
Both Sa-ngiam and Cha- 
gruay are understood to 
Shave either jumped or 
been hurled from the 
helicopter before it 
crashed in a rice field. 
The report said autop- 
sies of the victims re- 
vealed no evidence that 
they had been hit by ex- 
plosive fragments, and in- 
dependent sources have 
told the REVIEW that 
Sa-ngiam's body. found 
lying some distance from 
the actual crash site, was 
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In 1986, the two luxurious 
new Westin Hotels of Raffles 
City will open, creating the 
largest, most modern conven- 
tion centre in Singapore. 

With 2 grand ballrooms and 
45 other meeting areas total- 
ling over 6,000 square metres 
(65,000 square feet), plus 20 
restaurants and lounges, a 
health club, tennis courts and 
a swimming pool, it’s the ulti- 
mate meeting place. For busi- 
ness or pleasure. 

Sound interesting? For your 
free copy of "The Ultimate 
Meeting Space,” attach your 
business card to this ad and 
send to Westin Hotels: in Lon- 
don, 7-8 Conduit St., London 
WIR 9TG, United Kingdom 
(Telex 22144); in Tokyo, Yura- 
kucho Bldg., #405, 1-10-1, 
Yurakucho, Chiyoda-ku, Tokyo 
100 (Telex 2224507); in Singa- 
pore, Level 7, PIL Bldg., 140 
Cecil Street, Singapore 0106 
(Telex RS 22206). 
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i. : ie history of modern and contempor- 
P^ ary Chinese literature is littered with 
_ the remains of movements, political cam- 

- paigns, and purges. The hopes that were 
= born in Yenan in the 1940s vanished in 
— Maoist rhetoric. The dreams of the 

-—. Hundred Flowers movement in 1956 dis- 
—— appeared with the destruction of the intel- 
— Jectuals in the anti-rightist campaigns of 
— 1957. And under the Cultural Revolution, 
— Chinese artistic life all but ceased to exist. 
—. When the young writer Lu Xinhua's 
_ short story The Wounded was published 
— in August 1978, in Shanghai's Wenhui 

- Bao, he did not expect to be the unwitting 
_ founder of yet another literary movement. 
— It became known as the “literature of the 
— wounded" movement. It flourishes for 
. barely a year. By the middle of 1979 the 
- movement, a youthful protest at the hor- 

‘ror and sheer stupidity of the 1966-76 Cul- 
= tural Revolution, had. all but vanished 
4. from the Chinese literary press. 

— Few of the stories which the writers of 
B he "literature of the wounded" move- 
-— ment produced were very good, and none 
—— of them was great. What made stories 
_ such as The Wounded, Sacred Duty by 
_ Wang Yaping, Class Counsellor by Liu 
-— Xinwu, and Something Precious by Wang 
— Meng different in their time was that they 
Offered a fresh view of the world. On the 
— "surface the literature they produced was 
- hot overtly political or pro-party; it dealt 
with what Chinese literary officials would 
— term “real emotions.” Yet a closer look 
- "reveals that it was highly politicised: the 
_ “real emotions" are steered by the 
_ Chinese Communist Party or by the ac- 

_ tivities of the Gang of Four. Wang 
— Gongbo, the policeman in Sacred Duty, is 
— given the case of a young rapist to solve. 
- What is important in this story is not the 
= politics of the people involved, or so it 
— would seem, but that the law of the 
= people's dictatorship is fair and just to 
— those who come under its scrutiny. 
— Wang's emotions are those inspired by the 
- late chairman Mao Zedong and the late 
premier Zhou Enlai, for whatever Mao or 

- Zhou said must be correct. Wang is ill but 
will, like Zhou, struggle on. All that is bad 

— inthe minds of the people around Wang is 

— due to the Gang of Four. 

— — In short, the hero in Sacred Duty is the 

- party, for it creates just laws and happy 
— people. The villains are the Gang of Four, 
- the bourgeoisie, and thinking for oneself. 

What emerges is that the law is there for 
revenge, not justice. 

Politicisation of literature has always 
produced a slanted view of the world. But 
with the arrival of the “literature of the 
wounded” there was once again (the last 
time being the Hundred Flowers move- 
ment) an attempt to present to the 
Chinese reading public a realistic account 
—. of what the Cultural Revolution meant to 
a 38 
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trail of literary corpses 


à broad range of people. But this new 
realism, which exposed the suffering. law- 
lessness, violence and cruelty which was 
the Cultural Revolution experience for 
millions of young people, was warped, for 
all these evils could, under the guidance of 
the party of course, only be pinned on the 
Gang of Four. This is somewhat similar to 
the treatment of cruelty suffered by older 
revolutionaries in pre-1949 days. When it 
came to be written about in the 1950s the 
blame for the country's ills had to be laid 
on the foreign, the capitalist, the feudal. 
the Kuomintang and just about everything 
other than the party. The party in the 
1950s could do no wrong, as the poet Ai 
Qing and the writer Wang Meng would 
find to their cost: 20 years in literary exile. 
In the 1970s the party could still do no 
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Democracy Wall: loud shouts. 


Om MERLIN 
wrong. Nonetheless, the “literature of 
the wounded” movement was considered 
to be critical and fresh, breaking ground in 
depicting juvenile delinquency, problems 
of love and marriage, perversion of jus- 
tice, lack of education, a hopeless lethargy 
and pessimism about the future. AIl of 
these themes brought a degree of liveli- 
ness and colour into the reading matter of 
a voracious reading public, long denied 
anything but the crudest propaganda. 
Still, the fact that it was fresh and lively 
did not blind many to the reality that the 
“literature of the wounded” was also good 
propaganda for a certain faction of the 
party, that is, the winners of a tense politi- 
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cal struggle which saw Mao’s widow Jiang 
Qing and her cohorts vanish, not al- 
together quietly, from centre stage. What 
was needed was a louder, more strident 
voice. The writers of the "literature of the 
wounded” movement were not bringing 
people into the streets; they were not de- 
manding any real change and they still fol- 
lowed all the hackneyed political lines in 
their attacks on Lin Biao and the Gang of 
Four, 

In 1978 it was really the poets who call- 
ed for human rights — which are virtually 
non-existent under the guise of stability — 
demanding that the party and the state be- 
come truly democratic; demanding a true 
hearing for people's complaints and point- 
ing out that not much had really changed 
since the fall of the Gang of Four. 

In late 1978 and early 1979 people in Pe- 
king and other major cities took to the 
streets. The Democracy Movement had 
begun. Like the incidents in Peking's 
Tiananmen Square in April 1976 in mem- 
ory of Zhou, the movement gave voice to 
a people who had had enough of repres- 
sion. In literary terms it offered an oppor- 
tunity to poets and essayists of quite a dif- 
ferent stripe from the writers of the “liter- 
ature of the wounded," for they struggled 
openly for fundamental changes in a rep- 
ressive system of government and law. 
But just as Jiang had crushed the Tianan- 
men demonstrations, the Democracy 
Movement was suppressed. with equal 
force by elder statesman Deng Xiaoping 
after barely half a year. 


he poets, essayists and wall-poster 

writers had shouted as loud as they 
could, They churned out statements, poems 
and essays on everything from overcrowd- 
ing, housing shortages, bad working con- 
ditions, the poverty of the peasants, the 
corruption of the leadership, the need for 
democracy, the lack of basic human rights 
to the need for basic justice. The themes 
and subject matter were endless, and 
there was a vitality which did not exist 
within the prose of the “literature of the 
wounded” movement. 

Out of repression — political and social 
— came these movements, and by the 
same hand on a different arm they were 
silenced. When Bai Hua wrote his film 
script Unrequited Love (also known as 
Bitter Love), there was a sense of 
liberalism in intellectual circles in China. 
But liberalism in China is not anything like 
liberalism in the West or in other parts of 
Asia. What it might be called is total- 
itarianism without the sting. The cinema 
and theatre were merely repeating what 
was permitted by the party, what the party 
thought to be useful to its image. The fact 
that Shakespeare or Arthur Miller plays 
are being performed in Peking does not 
mean to say that there has suddenly been a 
fundamental change in the party's literary 
policies. What it means is that the works 
being performed are safe both culturall 
and politically. Anyone who would think 
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otherwise might well be considered blind 


to the realities of China's cultural life in 
the past 30 years. 

But what has happened to those who 
tried to portray a new, fresher, more ques- 
tioning kind of art? Where have they 
gone? What happened to the "literature of 
the wounded" and the Democracy Move- 
ment's poets and essayists? What has hap- 
pened to the vitality of the late 1970s? 

Lu Xinhua writes rarely these days, and 
Liu Xinwu and Wang Meng have become 
what they always wanted to be: establish- 
ment figures, producing the kind of litera- 
ture which the party, for the time being, 
likes to see. The “literature of. the 
wounded" has given way to new and quite 
strident formula-style writing, couched in 
the deathly prose of reaffirmation of the 
party's role as saviours. At Middle Age by 
Shen Rong, The Butterfly by Wang Meng, 
The Path Through the Grassland by Ru 
Zhijuan and The Wasted Years by Zhang 
Kangkang are examples of short stories 
which are touted by cultural officials as 
being what literature should be all about. 

Take At Middle. Age, for example: a 
female doctor who sacrifices everything 
for her patients is brutally abused during 
the Cultural Revolütion, never gets prom- 
oted beyond her junior rank and vet, de- 
spite it all, she still loves the party. The 
irony, never touched upon in the story, is 
that it is this very party that caused all her 
suffering. The formula has no bite. The 
"literature of the wounded" served its pur- 

of rescuing the party's tattered 
image, since all ills could be laid at the feet 
of the Gang of Four, feudalism, im- 
perialism and a host of other convenient 
targets. The Democracy Movements 
poets and essayists are now in hiding, in 
jail, or have simply given up on the whole 
literary world, recognising that real 
change cannot come about as long as the 
party remains in control of all areas of cul- 
tural, social and political life. Under the 
present rules love cannot be described for 
love’s sake, nor can friendship or ro- 
mance. Love, friendship and romance for 
a Marxist in China are not isolated 
spiritual activities, for every emotion must 
be treated in the context of history and the 
party. KU | 
The spiritual pain which Bai Hua saw in 
his artist-protagonist in Unrequited Love 
and the individual literary experiments of 
Wang Meng cannot be allowed, for a man 
cannot be a man unless he takes history 
and society into consideration first. In the 
past two years there has been some criti- 
cism that in the cinema there has been 
"too much love" as well as “too much jar- 
gon." These criticisms could equally apply 
to literature. To fall between these two 
stools and produce acceptable “love” and 
“jargon” is a very tricky business indeed. 

Neither Bai Hua nor Wang Meng has 
been jailed for recent deviations, They 
were criticised and in return they criticised 
themselves and this was accepted. The air 
was cleared and the party made its point: 
one is not allowed to see the world as an 
individual and for what it really is. One 
must always consider the party's image 
first. 
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ne of the great Australian eccentrics 

— a heroic wartime fighter pilot, 
corruscating journalist and all-embrac- 
ing church leader, who was a semi- 
doomed prisoner-of-war in Germany 
and a mysterious prisoner-of-peace in 
China for three years (1969-73) — has 
come back into the news in Australia. 

He is my old mate, 65-year-old Francis 
James, whom I first met in Peking in 
1957 and saw after he was carried, 
emaciated, across the border into Hong- 
kong in January 1973, when his inexplic- 
able Chinese imprisonment at. last 
ended. 

After 10 years, he has at last given 
some of the details of his Chinese ordeal 
to another old mate, Keith Dunstan, 
special writer for my Aussie paper, The 
Herald. His delayed report is an instruc- 
tive close-up of how strangely affairs can 


James: inexplicable imprisonment. 





be handled in “liberated” China and an 
indirect warning of how reckless foreign- 
devil reporters can sometimes hurt one 
another. (He told me some of the facts 
when I saw him in hospital in Hongkong 
but we agreed that they should not be 
published then.) 

Francis — who, like me, had a Pro- 
testant father and a Roman Catholic 
mother — was born in Tasmania (like 
most of Australia’s best journalists), 
went to school in Canberra with prime 
minister-to-be Gough Whitlam, joined 
the Royal Air Force and was shot down 
over Germany on Anzac Day in 1942. As 
a result his eyes were damaged and he 
has since had to wear specially designed 
contact lenses. 

Four Aussie bishops persuaded him to 
become successful chairman and leader- 
writer of a church paper, The Anglican 
(with his wife, Joyce, as editor). 

Vaguely and unhappily I recall the 
REVIEW'S editor casting some doubts on 
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the complete veracity of Francis' drama- 
tic accounts, eagerly purchased by Aus- 
sie, European and Yankee newspapers, 
of his visit to China in the mid-1960s, in- 
cluding trips to the nuclear test site at 
Lop Nor and the Sino-Soviet border re- 
gions [true. I did — Ed.]. But in 1969 
Francis returned to China, researching 
into the history of the 150 years of “re- 
morseless expansion" of the Russians at 
China's expense. 

"Then I wanted to look up old mates 
and get more documentation in Peking," 
he has at last revealed for publication. 
"The trouble was that I knew all the 
wrong people. They were to be over- 
come by the Cultural Revolution. Pre- 
mier Zhou Enlai was courteous when I 
met him but he didn't know that I was 
later nicked and wasn't told that I had 
been until two years later." 

When Whitlam went to China as 
leader of the Australia Labor Party in 
mid-1971 and protested to Zhou that 
Francis was in jail, Zhou dismissed the 
protest: “I have heard the story, but itis 
untrue.” Whitlam insisted that it was 
true. And then, two days later, Zhou ad- 
mitted: “Look, I know this sounds a bit 
silly, but you know what bureaucracy is 
like. We have found James.” 

He requested earnestly that, “to avoid 
an international scandal," nothing 
should be printed in the Australian 
press. Whitlam, agreeing, told his press 
corps on the train from Peking to keep 
quiet. Francis quotes him: “James is in 
China and will be getting out — but if 
you print a word now he will be 
buggered.” However, one pressman did 
break the story in Canberra. (I had 
heard about the development in Hong- 
kong when the press gang passed 
through and, when the nberra- 
datelined story was published in Hong- 
kong, knew that Francis’ hopes had been 
jeopardised. ) | 

So another 18 months passed before 
he was at last released. Characteristi- 
cally, he wasn't bitter about his unde- 
served ill-luck when I was allowed to see 
him privily in the hospital. I gave him our 
usual mock blessing, addressing him cus- 
tomarily as "Bishop of Wahroonga" (his 
Sydney farm home). He counter-blessed 
me as "Your Grace" and then I dis- 
covered that the real Bishop of Hong- 
kong was seated, smiling. beside his bed. 

Today (I learn from Dunstan's close- 
up). Francis is living and working hap- 
pily in Sydney. He still flies a plane and 
writes. (As a light-aircraft pilot, he has 
14,000 hours recorded in his log.) He 
and Joyce have two sons, two daughters 
and five grandchildren. Now he is plan- 
ning to develop in Australia the making. 
of the contact lenses invented by Hunga- 
rian Joseph Dallos (who died two years 
ago) which saved his sight. 
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Joint Services Staff College; the 
uly commander of Brunei's defence 
e, who will become commander upon 
dependence at the end of this year, 
Ttook his basic cadet training in Aus- 


ebrated graduate of the Royal Mili- 
College, Duntroon. — Australia's 
-officer training college. 

ese examples illustrate the impor- 
f Australia as a training ground for 
gion's armed forces. In the financial 
ended in June, 1,300. foreigners 
ed at Australian defence-establish- 
- colleges under the Australian De- 
Cooperation Programme (DCP) — 
iree-quarters of the students came 
Asean. Malaysia alone sent 540. 
Australian Defence Department 
training programme, started 20 
- ago with 27 students, is unique, and 
suited to the needs of Asian and 
nations. It concentrates on mid- 
ology training for senior non-com- 
ned officers and officers up to the 
f colonel. "We're not interested in 
people to thrust bayonets into 
;" said one spokesman. Students 
Asean spend one-four months on 
$ courses, including electronics and 
and aircraft maintenance and sup- 
Fhe aim is to develop skills which 





cok: A little more than a month ago, 
hai troops in steel helmets and 
pressed Md dt uniforms 
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anberra: The commander-in-chief ot 
‘ijian defence forces attended Austra- 


ia, and the crown prince of Thailand is 


ved to sharpen Australia’s focus on 


trali mportant training ground for the 
ed-forces officers from Asia and the Pacific 


: operative. But like all assistance mea- 
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will help detence forces in Asia and the 










re Vesional countries a clear com- 
1C military capabilities. Many 
of its systems have been adopted by Asian 
military forces. For example, a rigid 
maintenance-support system for the 
Nomad aircraft, which Australia gave to 
Indonesia some years ago, is now being 
used as a model for other sections of the 
Indonesian armed forces. It has meant 
that the Nomads have kept flying while 
many other types of aircraft in the Indone- 
sian air force have not. "It's not that the 
Nomad is the greatest aircraft ever built," 
the spokesman said. “It’s that we can help 
them develop a plan which means that 
after X number of hours they replace the 
rubber bands.” | 
Defence Department officials in Can- 
berra are sensitive about calling the DCP 
an aid package. They say it is truly co- 


sures, there are selfish motives involved. 
The DCP is a positive contribution to Aus- 
tralias own defence by helping Asian 
countries maintain their level of capabil- 
ity. It has possible spin-offs for Australian 
industry in winning defence contracts. It 
also gives Australia significant access to 
the armed forces in Asia: the majors of 
today are the generals of tomorrow. In 
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ai rifle company trains in Australia, highlighting - 
pectacular growth in military cooperation 


Thailand became à participant in Aus- 
tralia's Defence Cooperation Programme 
(DCP), in the wake of the Vietnamese in- 
vasion of Cambodia and the Soviet inter- 
vention in Afghanistan. Thailand ranks 
behind Papua New Guinea, Indonesia and 
Malaysia, but is on an even footing with 
Singapore. In a general sense, according 
to knowledgeable sources, the DCP was a 


response to what was perceived as a grow- 


ing threat to Southeast Asia and the south- 
west Pacific. 

The Thai troop-lift down Bader was eas- 
ily the most spectacular illustration yet of 
Australia’s steadily 
liaison with Thailand, but it was matched 


.on the eve of the unit's return by the an- 


nouncement that four Nomad Searchmas- 


ter aircraft were being provided for the 
Thai navy — the first grant-aid equipment. 


Pacific mys from E low- technol- | 


growing military 


. students. In the next seven | 


982 83). of a visits each year. These 
enable relatively senior officers to travel : 
to Australia to examine a particular de- 


. fence system or project. The other side of 


the scheme is the direct instruction and as- 
sistance that Australian defence person-. 
nel provide in foreign countries. Singa- 
pore, with its well-advanced defence 
force, does not draw heavily on the mid- 
schooling places offered in Au- 
an defence colleges. Its need is for 
sophisticated in-country training. 

qualified flying instructors and one 
néer from Australia are currently 
stationed in Singapore providing this help 
to helicopter and transport squadron 
pilots. 

Malaysia is setting up an arms training 
centre, and 15 Australians with experi- 
ence in planning and designing practice 
ranges are currently engaged on the pro- 
ject. In Indonesia, Australia has two air 
force engineering advisers, two language 







instructors and two civilians finalising the 


maintenance-support system for the 
Nomad aircraft. There is also a team in- 
volved in a Nomad project in the Philip- 
pines and one Australian scientific adviser 
is based in Thailand. 


Qs the DCP, Aoga has pro- 
vided the Singapore Air Force with 
the use of facilities for training of fighter 
pilots at the Williamtown air force base 
near Newcastle in New South Wales. And 
a company of Thai troops has recently 
been involved in a joint exercise with Aus- 
tralia. Two Thais are provided with places 
each year at the Duntroon cogs and a 


to Thailand under the DC P. Raede: 
ped for coastal surveillance; the planes are 
expected to be delivered i in late 1984 and 
early 1585. . a 


, the’ "hai air force bought 20 
Australia for use in their 
ntional role as light transport 
aircraft capable of using small rural strips. 
About half have now been delivered, 
though the initial sale created consider- 
able controversy in the Thai press which 
questioned the claimed capabilities of the 
plane and the circumstances surrounding 
the deal. The main thrust of the Austra- 
lian programme is, however, far more 
low-key and centres almost exclusively on 
training Thai military personnel in a broad 
field of skills, ranging from simply soldier- 
ing and defence budgeting to micro- 
surgery and solar technology. 
Although Australia’s overall assistance 
to Thailand is small by comparison with 
the United States and a number of other 
countries, the increase in funding has been 
dramatic. In 1972-73, only - A $6,000 
(US$5,260) was spent on training ‘Thai 
rs the: ; 









lective sum rose to only AX$30; 














- 


1 ` 
- A 


Thai and Indonesian military a taches at exercise in Australia: big potential 


number of places will be available to 
foreign students at the Australian De- 
fence Force Academy, now being. built in 
Canberra. 

The Defence Department receives 
more requests from foreign governments 
to take students in the DCP than there are 
places available. With 1,300 people now 
being accepted each year, the scheme has 
reached the limit of its resources. To cater 
for the influx of naval apprentices, extra 
classrooms and accommodation have 
been built at an apprenticeship school. 
The school has also taken on halal cooks 
to cater for Muslim students. 

But to expand the other courses to cater 
for the demand would place undue bur- 
dens on the existing Australian defence 
force structure. The department is reluc- 
tant to put the programme on a commer- 
cial basis and charge foreign governments 
for the courses their students undergo. 


The introduction of the DCP changed 
all that. In 1980-81, roughly A$1 million 
was voted for Thai assistance, jumping to 
A$1.3 million in 1981-82 and A$1.9 mil- 
lion (out of a total regional aid package of 
A$18.9 million) in 1982-83 — all of it de- 
voted to training. The supply of the four 
Nomads is likely to put the 1983-84 fig- 
ure well in excess of the A$6.5 million 
mark. 


Or: Thai officer a year is accepted into 
the Australian army staff college at 
Queenscliff and another two attend a six- 
month course at the Joint Services Staff 
College in Canberra: Next year, at least 
one student will be offered a 12-month 
course at the Australian Air Force Staff 
College. 

The number of Thai servicemen under- 
going training as individuals or visiting 
Australia in. three- to five-man study 
groups has risen from 19 in 1978-79 to 96 in 
the current fiscal period. On top of that, 
there are tours which the Thai military 
funds itself. "We think one of the best 
ways to assist them is by training their ser- 
vicemen," said an Australian army of- 
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Certainly the potential exists for that to 
happen, just as the United States and Bri- 
tain provide, at cost, places for foreigners 
in their defence academies. But Australia 
believes this would destroy the purpose of 
the scheme and diminish the benefits of 
goodwill which it receives. 

The popularity of the scheme is plain: 
there are more servicemen from the 
Philippines now training in Australia than 
in the US. An Australian defence official 
said: "There are only so many people 
Asian countries can send to the United 
States to undertake top-quality courses. 
They can all come back with masters' de- 
grees in military engineering, and a glazed 
look in their eyes. But we can provide 
them with the training that is relevant. 
Our competence and military philoso- 
phy is oriented much more to their re- 
gional concerns than those of the major 
powers.” 


ficer. “We ask them what they want and 
then try to meet their requirements, but 
our training capacity is limited and we are 
not always able to comply.” 

It was the Thais themselves who asked 
about the prospects of sending a rifle com- 
pany to Australia, something the Singapo- 
reans and Malaysians have been doing for 
some time. The troops spent two weeks 
training in the Brisbane area, then joined 
Australian soldiers for a two-week exer- 
cise at Shoalwater Bay; the Australians 
provided warm clothing and sleeping bags 
and the Thais brought along their own 
field cooks to ensure their men had à 
steady diet of their beloved spicy food. 

Thai army commander Gen. Arthit 
Kamlang-ek, in his longest absence from 
the country since he rose to power, flew to 
Australia to see the company in action and 
to reciprocate a visit to Thailand in early 
May by Lieut-Gen. Sir Philip Bennett, 
chief of the Australian army general staff. 
Last year, Thai supreme commander 
Gen. Saiyud Kerdphol and Air Chief 
Marshal Sir Neville McNamara ex- 
changed visits in what is obviously becom- 
ing à very cosy relationship. 
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The ties 
that bind 


Indonesia's defence links with 
Australia play a crucial 
bridge-building role 


By Susumu Awanohara 

Jakarta: Australia places strategic 
importance on defence cooperation with 
Indonesia. The two very different cultures 
need carefully placed bridges to link them, 
and one such bridge is defence coopera- 
tion, These links play a crucial role when 
the total relationship between Indonesia 
and Australia becomes strained, as it did 
at the time of Confrontation with 
Malaysia in the 1960s, and the Irian Jaya 
and East Timor campaigns. 

Moreover, given that the Indonesian 
Government is military-dominated, the 
Australians have naturally tried to stay in 
close touch with the Indonesian Armed 
Forces (Abri). One way of achieving this 
has been to invite Abri officers to Austra- 
lia for study and training. Abri officers 
were first asked to go to Australia in the 
early 1960s. Lieut-Gen. Sarwo Edhie 
Wibowo, now inspector-general of the 
Foreign Ministry and tipped as the next 
Indonesian ambassador to Canberra, was 
among the first to attend the Australian 
army staff college. 

Such visits were suspended during the 
period of Confrontation, but the two 
countries commenced a defence coopera- 
tion programme in 1968, Since then more 
than 1,200 Abri members have trained 
in Australia, according to official Can- 
berra records. The cost to Australia in 
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1981-82 was A$8.63 million (US$7.57 mil- 
lion). 

Many Abri members have also been 
trained by Australians inside Indonesia, 
though exact figures are not available. 
Whenever Australia has provided military 
and related hardware, such as aircraft, 
patrol boats and radio transceivers, use 
and maintenance training has been of- 
fered both in Australia and in Indonesia. 
Australian advisers have also been active 
in survey and mapping work in Indone- 
sia. 
Abri visits to Australia have taken place 
at all levels. Several generals have been in- 
vited each year, normally with the aim of 
finding out whether and to what extent 
Abri can learn and adapt from Australia in 
certain specific areas. Those who organise 
the programme are also aware of the need 


to encourage exchanges at this high level 
to break down mutual prejudices and 
stereotypes, one source said, 

The Indonesians have not yet under- 
gone unit training in Australia, in which a 
whole platoon or company goes together 
as a group. It is felt that this may have 
something to do with Indonesia's strong 
desire to maintain a credible non-aligned 
status. But there has certainly been group 
training, in which officers from various 
sectors of Abri are trained together, as 
well as joint naval exercises. 

Just as some Abri officers who studied 
or trained in Australia are taking up key 
positions at home, Australians who 
studied here are also advancing through 
the ranks. Brig.-Gen. Keith Kirkland, 
former Australian defence attache in 
Jakarta, once studied at Seskoad, the In- 


donesian army staff college, and one of his 


classmates at the time was Lieut-Gen. Ru- 
dini, now chief of staff of the Indonesian 
army. Given the importance which the 
two armed forces attach to each other, and 
hence the high quality of the exchange of- 
ficers, it should not be long before some 
alumni of Australian institutions reach the 
apex of Abri, and vice versa. 

This would obviously be a plus for gen- 
eral bilateral relations. But Australia must 
be careful not to appear too eager to reap 
direct and tangible benefits from the co- 
operation programme. Probably by 
choice, Abri members with Australian ex- 
perience have not formed an association 
and donot hold meetings. Some Austra- 
lians claim they have not yet tapped the re- 
servoirof goodwill among Abri and do not 
intend to do so in future. 








Room for manoeuvre 


Australia has the open spaces that Singapore 


lacks to train its armed forces 


By V. G. Kulkarni 

Singapore: The scale of Singapore's de- 
fence links with Australia was amply dem- 
onstrated in March-April last year when 
the island republic’s army carried out a 
battalion-level exercise at Shoalwater 
Bay, Queensland. Singapore itself is obvi- 
ously too small to allow for meaningful 
manoeuvres. And while Singapore does 
have access to training facilities in Taiwan 
and Brunei, there are political and mili- 
tary limitations to using them. 

Thus, a major segment of training for 
the Singapore armed forces 1s likely to 
continue in Australia. As a further exam- 
ple of the cooperation, Singapore has de- 
ployed since February 1982 six of its 
Skyhawk aircraft and a detachment of 
crew for an indefinite period at the 
Australian base in Williamtown, New 
South Wales. 

Military cooperation between Australia 
and Singapore is both bilateral and multi- 
lateral, the latter under the auspices of the 
1971 Five-Power Defence Arrangement 
(FPDA). As by 1970 Britain had decided 
to withdraw its extensive military pre- 
sence from the region, cabinet ministers of 
the five countries — Britain, Australia, 
New Zealand, Malaysia and Singapore — 
signed the FPDA on April 16, 1971, to en- 
sure the security of the region. 

Under the FPDA, in the event of an ex- 
ternal attack or the threat of it against 
Malaysia or Singapore, the five govern- 
ments are required to consult each other 
immediately to work out counter-mea- 
sures. The FPDA also involves consulta- 
tions on defence planning and joint exer- 
cises. As the FPDA envisaged neither a 
joint command nor a permanent coor- 
dinating secretariat, these consultations 
and joint exercises are specially valued 
both by Singapore and Malaysia. 

Until last year the Australian air force 
maintained a small detachment of fighter 
aircraft in Singapore. Since then six or 
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eight Australian Mirage fighters have 
been making periodic visits to Singapore 
from Butterworth, Malaysia. In June 198] 
the Australian Government, headed by 
Malcolm Fraser, announced that it would 
be withdrawing one of its two Mirage 
squadrons from Butterworth by 1983. 
Fraser's successor, Bob Hawke, has not 
commented on the matter, but his govern- 
ment is likely to proceed with the with- 
drawal. Thus the stage is set for fewer vis- 
its of Australian fighters to Singapore. 
Bilaterally, Canberra’s Defence Co- 
operation Programme (DCP) with Singa- 
pore began in 1966 (between 1963 and 
1965 Singapore was covered under the 
DCP for Malaysia). In the 17 years to June 





Butterworth-based Mirage pilot: regular visits. 


1983, Australia spent an estimated A$16.8 
million (US$14.7 million) in military as- 
sistance under its DCP with Singapore. 
Beginning with less than A$500,000, the 
aid reached a high of A$1.6 million in 
1969-70 when Singapore had just begun 
modernising its forces. In the 1980s such 
aid has hovered around A$1.2 million a 
year. 

In the early vears of the DCP, Austra- 
lian aid consisted of equipment and train- 
ing-related projects including the supply 
and installation of a C130 flying simulator, 
the setting up of a microwave communica- 
tion system, training on Bloodhound 
ground-to-air missiles, development of a 
defence equipment inventory system and 
the supply of electronically controlled 
small-arms target ranges. 

In the late 1970s, after sufficient mod- 
ernisation of Singapore's forces, the em- 
phasis of the DCP shifted mainly to train- 
ing. So far some 360 Singapore service- 
men have been trained at Australian de- 
fence establishments, An Australian flight 
crew training Singaporeans in 
the conversion to C130 trans- 
ports has been based here. 

But the most significant part 
of the military cooperation lies in 
joint exercises conducted annu- 
ally since 1981 by members of 
the FPDA. The annual maritime 
exercises, code-named Starfish, 
arc hosted alternately by 
Malaysia and Singapore. Malay- 
sian and Singapore naval vessels 
are joined by ships from Austra- 
lia, New Zealand and Britain. 
The land counterparts of the 
Starfish exercises are the com- 
mand-post level manoeuvres 
code-named Platypus. 

In addition to the benefits of 
joint planning and command ex- 
perience, not to mention learn- 
ing about Nato-style tactical con- 
cepts, these exercises help to de- 
velop cooperation between the 
forces of Malaysia and Singa- 
pore, which would not have been 
easy to, accomplish had the 
exercises not been under the 
FPDA. a 
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the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircrafts operation. 
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HE Nomad Searchmaster 
is a unique and proven 
patrol aircraft, that represents 
the best maritime surveillance 
package currently available for 

coastal surveillance. 
The range includes the 
Searchmaster 'Lima' with chin- 





resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
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The Little Drummer Girl by John le 
Carré. Hodder & Stoughton. £8.95 
(US$14). 


JOHN le Carré's latest novel breaks away 
from George Smiley’s world. Gone are 
the lamplighters, moles and wintry land- 

scapes. Gone also is the dusty, down-at- 
heel elegance of the Circus, its spirit fad- 
ing with the evanescence of the Empire. 

Suddenly Smiley's decency seems dated, 

his struggle — “to be inhuman in defence 
of our humanity . . . harsh in defence of 
compassion" — too benign. The new 
theme is terrorism and its effects are im- 
mediate, shocking and personal. 

This is new, unpleasant territory, 
superbly drawn; and it is quintessentially 
modern. In The Little Drummer Girl, his 
10th novel, le Carré leads us into the an- 
guish of the Middle East and its impas- 
sioned polities. Agonies we read about in 
our daily papers form the setting and the 
controversial, bloody dilemmas of the 
story. At times the novel reads like a 
foreign correspondent's despatch. 

The plot centres on the attempts of an 
Israeli intelligence squad to locate and de- 
stroy a group of Palestinians and their 
shadowy lcader, Khalil. In order to 
achieve this, the Israelis recruit a young 
and attractive British actress, Charlie, to 
lead them to the prey. She is the goat 
which will be used to capture the tiger, the 
goat who is also a hopelessly mixed-up, 
weak-willed, warm-hearted fool. Despite 
her vaguely leftwing views she allows her- 
self to be recruited bv those "loyal lackeys 
of capitalist imperialism" in the Middle 
East — the Israelis. She does not stand a 
chance of saying “no.” 

The manner of her recruitment is cru- 
cial to the credibility of the novel and it is 
cleverly depicted by le Carré. He is able to 
peel away Charlie's superficial and sillier 
skins until he reveals the “bright, creative 
and under-used" woman underneath. The 
Israelis offer Charlie the chance to make 
the world a better place. More impor- 
tantly they offer her a role which answers 
her deepest emotional needs and which 
will complete her life for her. 

She is a born actress who lies so fluently 
that she believes her lies are true. In a 
sense, this book is as much about the na- 
ture of acting — both on and off the stage 
— as it is about terrorism. Charlie lies be- 
cause she is at odds with her world, caught 
up in à struggle to reconcile herself and 
her background. As le Carré has said: 
"People want to interpret their lives in 
terms of conspiracy." And Charlie is given 
the opportunity to live out an epic conspi- 
racy by using her unique attributes: “The 
part we have in view for you combines all 
your talents, Charlie, human and profes- 
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Goodbye to George Smiley 


The promiscuous Charlie for the first 
time in her life is completely seduced. She 
accepts the role that has been written for 
her in “the theatre of the real,” averting 
her eyes from the true meaning of the play 
itself, 

We follow her “into the dark” of her 
mission; through West Germany, Greece, 
Lebanon, refugee camps and guerilla 
training schools. The seed of hatred that 
has been planted 
flourishes in the fertile 
battlegrounds of the 
Middle East. In order 
to escape her internal 
chaos, the confusion 
between illusion and 
reality, Charlie gathers 
together “the elements 
of her assumed charac- 
ter as never before. 
welding them into a 
single combative iden- 
tity.” 

This isa fine novel. It 
is perhaps too long and 
romantic, but — de- 
spite a few infelicities 
— always well written. 
It is not as good as The 
Spy Who Came in From 
the Cold but it is still far 
better than anything 
else available in this genre. Le Carré has 
no peers. Success and personal happiness 
have mellowed him; hence the increasing 
romanticism of his stories. But his central 
Struggle still goes on: for the underdog, 
the pawn of uncaring governments. Often 
the struggle seems hopeless. Human be- 
ings are used and tossed aside by faceless 
servants of a larger cause. Moral am- 
biguities reign in a world where nothing is 


A vivid view of 
post-war Japan 


A Pale View of Hills by Kazuo Ishiguro. 
Penguin. £2.95 (US$4.50). 


THIS is an excellent debut by a young 
author born in Nagasaki in 1954 but raised 
and educated in England since the age of 
six. Although his memories of Japan can 
hardly be very vivid, he manages to bring 
his vision of Japan in the aftermath of war 
alive. One senses the lingering trauma of 
defeat, the recrimination and tension be- 
tween young and old over responsibility 
for the war, and the energetic determina- 
tion to rebuild a devastated society by de- 
feat. 
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The balance of the book is no évasion 
author lets the moral ambiguities AA 
story make their own impact. The. 
tion from the grey, cold wars of the Circus 
to the hot, impassioned politics o h 
Middle East is a great success. Le Cay 
has written a novel of modern times à 
found a new way forward, leaving Sm 
behind him. — RODERICK BRI 
It is an intricate story subtly inte e 
ing the past (Nagasaki in the early 1950s) 
and the present (contemporary England. 
Etsuko, a Japanese widow living in Eng 
land, tries to come to grips with the 
suicide of her daughter, Keiko. Ass 
thinks about Keiko's death, Etsuko i 
flooded by memories of Nagasaki and thi 
people she knew there. It is the interle ck | 
ing of these different fates that provides. 
the dynamic of the novel. 1S 
Every character seems to be consumed 
by feelings of guilt for having left Japa n. 
Memories play tricks, feelings change 
over time, and what appeared right before 
seems terribly wrong later, Ishiguro deve- 
lops these themes in a disturbing anc 
haunting narrative. In short, it is a fine 
book, beautifully constructed, which 
shows a sensitive understanding of both 
British and Japanese cultures. —DM. 
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China puts the brakes on runaway growth — and profiteering 


More stick, less carrot 


By Robert Delfs 

Peking: An urgent directive banning illicit 
price increases for steel, coal, cement and 
Other primary industrial commodities was 
issued on July 3 by China's State Council 
and the party central disciplinary inspec- 
tion commission. This followed recent re- 
ports in the Peking press that many state- 
owned enterprises have been indepen- 
dently raising steel prices by as much as 
30% over the fixed state price during the 
past year. Cement prices have exceeded 
the fixed price by as much as 35?5 and 
lumber prices by as much as 200% , reports 
said. 

The practice of raising prices for scarce 
construction materials, imposing arbitrary 
fees on construction units and even extor- 
tion had reached an intolerable level, the 
directive said, squeezing key central-gov- 
ernment construction projects and threat- 
ening serious general inflation as the price 
increases worked their way through the 
economy. 

The reported infractions involve some 
of China's biggest steel mills, all of which 
will be required to refund “illegal profits" 
derived from illicit price increases since 
the beginning of this year. Baotou Steel 
and Iron Corp. in Inner Mongolia has al- 
ready turned over Rmb 1.44 million 
(US$727,750), representing illegal gains 
on 21,600 tonnes of steel which were 
marked up 30% from about Rmb 220 to 
Rmb 286 a tonne. 

The Benxi Steel and Iron Corp. in 
Liaoning province has refunded Rmb 1.3 


million of an estimated Rmb 2.5 million in 
extra profits so far this year and the Maan- 
shan Steel and Iron Corp. in Anhui pro- 
vince has returned Rmb 2.1 millionit over- 
charged buyers from March to May. Party 
disciplinary proceedings and legal action 
have been threatened against plant mana- 
gers and cadres responsible for the in- 
creases. 

The news that these steel mills and other 
major state-owned enterprises have been 
defving or evading state price-control 
regulations — apparently with at least the 
tacit. approval of provincial and de- 
partmental administrative units — is à 
striking indication of how uncontrolled 
China's so-called planned economy has 
become. The crackdown represents the 
first step in what is likely to be a major as- 
sault on runaway investment spending and 
heavy-industrial growth this year. It marks 
a deepening split. within the Chinese 
leadership over economic policy and the 
direction of the reforms. 


n one side of the debate is the State 

Council group centred on Premier 
Zhao Ziyang; Vice-Premier Yao Yilin, who 
is also minister in charge of the State Plan- 
ning Commission; veteran economic plan- 
ner and architect of the 1980-81 readjust- 
ment Chen Yun (who currently heads the 
party central disciplinary inspection com 
mission); Minister of Finance Wang Bing- 
qian, and Zhang Jingfu, head of the State 
Economic Commission. They advocate 


slower economic growth, limiting overall 
investment spending and heavy-industrial 
growth, and gradual but thoroughgoing 
reforms leading towards a form of market 
socialism over the next few years. 

Party General Secretary Hu Yaobang is 
at the centre of what might be termed the 
party secretariat group, including leading 
social scientist Hu Qiaomu and party 
propaganda chief Deng Liqun, which sup- 
ports rapid industrial growth. They have 
the support of the powerful heavy-indus- 
trial lobby led by state councillor Gu Mu 
and director of the People’s Liberation 
Army political department Yu Qiuli, pre- 
viously head of the State Planning Com- 
mission, as well as State Chairman Li 
Xiannian. Emboldened by the success of 
the agricultural reforms last year, the 
party secretariat group tends to support 
rapid decentralisation of economic deci- 
sion-making powers and high retention of 
profits by local administrative units and in- 
dustrial enterprises. 

The influence of the party secretariat 
group has become increasingly dominant 
during the past 10 months since the 12th 
party congress last September when Hu 
announced the target. of quadrupling total 
industrial and agricultural output value 
within 20 years. His speech on problems of 
modernisation and.reform delivered in 
January (while Zhao. was on tour in Af- 
rica) signalled a major propaganda cam- 
paign to push the concept of reform in the 
Chinese media, stressing decentralisation 
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and incentives (REVIEW, Apr. 28). 
The State Council group's position is 
that decentralisation of financial control 
or "eating in one'sown kitchen" cannot be 
effective and may even be dangerous, un- 
less and until price reforms have been ef- 
fected, a gradual and painful progress. 

Enterprises and localities have invested 
excessively in projects promising high pro- 
fits which do not, however, reflect true 
economic needs or scarcity levels owing to 
built-in price distortions. The State Coun- 
cil group came back strongly at the sixth 
National People's Congress in June 
(REVIEW, June 23). Zhao's report called 
for immediate strict controls on excessive 
investment. Yao's report was uncom- 
promising about what was wrong: 

» The increase in capital-construction in- 
vestment was far too rapid, growing 30% 
instead of 3.995 as planned. 

» Excessive construction investment fuel- 
led a resurgence of heavy industry, which 
grew 9.3% by value against a planned 1%. 
» Excessive construction investment and 
runaway heavy-industrial growth put in- 
tense strains on supplies of energy, steel, 
timber, cement and other primary indus- 
trial commodities to the detriment of both 
light industry and key national construc- 
tion projects to develop energy supplies 
and transport infrastructure. 

These trends have snowballed in the 
first half of 1983. Capital-construction in- 
vestment, which is supposed to decline 
8.6% this year, was 18.3% higher at the 
end of April than in the first four months 
of 1982. Heavy-industry output, slated for 
a 3.9% rise in value terms this year, was up 
12% at the end of June over the first-half 
figure for 1982, more than twice the 
growth rate of light industry which is sup- 
posed to be increasing slightly faster than 
heavy industry. 

The new directive banning price in- 
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creases for primary industrial goods does 
not directly attack the root problems of 
over-investment and excessive heavy-in- 
dustry growth. The illicit price increases 
were a natural result of the serious short- 
ages of construction materials; they appa- 
rently involved only marginal quantities of 
the violating plants' total production, and 
in any event the directive itself conceded 
that prices for some of these raw materials 
were too low and required adjustment. 

The system of substituting taxes for the 
delivery of profits to the state, formally in- 
stituted on June 1, can directly address ex- 
cessive and inappropriate investment pro- 
vided it is implemented in such a way that 
the differential surtax does reflect variable 
profit differentials induced by fixed-price 
distortions. Another step was the an- 
nouncement on July 1 that the People's 
Bank of China was assuming the sole right 
to handle state-owned enterprises" work- 
ing capital. 


his had been under the control of fi- 

nancial departments since the 1950s, 
but in recent years significant amounts of 
working capital have been diverted to in- 
vestment, according to reports. The bank 
will issue floating-rate loans at differen- 
tials varying above a new "prime rate" 
(believed to be initially set at about 8%) 
on the basis of criteria such as sectoral 
priority, product quality and efficiency of 
energy and raw-material utilisation, by 
channelling investment spending through 
the People's Construction Bank. Using 
similar variable credit policies, the gov- 
ernment hopes to be able to influence in- 
directly the flow of investment, which cur- 
rently is over-responsive to profit diffe- 
rentials caused by artificial price distor- 
tions. 

The most important effect of the direc- 
tive banning illicit price increases is to 
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reassert the authority of the State Council 
over the economy, putting the party sec- 
retaflat group on the defensive and laying? 
the groundwork for further substantive 
policy changes in months to come. Thé = 
fact that all the offending plants cited for) 
illicit price increases were heavy-indus- 
trial concerns will have the effect of neus 
tralising the heavy-industry lobby in the 
intra-party debate, isolating the pro- 
rapid-growth partisans within the party 
secretariat and the central committee. 

The State Council group, meanwhile, 
has established a linkage between exces- 
sive investment and rapid growth and in- 
flationary pressures from which to further 
its own reform agenda. And it drew 
another trump card with the publication of 
elder statesman Deng Xiaoping's Selected 
Works on July 1. 

Chen Yun began urging readjustment 
measures to cut investment levels and 
scale back heavy industry almost im- 
mediately upon returning to his post of 
central committee vice-chairman in 1978. 
A decision in favour of readjustment was 
made at a central work conference in 
April 1979, but its implementation was 
blocked by then chairman Hua Guofeng 
and the pro-heavy-industry lobby. The 
delayed readjustment policies were finally 
pushed through at a central work confer- 
ence in December 1980, shortly after 
Zhao became premier. Deng's speech at 
that conference on implementing read- 
justment policies and guaranteeing stabil- 
ity and unity was a key factor in the deci- 
sion to opt for readjustment. The publica- 
tion of Deng's speech in the new Selected 
Works, with its ringing endorsement of 
Chen's and Zhao's call to cut back overall 
investment and heavy industry in favour 
of agriculture, light industry, energy and 
transport, cannot but play an important 
role in the current policy debate. 
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Man a qualified vote of confidence, 
— Athe World Bank-sponsored consultative 
- group of aid donors to the Philippines ag- 
— Feed at its July 6-7 meeting in Paris to “aim 
for a somewhat higher level of support" 
= for 1984 than the US$1.2 billion which 
Manila has received in each of the past two 
years. 

— Based on the pledges announced at the 
— meeting. the minimum requested by the 
Philippines seems to have been reached. 
“However, Prime Minister and Minister of 
‘Finance Cesar Virata, who led his coun- 
‘try’s delegation, was confident of raising 
additional funds during his visit to Euro- 
pean capitals after the aid conference. 
-—— — The aid conference this year was par- 
— ticularly significant for Manila, given that 
—1the balance of payments has been per- 
— forming below targets set by the govern- 
— ment and the International Monetary 
— Fund. Although member-country com- 
"ave. 
— mitments are for 1984 — and are- only 
~ commitments — they give Manila’s 
= technocrats and the IMF a basis for capi- 
 tal-flow expectations during the year, 
“When commercial borrowings are ex- 
‘pected to remain expensive and tight. 
"Maintaining the ability to service the 

USSIS billion in foreign debt without hav- 
—ing to resort to rescheduling depends a 
—great deal on the amount of soft credit 
flowing in. Interest and amortisation pay- 
—ments in 1982 alone totalled US$2.24 bil- 
— lion, up 27% from 1981 and just US$150 
-— million below the amount of new debt 
—eontracted during the year. Loan repay- 
— ments this year will continue to rise, well 
— above the IMF- and government-imposed 
— debt ceiling on new foreign borrowings of 
- US$2 billion (evenly split between conces- 
T E and commercial financing). In 

other words, the net of new borrowings 
will be negative. 
~ According to the Philippine Govern- 
— ment’s briefing paper for the conference 
E but out by the National Economic and 
Development Authority), preliminary 
projections for the balance of payments 
— Show total deficits dropping from the 
— US$1.11 billion in 1982, to US$598 million 
—in 1983 and to US$269 million in 1984. To 
—do this, concessional-aid inflows must 
7 OT at least US$1.2 billion, the report 
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said. 
Although part of the IMF targets ac- 
— companying its standby credit of 315 mil- 
~ lion special drawing rights, or SDRs 
— (US$336 million) signed in February (an 
© SDRs 188.5 million compensatory-fi- 
nance facility was released simultane- 
ously), it is clear the balance-of-payments 
targets will not be met. Lower-than-ex- 
cted exports brought the first-quarter 
alance-of-payments deficit to US$343 
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A consortium of donors gives a qualified thumbs-up for the 
. Philippine economy in the wake of special remedial measures 
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million, and the government's preliminary 
estimate for the first half has already 
reached US$562 million. Virata said Man- 
ila is now hoping to contain the full-year 
deficit at US$800 million. 

Financing the extra US$200 million may 
have something to do with Virata's Euro- 
pean trip, as the ability of the IMF and the 
Central Bank of the Philippines to help 
will be limited. Under the original US$598 
million deficit target, the IMF was to fi- 
nance US$243 million, the central bank 
US$100 million, with the commercial 
banking system picking up the difference. 
Central bank net reserves as of June were 
already down to US$500 million. The 
question remains as to how the Philippines 
will finance the difference while staying 
within targets for new debt. 

At the Paris conference, the largest 
amount of aid committed again came from 


Virata: confident of fresh funds. 


the World Bank, which pledged US$500 
million. The Asian Development Bank 
committed US$300 million. Both banks, 
however, have had trouble disbursing 
their project loans owing to the govern- 
ment’s difficulty in coming up with suffi- 
cient counterpart financing. Tough IMF 
conditions have dictated a significantly re- 
duced budget, and obtaining assurances 
from the Budget Ministry of allocable 
funds, for ADB projects in particular, has 
become virtually impossible. 

World Bank funds are much more easily 
disbursed, especially since the bank 
started to implement its structural-adjust- 
ment loan. (SAL) programme. The 1984 
figure includes à projected third SAL 
worth US$300-350 million, to be ex- 
tended for agricultural reform (one of the 
topics covered at the Paris meeting), as 
well as for continued tariff reform and 
energy development. 
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Nakasone during his May visit to Manila, 
could exceed US$325 million, including 
some US$282 million in yen credits plus 
special loans and technical aid. The Unit- 
ed States will contribute US$97 million, 
and while this equals the 1982 pledge, it 
will take the form of grants, thus not ad- 
ding to official debt. It is not clear whether 
this shift represents the move from the ex- 
piring US military-bases aid agreement, 
which emphasised credits, to the recently 
signed five-year extension, which em- 
phasises grants. 

West Germany pledged US$15 million. 
However, other donor countries, includ- 
ing Italy, Spain and Belgium, were unable 
to make specific pledges as their own 
budgets have yet to be voted through by 
their respective parliaments. Britain's 
contribution reportedly will consist large- 
ly of scholarships. France, though rep- 
resented at the meeting, indicated it 
would resume its aid only after a dispute 
involving the construction of a Philippine 
paper mill by a French firm had been set- 
tled. Cellophil Resources Corp., taken 
over by the government from the bank- 
rupt Herdis group, is fighting with Societe 
Spie-Batignolles over a US$75 million 
supply and engineering contract for the 
paper mill, built in 1976 in northern 
Luzon, which the government claims did 
not meet specifications or capacity and 
thus led to the company's bankruptcy. 

Other member countries in the aid con- 
sortium are Australia, Canada, New Zea- 
land and Switzerland. Attending as obser- 
vers were India (for the first time), the 
World Bank, IMF, ADB, the Interna- 
tional Finance Corp. and the United Na- 
tions Development Programme. 





ut aside from concern over the nega- 

tive balance-of-payments and debt 
position, the aid donors were encouraged 
by additional measures taken by Manila 
to counter the  worse-than-expected 
performance in the first half of 1983 
(REVIEW, July 7). The 7.3% peso devalu- 
ation, increases of 6-11% in domestic oil 
prices and the rephasing or suspension of 
some of the government's 11 major indus- 
trial projects may have shored up donors' 
confidence in Philippine economic man- 
agement, 

Reducing government expenditure, 
tightening credit by keeping an eye on 
growth in net domestic assets, along with 
minimising government equity contribu- 
tions to its own expanding network of 
public-sector corporations, are all IMF 
guidelines accompanying the standby faci- 
lity and to date are well within targets. This 
adjustment process is expected to start 
showing some positive effects in terms of 
boosting exports and keeping the lid on 
import increases towards the end of the 
year when the salutory effects of the US- 
led recovery begin to filter through to the 
Philippines. 

Although balance-of-payments prob- 
lems remain, continued stability in the 
price of copper following its rise earlier 
this year and the boost in coconut and 
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"overseas workers, should reduce the cur- 

nt-account deficit from the unsustain- 
oR US$3.4 billion in 1982, though it is 
b Meer to reach the targeted US$2.5 bil- 
. lion for 1983. The government is also hop- 
- ing the effects of the World Bank's 
elu rm structural-adjustment pro- 
B will begin to aid the economy 




























The World Bank's own briefing paper 
i to the delegates said policies adopted by 
— the Philippines. should boost manufac- 
r . tured exports starting in the mid-1980s 
and limit imports. The continuing energy 
hs re orm is expected to reduce oil imports. 
- These should keep the current-account 
5 deficit at about US$2 billion in 1985. And 
though the bank expects it to increase 
- again to US$3 billion in 1980, it will repre- 
‘sent a sustainable 3% of gross national 
product, down from the 8.5% in 1982. 
D ebt service, now computed by the World 
de Bank at 28-29% of exports in the same 
year, should drop, the bank says, to 22- 
- 25% during the second half of the 1980s — 
st high, but said to be manageable. (The 
, Philippine Government's own estimate of 
_ debt service, based on payments on fixed- 
. terr debt against previous year's ex- 
| ports, is 19.6% for 1983.) 
— — But the bank also cites two risks. The 
o first i is the inability to estimate accurately 
^N the quantitative effects of the reforms, 
| ite the target projections laid out. 
oT second is the international economic 
- condition, particularly in the area of world 
: trade. While both the World Bank and 
_ IMF supported the government's adjust- 
» - ment programme, they reportedly expres- 
K sed concern at some of the obstacles 
d faces. The trade-liberalisation pro- 
^ me, for example, was meeting with 
3 Er considerable resistance from the private 
^ sector and both the fund and the bank 
- — feared it might therefore be abandoned. 
The World Bank and the ADB also 
T. M | eng the emphasis on large-scale irri- 
— gation projects. But Agriculture Minister 
E Arturo Tanco, also present at the confer- 
m ence, said major projects will be im- 
plemented in stages and smaller projects, 
5 which include the improvement of existing 
. systems, will be intensified. 
Among the donor countries, the US, 
= Japan and West Germany were the most 
unreserved i in their support of the Philip- 
| Government's policies. The US, 
however, stressed the need to reduce the 
dna of government organisations, espe- 
Er Sally state-trading organisations, in the 
_ economy. 
If the donor countries were generally 
- appreciative of the government's efforts 
: to boost the economy, they were con- 
cerned that the rural poor would be the 
hardest hit by any sharp economic deterio- 
| ration and a subsequent fall in the growth 
— rate to below 3%. They welcomed the re- 
cent decline in the population growth rate, 
b on the other hand, but pointed out that it 
- remained one of the highest in Asia and 
therefore an intensification of family- 
planning activities was required. [ü 
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= Spending to save 


The fruits of the Philippines’ investments in diversification 
of power sources are beginning to show 


By Guy Sacerdoti 


Manila: With the Philippine economy 
stuck in the unhappy position of trying to 
finance desperately needed structural re- 
form with increasingly scarce resources, 
one of the few feathers President Fer- 
dinand Marcos can wear in his develop- 
ment cap, in terms of both past ac- 
complishment and future commitment, is 
energy. 

Along with the majority of the world’s 
oil-importing, middle-income nations, the 
Philippines suffered big deficits in its trade 
balance — and thus its balance of pay- 
ments — as a result of the twin oil-price 
surges of the 1970s. In 1973, its oil import 
bill was US$231 million, 13% of total im- 
ports and 11% of export revenue. By 
1981, the figure had risen to US$2.5 bil- 
lion, representing 30% of imports, nearly 





Marcos: a feather in his cap. 


40% of export revenues and surpassing 
that year's trade deficit by a third. 

But while the import bill continuously 
increased, the government was spending 
progressively more on developing energy 
substitutes for oil. The fruits of that invest- 
ment are now beginning to show. For the 
first time, the value of oil imports fell in 
1982 by slightly more than 10%. Although 
this was due partly to a reduction in inven- 
tories, falling oil prices and the general 
economic slowdown, it was a major mile- 
stone for the import-substitution pro- 
gramme nonetheless. 

More significant, however, was the con- 
tinuing trend towards greater energy self- 
sufficiency. During the first oil crisis, 
more than 90% of the country's energy re- 
quirements came from imported oil. This 
dropped to 77.7% in 1981 and to 73.5% in 
1982. 


This was possible because of a number 
of factors. First, untapped indigenous 
energy sources were plentiful. Hydro- 
power was the most developed natural re- 
source, but the four existing dams in 1973 
could supply only 4% of the country's 
energy needs. Three new dams and an ex- 
panded hydroelectric system have come 
on stream, boosting hydropower's con- 
tribution to about 8%. The huge Magat 
Dam in Isabela province was inaugurated 
earlier this year and will supply an addi- 
tional 360 mws when its power-generating 
component comes on stream (though the 
project is about two years behind 
schedule). Another dam on the main is- 
land of Luzon and the controversial Agus 

river project on the southern island of 
Mindanao (which has upset local Muslim 
residents because of a marked reduction 
in the level of Lake Lanao) should in- 
crease hydroelectric supply to about 
12.4% of total national energy capacity in 
1987. 

But the most impressive progress to 
date has been in geothermal energy, a re- 
latively new source. The Philippines has 
since 1962 been studying geothermal po- 
tential (which uses steam pockets from the 
earth's magma to power turbines). And 
with a number of fields already identified 
and explored following a 1970 contract 
with Union Oil of the United States, in- 
creased oil prices made development of 
the fields relatively cost-effective. 

From the initial 3 mws of the pilot plant 
which came on stream in 1977, the coun- 
try's total geothermal capacity now is 556 
mws, second only to that of the US, which 
it plans to surpass by 1987 when expanded 
fields in Luzon, Negros and Leyte should 
increase production to about 1,550 mws, 
or nearly 14% of the country's power re- 
quirements. 

The country also has large coal re- 
serves, the biggest being the 132 million 
tonnes on Semirara Island in central 
Philippines. The government's National 
Development Co. will operate the open- 
pit mines, increasing production from 44 
tonnes a day at present to about 4,300 ton- 
nes by 1985. With 17 cement plants now 
being converted to coal-fired power and 
the planned integrated steel mill in Min- 
danao as major users, coal will boost its 
share of total energy generation to 11.896 
in 1987 from 2.4% in 1982. 

The country has also launched an inten- 
sive search for oil, but the initial euphoria 
over offshore discoveries has waned 
markedly in recent years as the pockets 
tapped have been shallow. Still, produc- 
tion in 1982 reached 3.6 million barrels, or 
3.8% of local energy needs. ars is E 
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about 5% 
1987. 

Completing the major oil-import substi- 
tutes picture is the highly controversial nu- 
clear plant under construction on the 
northwestern coast of the Bataan penin- 
sula. The 620-mw: facility is very expen- 
sive (USS2 billion) and with the oil-price 
drop, its cost-effectiveness has become 
questionable. One senior government of- 
ficial said the government made a mistake 
in going nuclear. but the project is now 
under construction and should start pro- 
ducing in late 1984, to contribute about 
4.8% of the country's energy’ require- 
ments by 1987; 


of total consumption — by 


hile the physical performance of most 

of these projects has been creditable, 
however, the cost of the energy overhaul 
has been huge. Most important has been 
the inability of government agencies to 
price the generated power ‘sufficiently 
high to finance even the local+currency 
costs of project components. Thus bor- 
rowing has led to the critically high 
foreign-debt profile the government is 
now trying to control, while financing the 
local peso portions has helped bring on 
unsustainable budget deficits. 

The government agency implementing 
the country’s energy programme, the Na- 
tional Power Corp. (NPC), is deeply inde- 
ficit, this year alone to the tune of P900 
million (US$81.8 million), Most of this 
has had to be covered by increased gov- 
ernment equity contributions, which in- 
creased in 1982 to P2.5 billion, or about 
30% of NPC's investment in that year. 

And while domestic-energy investment 
shot up from P276 million in 1973 to more 
than P6 billion in 1980, the government's 
five-vear (up to 1987) energy programme 
aimed at reducing reliance on imported oil 
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is stated to cost another P67 billion (in 
1982 prices), or about 2.8% of total pro- 
jected gross domestic product, according 
to World Bank documents. That amount 
is about a third of total planned public-sec- 
tor investment for the period. 

According tg the structural-adjustment 
programme between the World Bank and 
the Philippine Government, peso require- 
ments for these investments — 52% of 
which will go to power generation and 
transmission, 26% to development of re- 
sources, 15% to rural electrification and 





come from NPC collections. Infusion of 
government equity is to drop to P2.3 bil- 
lion this year, down further to P 1.7 billion 
in 1984 and P 1.2 billion in 1985. 

To do this, power rates must rise. And 
they are rising. In July 1982, the NPC 
started an 18-month programme of au- 
tomatically boosting power tariffs — by 75 
centavos à kwh every three months. A 
one-time 1095 tariff increase was added in 
February. NPC revenues should increase 
by about 22% by early 1984 but to cover 
the peso-investment requirements of the 
national energy plan, another 13-18% 
tariff increase would be necessary in the 
following two years. 

But that may still not be enough. While 
much of the increase in overall power-gen- 
eration capacity — from 4,884 mws availa- 
ble in 1982 to the projected 8,199 mws in 

i iesel-fired 
facilities, 31% of the total capacity will 
still rely on oil products. That means that 
if the tariff increases are to make any real 
difference in generating funds for invest- 
ment, local petroleum price increases will 
have to be transferred automatically to the 
consumer. 

Following the July 1 across-the-board 
increase of 31.9 centavos a litre in petro- 





An uphill achievement 


The Kalayaan hydroelectric plant generates electricity 
by day and tops up its water storage by night 


Kalayaan, Laguna: With its six-m. 
diameter penstock winding down the 
hills from man-made Lake Caliraya 285 
ms above, the new Kalayaan hydroelec- 
tric facility does not look very different 
from any other 300-mw. plant. But the 
Kalayaan system, inaugurated on March 
9, adds an important dimension to Man- 
ila's power requirements. 

From Caliraya, the water falls through 
the penstock towards Kalayaan's tur- 


bines, producing electricity to meet | 


Metro-Manila's increased needs during 
peak hours. If the plant were run con- 
tinuously, it would dry up the 92 sq. km. 
Caliraya reservoir in about 120 hours. 
But as soon as Manila's power use falls 
in the evening, the turbines reverse 
| direction and become huge pumps. 
| Instead of water falling at 60 cu. ms a sec- 
| ond, it is flowing back up the penstock 
| and into Caliraya at 50 cu. ms a second. 
| 
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The power consumption of the pump- 
ing operation is 320 mws, or 6.6% more 
than Kalayaan generates. Excess power 
supply from the geothermal plants at 
Makiling-Banahaw and Tiwi, which can- 
not be turned off as can an oil-fired 
generator, is tapped for Kalayaan’s 
pumping. 

The project will certainly help Manila 
overcome some of its chronic power fail- 
ures which plague business and industry 
during the long dry season, by acting in 
effect as a huge storage battery. During 
the recent drought, other Luzon hydro- 
electric dams were at levels below their 
power-generation requirements, but the 
Caliraya reservoir stayed close to its 
minimum required to operate at base 
load. Now it is only slightly below its op- 
timal level. 

Until the nuclear plant starts up, how- 
ever, the pumping operation will remain 
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leum-product prices, the NPC began lob- 
'bying for an adjustment mechanism which 

will compensate for any fuel-price in- 

crease — and they are likely to get it. 

Still, the government estimates that to 
facilitate expansion of non-oil energy pro- 
jects it will need foreign borrowings of 
another USS6 billion to 1987 which, given 
the present US$18 billion foreign debt, 
make the attainment of the programme 
goal of increasing total commercial energy 
from domestic sources from 32% in ] 
to 49% in 1987 “ambitious,” 
the World Bank. 

The government is currently undertak- 
ing one of its periodic reviews of the pro- 
gramme and deferment of some projects 
— particularly expansion of some existing 
non-oil facilities — could push targets 
back by one or two years. But that should 
merely affect the overall timing and not 
the value of pursuing the plan. 

As the economic recovery in the West 
reaches the Philippines, local demand for 
energy will increase. And if the country 
succeeds in reducing the oil portion of its 
import bill from 30% to 25% as planned, 
the savings it will realise to help cut its de- 
ficits in trade and the overall balance of 
payments, even with the debt service, 
make the investments worthwhile. 


according to 

















Hydroelectric power: cutting the cost. 


expensive. Because the pumping opera- 
tions rely on oil-fired generators (at the 
nearby Malaya plant), the cost of power 
consumed is 43 centavos (3.9 US cents) a 
kw. This cost is expected to drop to an 
estimated 13 centavos a kw. by 1986 with 
the nuclear plant working and with ex- 
panded geothermal capacity. 

The P2.5 billion Kalayaan plant was 
built with the capability for expansion 
and plans call for an additional five 
penstocks. But with the Philippines’ 
foreign debt already high and the gov- 
ernment facing budgetary constraints, 
increasing Kalayaan's generating capa- 
city to 1.8 million mws, as planned, 
seems to many to be wishful thinking — 
at least for the immediate future. 

— GUY SACERDOTI 
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Geothermal power plant: an attractive alternative. 
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Underground efficiency | 


Deep geothermal wells represent one of Manila’s best 
hopes for a cheap alternative to imported oil 


Makiling-Banahaw, Batangas: Four 
large turbines at a power plant on the 
slopes of Mount Makiling spin 3,600 times 
a minute to produce 220 mws of electric- 
ity. The source of this power is hot 
(162°C), high-pressure (6 kgs a sq. cm.) 
steam from magma-heated pockets 2- 
5.000 ft below the earth’s surface. These 
geothermal deposits have become one of 
the most promising and efficient local 
sources of Philippine energy. 

Since the Mak-Ban field (as it is usually 
known) came on stream in 1979, the 
Philippines has become the world's sec- 
ond-largest user of geothermal power (the 
United States is the largest). Another four 
turbines at the Tiwi field, in the Bicol re- 
gion of southern Luzon, also generate 220 
mws, while an additional 112.5 mws 
started up in Tongonan on the island of 
Leyte in late June. A new field, in Palinpi- 
non in southern Negros island, is expected 
to come on stream by the end of the year 
and, like Tongonan, will run three 37.5- 
mw. generators to put out 112.5 mws. By 
mid-1984, the Mak-Ban field will add two 
more 55-mw. turbines. 

What makes geothermal-power genera- 
tion attractive is its cost-effectiveness. The 
total cost of the Mak-Ban project's four 
units was P 1.6 billion (US$146.5 million). 
This compares with the P2.5 billion cost 
of the 300-mw. Kalayaan hydroelectric 
project and the US$2 billion of the 620- 
mw. nuclear facility on Bataan. 

Operating costs of the geothermal plant 
are also comparatively low. The first two 
units at Mak-Ban spin out 110,000 kws at a 
cost of P3,159 in producing steam and 
P3,894 in electrical generation. Even with 
the government's policy of providing an 
18% return on investment in computing 
geothermal pricing, the cost to the con- 
sumer is 40% less than equivalent oil- or 
diesel-powered thermal plants, which in 
the past have been heavily subsidised. 

(In overall cost terms, a geothermal 
plant produces a kilowatt of power for 
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about 15 centavos; coal-fired plants pro- 
duce the same for 22.5 centavos, and oil/ 
thermal units for 44 centavos. ) 

Another factor making geothermal 
energy attractive for the Philippines is the 
large number of potential fields — so far, 
17 have been identified. Aside from the 
four fields producing by the end of this 
year, only three others have had wells dril- 
led. The government now plans to deve- 


lop 14 fields by 1987, drilling an additional 
250 wells which will increase steam power 
potential to 1,165 mws. Some of the sites, 
such as the Bac-Man (Bacon-Manito) 
field in southern Bicol, are close to poten- 
ttal port areas and could thus power future 
industrial sites. 

But geothermal-energy development 
also has problems, mainly associated with 
the drilling depths required and the diffi- 
culty of determining the life of the fields. 
The average depth of wells drilled in 1982 
was 8,800 ft, and geothermal pockets can 
be deeper still. The Philippine National 
Oil Cos 10th drilling rig, expected to be 
operatiohal by September (at a cost of 
US$7.78 million), can drill down to a 
depth of 20,000 ft . 

Much of the water condensate that re- 
sults from the used steam is pumped back 
down through separate wells, but it is un- 
clear how much of that actually gets back 
into the fields. Some wells at the Tiwi 
field, for example, have been producing 
less than expected and some fear that the 
geothermal pockets may be smaller than 
anticipated. 

Sull, proven geothermal reserves had 
the capacity to generate 1,701 mws by 
end-1982 and if budget constraints do not 
push back programme plans, the govern- 
ment is hoping to confirm capacity for 
slightly more than 3,000 mws of geother- 
mal power by 1987. That alone means 
geothermal energy will become increas- 
ingly important in the government's drive 
for oil-import substitution. 

— GUY SACERDOTI 





A tough new 
look at oil 


Price increases should 
help restore the 
petrol/diesel balance 


Manila: The Philippine Government's de- 
cision to do away with fuel-price subsidies 
and increase petroleum prices (REVIEW, 
July 7) was finalised on July 1 with an ac- 
ross-the-board increase of 31.9 centavos 
(2.9 US cents). The move, necessitated by 
the recent peso devaluation despite the 
Opec price reduction in January, will have 
wide-ranging effects beyond simply ad- 
justing peso prices to US dollar costs. 

As the government passed on to con- 
sumers much of the imported oil-price in- 
creases since the initial 1973 Opec crisis 
(average retail prices in 1981 were 13 
times higher than in 1973), the price struc- 
ture of petroleum products became dis- 
torted. Diesel fuel, for example, cost 1596 
less than petrol in 1973. Before the recent 
price increase it was 40% less. As more 
cars and trucks shifted to diesel, demand 
became skewed, so much so that local re- 
fineries, with their limited production 
flexibility, wound up exporting petrol 
while importing diesel. 


The government's much-touted pro- 
gramme for alcogas — a fuel mix using 
sugar derivatives — became one of the in- 
dustrial projects officially shelved re- 
cently. And pricing for the coco-diesel 
project — a coconut oil/diesel mix to be 
used as fuel for commercial vehicles — be- 
came a controversial issue when the 
targeted users complained about the mix- 
ture's high price. 

The recent oil-price increase begins the 
adjustment process simply by being an 
across-the-board measure. While the 
price of petrol rose 6.2% (to P5.47 a 
litre), that of diesel increased by more 
than 10%. Prices of kerosene and liquid 
petroleum gas also went up by 10%, 

The government is currently preparing 
a study on the longer-term issues involving 
pricing and domestic-demand manage- 
ment of petroleum products with the idea 
of determining the most appropriate pro- 
duction mix for local refineries. Although 
the study is not expected to be completed 
until October, the government has indi- 
cated it will phase out fuel-oil imports 
(which make up 13% of petroleum pro- 
ducts now. being imported) and shift its 
crude import mix for greater diesel pro- 
duction. The government has also begun 
discussing with Singapore and Indonesia 
the possibility of their reprocessing 
heavier oil components to derive more 
diesel and other middle distillates. 

— GUY SACERDOTI 
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RAKCOCK & WILCA . 
FIRST NAME IN STEAM. 





















Nobody knows more about covers everything from design to | parts for your operating 

steam generating systems than | construction and startup of com- | equipment. 

Babcock & Wilcox. That was plete turnkey industrial and utility For over a century, Babcock & 
true in 1867, and it's still true boiler islands. We supply every- Wilcox has been the technology 


thing from boiler controls and 
cleaning systems. ..to training 
programs for your operators. 
We have highly skilled field 
and home-office engineering 
specialists ready to work closely 
with you to plan and implement 
efficient, cost-saving plant 
improvement projects—from 
simple upgrades to complete 
boiler rebuilds. Total scope ser- 
vice also includes quality 
Babcock & Wilcox replacement 


leader in steam generation in 
the United States and worldwide. 
Let us share our knowledge and 
total scope resources with you. 

Contact the Director, Interna- 
tional Sales, Babcock & Wilcox 
International, Inc., 20 S. Van 
Buren Avenue, Barberton, Ohio 
44203. Telex: 98-6406. 


today. 

When Stephen Wilcox and 
George Babcock introduced 
and perfected their ingenious 
water tube boiler in the U.S.A. 
over a century ago, they laid the 
groundwork for a tradition of in- 
novative leadership in steam 
generation which is today meet- 
ing the needs of utilities and in- 
dustries all over the world. 

The full range of Babcock & 
Wilcox international support 
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Advertisement 


* nchallenged authority! 


There is no doubt amongst leading top manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage of 
Asian business and general affairs. It's the Far 
Eastern Economic Review by an overwhelming 
majority! 


*  nparalleled coverage! 


No other publication in Asia or anywhere for that 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don't just 
take our word for it. Ask the people you look up 
to and respect the most which publication they 
turn to for unparalleled coverage of Asian news. 
Ihe overwhelming response will be the Far East- 
ern Economic Review! 


xunequalled performance! 


Since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 58,000 copies 
per issue. 


Advertisement 


No other publication in the region can match its 
performance. In fact the Review's circulation has 
grown by a number larger than the total present 
day circulation of any of the publications which 
started during the years in question. 


A growing number of advertisers have taken full 
advantage of this impressive growth. The Review 
has increased its ad page volume from 1,458 in 
1978 to 2,177 in 1982. 


Advertisers know beyond question that the 
Review reaches the highest concentration of 
Asia's most important people. And they know 
that as an effective advertising vehicle, its perfor- 
mance is unequalled. 


For Advertisers who take Asia seriously 
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The inside information on the A300/A310: 


Cockpit technology unmatched. 
Cabin interior in a class of its own. 
Cargo compatibility perfection. 


Now look at the competition- P 
if youreally think there is any. << 


© Airbus Industrie 
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The four dynamic Asian newly industrialising countries, 
or NICs — Hongkong, Singapore, South Korea and 
Taiwan — are taking maximum advantage of the global 
computer boom. From a base in low-cost, high-volume 
consumer electronics they are rapidly carving market 
shares in computer parts and peripheral equipment, 
particularly in fast-expanding minicomputers. 

Now the Asian NICs are poised to enter a new phase. 
On one hand their skilled, productive labour forces and 
government incentives are attracting sophisticated 
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Asia plugs into the computer — 


Four fast movers are poised for a takeoff which could 
bring a rapid flow of investment from the West 


By Andrew Tanzer 
ore than 20 years have passed since 
American computer manufacturers 

first set foot in the Asian region. The 

pioneers used the region’s cheap labour to 
assemble core memories for computers, 
an extremely labour-intensive process in 
which labour represents more than 90% of 
production costs. Core memories sub- 
sequently became obsolete, a casualty of 
the microelectronics revolution of the 
1970s, and have all but vanished from the 

scene. . 

There was more assembly work to 
come, such as of printed circuit boards 
(PCBs) but production of computer-re- 
lated products was negligible and always 
dwarfed by the region’s burgeoning con- 
sumer-electronics industry, All this is set 
to change. Asia’s quartet of newly indus- 
trialising countries, or NICs — Taiwan, 
South Korea, Hongkong and Singapore 
— jis onthe threshold of a computer boom. 

Computer hardware — central process- 
ing units, components and peripheral 
equipment such as terminals, monitors, 
disc drives and printers — does not even 
merit an entry in some of the 
countries export statistics. 
Nowhere did it exceed. US$300 
million in 1982. But within a few 
years, computer equipment looks 
like rocketing to a US$1 billion-a- 
year export industry in at least 
three of the countries, with 
Hongkong perhaps the odd one 
out. Taiwan and South Korea 
should become two of the world's 
leading terminal and monitor 
exporters, Singapore a major 
supplier of disc drives and 
Taiwan, South Korea and Hong- 
kong leaders in the exploding 
world market for personal com- 
puters. 

The “four little Japans" have 
taken to heart the Japanese drive 
into computers in the 1970s. Gov- 
ernment planners have targeted 
the industry as a strategic growth 
séctor for the rest of the decade, 
worthy of special assistance. Sin- 
gapore's aggressive Economic 
Development Board (EDB) is of- 
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fering. foreign investors in high-technol- 
ogy electronics a basket of goodies; the 
Taiwan and South Korea governments are 
subsidising research and development in 
microelectronics and extending cheap cre- 
dit via their development banks. 
Governments like computer manufac- 
turing because it has high value-added, 
consumes little energy. and is relatively 
non-polluting. The industry also dovetails 
nicely with plans for economic restructur- 
ing. All four governments are encourag- 
ing computerisation and automation of of- 
fices and factories to raise productivity — 
though methods and degree vary widely. 
Singapore, waging perhaps the most zeal- 
ous computerisation campaign, allows 


! businesses to write off the full cost of a 


computer in the first year after pur- 
chase. 

Electronics firms like computers be- 
cause the industry is widely expected to re- 
main one of the fastest-growing in the 
world for the balance of this decade. And 
the four NICs’ electronics sectors — which 
rank as the No. 3 export industry in South 
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computer manufacturers from the 
elsewhere to set up o 
could well snowball. 
themselves taking the first steps into the high-tech 
end of the market with ambitious plans for the 
manufacture of sophisticated integrated circuits. 
Whether the four have set their sights too high, as 
detractors claim, is open to question. What is not is that | 
they will benefit from the mushrooming world market in a 
computers and related equipment for many years. 
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Korea and No. 2 in the other three — are 
badly in need of some pep. After chalking 
up 20-30% annual growth through the 
1970s, the industries have run Out OF 
steam, squeezed by stagnant global de- 

mand for many consumer-electronic proz 
ducts and rising competition from coun= 
tries with lower labour costs. Exports of. 
electronics declined in three of the our 
countries in 1982: shipments from Hong- 
kong were unchanged at US$2.5 billion. 
(though exports did rise 8.3% in local-eur= 
rency terms). AM 


P 


è 
í 
14 
à 


Econom planners forecast that come 
puters will take up much of the slack: 
from consumer electronics. Taiwanis 
Council for Economic Planning and Deve- 
lopment projects that industrial elec 
tronics (mainly computer and telecommu- 
nications equipment) will account TOF 
US$3.6 billion, or 27%, of electronics pros 
duction of US$13.5 billion in 1989 (in 1979 
dollars), up from 8% now. MN 
Seoul's Ministry of Commerce and ma 
dustry reckons industrial electro 
share of production will rise from 1296 
now to 20% by 1986 and 31% by 1991. Sin 
gapore's EDB thinks industrial electron 
nics will jump from its current 3.276 share 
of total electronics exports to 20% by- 
1990. According to the EDB 
44% of new investment commit- 
ments in the industry in 1982 were 
in industrial electronics. m 
All four should benefit 
what many computer-industry- 
analysts think is an inevitable 
major shift of production from 
the United States and Europe — 
and to a lesser extent from Japan. 
— to the region. Atari's widel zi 
publicised plant closure in Silicon? 
Valley, California, earlier this? 
year in favour of production of its” 
video games and home compute 
in Hongkong and Taiwan could e 
merely the first sign of a wave. Be- 
sides investing directly in manufac- 
turing in NICs, foreign firms will 
subcontract production and pur 
chase locally designed computer 
accessories on an original equip 
ment manufacturer basis. a 
Many factors favour the shift, 
One is the intensifying competi- 
tiveness of the market for per- 
sonal computers and peripheral 
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ment. TI ' global market for per- 
nal computers is booming — by one esti- 
- mate, sales will jump from US$6 billion in 

1982 to US$21 billion in 1986 — but so 
"many companies in the US, Japan and 
. Europe have entered the business that 
- prices and profit margins have dropped 
















































— precipitously. Securities analysts in the 
— US viewed Texas Instruments’ recent re- 
- port of losses of US$100 million in the sec- 
- ond quarter of 1983 as a fresh indicator of 
— à looming shake-out in the industry. 
— As price becomes more important, 
- manufacturers increasingly will tap the 
— Asian NICs’ cheaper costs of electronic 

components, overheads and technical and 
assembly labour. As small computers be- 
— come more and more a mass-produced, 
— low-profit item, companies will move pro- 
du ion out of factories at home. In such a 
—fast-paced industry with short product 
-life-cycles, American computer firms will 
= Concentrate on development (and use 
— their plants for pilot production), using 
- profits to fund research and development 
— and marketing. 

“The US is a prototype shop,” said H. 

- Y. Wong, engineering manager of Ampex 
—— Ferrotic, the Hongkong subsidiary of US- 
"based Ampex. "They don't want to do 
mass production." Ampex recently com- 

eted development of the 5.25 inch Win- 
—ehester disc drive and moved production 
1o its Hongkong facility. Ampex Ferrotec 
-.4s just one of many examples of existing 
— foreign electronics investors climbing the 
technological ladder: Ampex Taiwan has 
moved from core memories to terminals, 
Dataproducts from core memories to 
high-speed printers in Hongkong, SGS- 
ATES, an Italian semiconductor com- 
D 
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pany, from integrated circuit (IC) assem- 
bly to water fabrication in Singapore. 
- Computers will remain a high-growth 
industry in the US, but the new jobs will 
e in research and development, design, 
software and marketing, with manufactur- 
— ing increasingly shifting to lower-cost 
— Asian countries. With the Japanese com- 
‘ing up very strongly in microcomputers 
and peripherals, some government offi- 
cials see American laboratories and Asian 
factories joining hands to meet Japan's 
challenge. 
— But not all production will flow out of 
the US: for instance, low-volume, high 
— value-added products such as mainframe 
computers — for which component prices 
are not as important as for microcomput- 
_ ers — will stay. And one great impondera- 
_ ble is the ability of US plants to cut costs 
‘through automation. New equipment 
“Which automates PCB insertion and IC as- 
sembling has revolutionised production in 
- What were hitherto highly labour-inten- 
i sive processes. Richard Yen, manager of 
Digital Equipment Corp.'s big computer- 
_ terminal assembly plant in Taiwan, says 
the future of his facility's expansion will 
- largely turn on how fast the corporation's 
US plants can cut costs through automa- 
tion. 
- Despite spiralling wages, the four coun- 
- tries continue to hold a significant cost ad- 
-Vantage against industrialised nations. An 
 electronics-assembly worker in South 
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Korea earns about a seventh of his o 
American eounterpart, a Taiwan ele 
cal erbin a quarter to a fifth of his coun- 
terpart in Silicon Valley. 

In à sense; electronics is the most multi- 
national of industries. Inside almost any 
electronics product — a computer or con- 
sumer-electronics item — can be found 
components made in more than a dozen 
factories in at least half a dozen countries, 
Even one sub-assembly may be the result 
of an odyssey. For instance, ICs may have 
been fabricated in Japan (perhaps by a US 
semiconductor multinational such as 
Texas Instruments), shipped to Malaysia 
for packaging, sent to Singapore for test- 
ing and passed on to Hongkong for inser- 
tion in a PCB (Hongkong is particularly 
strong in sub-assemblies) which is then ex- 
ported to a US electronics company. 








lectronics is a highly integrated in- 
dustry within East Asia: components 
and sub-assemblies flow smoothly be- 
tween countries. In fact, when some man- 
ufacturers of finished electronic products 
claim an 80% local-content rate what they 


may really mean is they have procured 
80% of parts from within the Pacific basin. 

Electronic.components are big business 
in the four countries. In 1982, Taiwan ex- 
ported US$1.8 billion worth of compo- 
nents, Singapore and South Korea US$1 
billion and Hongkong US$700 million. 
Component buyers in the region say 
Taiwan and Hongkong generally have the 
most competitive industries, but this is 
slightly misleading because of the differ- 
ent industrial structures in the countries — 
many of Singapore's components factories 
are wholly owned by American, Japanese 
of European multinationals which do not 
sell freely outside the company, while 
South Korean,conglomerates which domi- 
nate component production in South 
Korea use much of their output internally. 

Hongkong and Taiwan have a wide ven- 
dor base of small, family-owned enter- 
prises, many ofi;which cut their teeth in 
foreign-invested. plants. One American 
components buyer in Taiwan, for in- 
stance, tracesnthe roots of the island's 
large and bustling PCB industry to an old 
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an investor, Ampex. A number of 
aiwan's managers and technical 







spread like wildfire. 

Now some of Taiwan's PCB makers are 
capable of.turning out computer-grade 
boards; similarly, many of the electronic 
component factories in the four NICs are 
converting production to higher-quality, 
computer-grade ^ products. Industry 
sources say the cost of many parts in the 
region is morethan 30% lower than in the 
US. Cheap components are probably the 
main reason Taiwan factories can produce 
imitation Apple computers for the 
knockdown selling price of about US$200. 

Computer makers in the industrialised 
countries are quickly taking advantage of 
the cost savings of Asian components. In- 
dustry leader. IBM, for instance, has 
opened procurement offices in Singapore, 
Hongkong and South Korea in the past 
few years to add to its older Taipei office. 
Charles Threat, manager of the Singapore 
procurement office, recalls that only two 
foreign computer companies had such of- 





fices in Singapore when his branch opened 
in 1980;.now he counts 10. This year he ex- 
pects to purchase US$50 million-worth of 
components from Singapore, including 
plastio parts, bearings, motors, high-speed 
printer mechanisms, disc drives and 
keyboards. In 1985 he projects sales will 
top U$$100 million. 

IBM's Taipei procurement office tap- 
ped the island's industry for US$35 million 
of components in 1982; such purchases 
have doubled annually for the past five 
years. Threat says IBM subcontracts pro- 
duction of parts and modules to free its 
own production capacity as well as to cut 
costs. Components purchased in Singa- 
pore are shipped to IBM plants around the 
world; savings must be at least 25% to jus- 
tify shipping parts back to the US. 


J! is dawning on some. WS makers of 
central processing units and peripheral 
equipment that they can guticosts further 
by shifting production to the. source of the 
components. IBM buys thé monitor for its 
new hot-selling Personal..Computer in 
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t it will be the fas- 
test-growing ma in the world for the 
next few years — is | ilio am incentive to 
produce in the region. Sord, a rapidly 
growing Japanese microcomputer maker, 
will assemble computers in Singapore for 
sale in all of Asia apart from Japan and 
South Korea. And as computer makers in- 
vest they attract component suppliers. 
Demetron, a West German maker of com- 
puter- grade | s,.and SGS-ATES say 
they invester ingapore because of 
stagnating demand for electronic compo- 
nents in E and soaring demand in 
Asia. Dem sells s of its DI in 


ket for compute 
dustry sources 






















1 invest nent ped They w want to 
oe and deca their own products 
and exert more control over marketing. 
breaking out of the mould of foreign man- 
ufacturers and electronics buyers supply- 
ing their factories with designs — and 
often components — as well as handling 
the marketing of their wares. |— 

Foreign investors are more or less 
warmly welcomed in the four NICs but 
governments want them to utilise more of 
the countries’ growing pool of skilled 
workers, especially of engineers and tech- 
nical personnel, as well as assembly work- 
ers. “We don’t want a new EPZ [export- 
processing zone],” said Jackson Lin, man- 
ager of the Taipei office of Wang 
Laboratories and president of the Taipei 
Computer Association. 

The NICs do not want just to assemble 
higher-technology electronics; they want 
the technology too. Whether thev gain the 
technology and skills will depend largely 
on how much effort — to a large extent in 
research and development — local gov- 
ernments and manufacturers put into it. 
Probably only two of the NICs, Taiwan 
and South Korea, have much chance of 
climbing high on the technology ladder. 
Taiwan was first off the starting blocks in 
semiconductors, computers and cathode 
ray-tube terminals and monitors, but 
South Korea, led by its aggressive indus- 
trial conglomerates, should close the gap 
rapidly. 

Competition for foreign investment and 
export markets is bound to be fierce 
among the four. And all lag. as one indus- 
try analyst put it, "light years" behind 
Japan and the US in technology. But the 
| NS have only: u st begun. And they are 

nto'the development of 
al demand will 
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| Som of the representatives of big Ame- 
rican computer companies in Asia 
scoff at the idea that fledgling electronics 
firms in the four newly industrialising 
countries (NICs) are conducting genuine 
research and development (R&D). They 


maintain that what is referred to in these . 


countries as product R&D is really only, 
at best, reverse engineering — or "stand- 
ing on the shoulders of giants," as some 
call it — and at worst copying. 
Given that Taiwan’s and Hongkong's 
major contribution to computer manufac- 


for their cynicism. This group concludes 
that the future leader in computers among 
the so-called gang of four NICs will not be 
the most innovative, but the best copier. 
a will no doubt score impres- 


sign few phis it can sell its. 
a result of three factors: 


to carry out a | broad- based R&D | pro: 
gramme. s 


sources to computer-software develop- 
ment — and aspires to serve as the South- 
east Asian software centre. 


tion. 
Singapore lacks entrepreneurs in the elec- 


four NICs which, to the REVIEW's know- 
ledge, has vet to design and produce its 
own microcomputer. The industry has 
been and will continue to be the most 
dominated by foreign multinationals, 
most of which will continue to do their 
R&D at home. 
Singapore makes foreign investors in 
high-technology electronics offers they 
cannot refuse. Combined with the repub- 
lic’s other assets — political and economic 
stability, geographic location, excellent 
communications and infrastructure, duty- 
free port status and efficient customs and 
government — the incentives should 
make Singapore the favourite offshore 
manufacturing base of the four, with 
Taiwan perhaps running second. These in- 
centives include: 
» "Pioneer," or tax-free, status of five to 
10 years for electronics projects which 
catch the eye of the Economic Develop- 
ment Board (EDB). The length of the tax 
holiday is determined by the size, quality, 
technology, skills and potential of the in- 
vestment. — 

» Subsidised worker-training cost: the 


accumulated through a 4% deni on 
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turing so far has been pirated Apple H 
computers, perhaps they may be excused 








» The government is devoting more ré- 


» Thestructure of Singapore's kanna 
industry tends to militate against innova- 


Compared with Taiwan and Hongkong; 





tronics industry. It is the only one of the 


Asian manufacturers take t their first steps into product 
research and development — though obstacles abound ; 



















frays 30-70% of training costs 
nics investors. The subsidy is of 
cover part of the expense of seri 
ers to headquarters in the Unit 
Japan or Europe for training. 
» Subsidised land or rents: 
governmental Jurong Town C: 
lops industrial land and. eithe € 
built flatted factory s Y ii 

leases land to them at b 
» Financial assistance: The 
Bank of Singapore offers lor 
rate loans, The PDB, -dr 
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suppliers. It has attracted: a 
disc-drive makers — of bot 
disc and Winchester hard dis : 
over the past two years. Th 
four American firms — hig 
don D (which project e 
S$500 million in 1984), Mier 
Inc., Seagate Techi ology 
Corp. 
Singapore also has lured 
foreign investors in key com 
disc drives, stich as magneti 
heads, stepper motors, pril 
boards, bearings and precis 
parts. According to industry. ai 
P has an De on Taiwan H 
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"is whether our entrepreneurs really want 
to invest in R&D." 

On the face of it, Taiwan cannot go 
wrong. Its government was the first to 
come out with a plan for the computer in- 
dustry and is offering investors, both local 
and foreign, liberal incentives. It probably 
leads the pack in technology — and the in- 
dustry is booming. Economics Minister 
Chao Y ao-tung recently projected that ex- 

rts of the information industry (includ- 
ing computer hardware and software) 
would treble this year to US$500 million. 

But the industry is already following 
Taiwan's tradition of dozens of small, 
family-owned enterprises entering the 
same lines — in this case fake Apple com- 
puters and cathode-ray tube (CRT) 
monitors are probably the two best exam- 
ples — spending little or nothing on R&D 
and competing by slashing prices. The is- 
land's TV industry has suffered because of 
that. After leading in black-and-white and 
colour TV exports, Taiwan has been over- 
taken by South Korea in the past two 
years, largely because Taiwan manufac- 
turers failed to raise product quality or 
productivity sufficiently. 

Historically, the electronics industry's 
investment in R&D has been trifling at 
below 1% of sales. (In industrialised na- 
tions, the outlay would usually be at least 
576.) The Taiwan Council for Economic 
Planning and Development's industry 
plan calls for this to rise to 1.5% by 1984 
and 3% by 1989, but so far the govern- 
ment has provided few incentives. Com- 
panies may deduct R&D expenditures 
from taxable income (Singapore grants a 
double deduction), but problems arise be- 
cause finance authorities still have not 
clearly defined R&D. Beginning in fiscal 
1984, which began on July 1, the govern- 
ment will subsidise research in selected 
electronics projects in the private sector 
from a small NT$150 million (US$3.7 mil- 
lion) fund contained in the Industrial 
Development Bureau's budget. 

Taiwanese companies are too small to 
invest much in R&D or, for that matter, in 
marketing research — the driving force 
behind much product development. The 
giant Tatung has an annual turnover of 
US$500 million, a fraction of that of South 
Korca's conglomerates. A recent survey 
of computer firms by Taiwan's Bank of 
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Computer assembly in Taiwan; Chao: trebled exports are forecast. 


Communications (BoC) found the major- 
ity have paid-in capital of less than 
US$75 000. 

The BoC has a large fund to lend to the 
island's “strategic industries" — mainly 
computers and machinery — at subsidised 
rates (two percentage points below the 
prime rate), but the loans are only for cap- 
ital projects. The state-run banks, which 
generally. require security or loans, are 
loath to lend for R&D. “We don't trust 
any company to put money into R&D pur- 
poses because their management systems, 
accounting and finances are not convinc- 
ing to the banks," commented a BoC offi- 
cial. 

Some analysts see the Chinese entre- 
preneurial flair almost as a drawback to 
the industry, with managers and technical 
personnel leaving companies at a rapid 
rate to strike out on their own — regard- 
less of whether they have the necessary ex- 
perience. “Individually, Chinese are very 
smart,” said one government official, “but 
they are unwilling and unable to work to- 
gether. Every one wants to be his own 
boss.” 


f the four NICs, Taiwan has the most 
abundant supply of engineers and tech- 
nicians, and this is reflected in salaries. 
According to REVIEW estimates, an aver- 
age university-graduate electrical engineer 
just out of school in Taiwan makes 
US$400 a month, compared to US$500- 
600 a month in South Korea and Hong- 
kong and US$700-900 a month in Singa- 
pore. The supply-and-demand situation 
differs for electronics assembly workers: 
South Korean factories pay the lowest 
wages, with Taiwan, Hongkong and Sin- 
gapore on about par. The salary for en- 
gineers in Taiwan is, importantly, just 20- 
30% that of their counterparts in the US. 
Despite the abundance of technical 
manpower, Taiwan lacks experienced and 
advanced engineers and project managers 
to carry out effective R&D. Part of the 
problem is a severe brain drain. Of the 
four countries, Taiwan probably sends the 
most students to graduate schools abroad 
— virtually all to the US — and gets the 
lowest ratio back, Of the more than 60,000 
students who have left over the past 20 
years (and the outflow has accelerated to 
more than 6,000 a year this decade), fewer 





than 15% have returned. Immigrants 
from Taiwan are a major presence in 
laboratories of American microelec- 
tronics firms, but that is of cold comfort to 
the island's electronics industry. 

The government has tried to draw some 
of the expatriate scientists and engineers 
back by creating a more attractive busi- 
ness environment. It opened the Hsinchu 
science-based industrial park in 1981 for 
local and foreign investors and is under- 
writing much of the electronics R&D in 
the nearby Electronics Research Service 
Organisation (Erso), a quasi-government 
outfit which does product-development 
and design work with private concerns as 
well as its own R&D and production. In- 
vestors in the computer industry are given 
a five-year tax holiday and later a reduced 
corporate tax rate (22% compared to the 
normal 35%) and tax credits for capital in- 
vestment. A government-sponsored ven- 
ture-capital company will open soon. 

However, much of the government's 
well-intended programme to promote the 
computer industry is being negated by 
poor administration, outdated regulations 
and rampant bureaucracy. As in past long- 
range industrial plans, the government is 
failing to implement this one carefully be- 
cause of a gap between policy planners 
and policy implementers (middle and 
lower-ranking bureaucrats), poor coordi- 
nation and vague lines of authority be- 
tween government agencies and the tradi- 
tionally cool ties — particularly when 
compared to Japan and South Korea — 
between the government and private busi- 
ness, 

But perhaps the most-voiced complaint 
is the red tape at local customs offices 
which can delay importing parts and 
equipment by up to 10 days, a nuisance to 
an industry as fast-paced as computers. 
Exports can also pass through customs ata 
snail's pace; all software exports are in- 
spected by the island's meddlesome secu- 
rity forces. Nonetheless, the industry is off 
and running. The first products to boom 
are terminals and monitors. Industry 
sources estimate Taiwan has a production 
cost advantage in the products of 30% 
against the US and 15% against Japan. 
The BoC thinks annual exports of termi- 
nals and monitors could reach US$2 bil- 
lion by 1989. 
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 Data-display periphe 
progression for an industry with strong 
roots in TV-making. Most terminal mak- 
ers claim a local content rate of at least 70- 
80% (by value) for their models; almost 
all components except. microprocessor 
and memory chips can be supplied locally. 
The island has two foreign-invested manu- 
facturers of high-resolution CRTs, Clin- 
ton and Philips. Lack of a CRT industry is 
probably the main reason Hongkong and 
Singapore will not be competitive with 
Taiwan and South Korea in monitors and 
terminals — the glass tubes are bulky and 
costly to ship. 

At present, the island's biggest pro- 
ducer is Digital Equipment Corp., the 
world's second-largest computer manu- 
facturer, exporting about 400,000 termi- 
nals a year and expecting 30-40% annual 
growth. Wang Laboratories shipped out 
USS$50 million of computer-related pro- 
ducts, mostly monitors and terminals, in 
the vear ended June 30; it expects a doubl- 
ing of exports this year. Wang also plans to 
produce personal computers in its local 
plant. Ampex is assembling terminals in 
Taiwan and Audiotronics, an American 
firm, recently closed down a US plant and 
began production of high-resolution data 
display terminals in the Hsinchu science 
park. 

Local firms are capable of turning out 
monochrome and colour terminals, most 
of them locally designed but some made 
under licence. Most factories export their 
monitors and terminals to original-equip- 
ment manufacturers in the US, which use 
the peripherals with their own computer 
systems. For instance, Teco, a major elec- 
tronics company in Tatwan, has a contract 
to sell monitors to IBM for the computer 
giant's Personal Computer; Teco has also 
sold terminals to Honeywell and Lear 
Siegler. Disco, a small TV maker, signed a 
two-year contract to supply terminals to 
Hazeltine, and Cal-Comp, a big calculator 
manufacturer, is making terminals for 
Qume, a computer peripherals firm in 
California's Silicon Valley. 

Much of the local computer industry's 
genuine R&D to date has been developing 
terminals with Chinese-language capabil- 
ity. Local firms have introduced 30 differ- 
ent input-output systems, but most spe- 
cialists are agreed that none is flawless. 
The development work is market-driven, 
as bilingual (Chinese and English) com- 
puters are expected to replace English 
ones rapidly on the home market. 


he rising popularity of Chinese com- 

puters is a function of availability and 
falling prices (though.a bilingual terminal 
still costs about twice as much as an Eng- 
lish one) as well as the changing market for 
the machines — small and medium enter- 
prises will replace large corporations and 
professionals as the main business market. 
Wen Ko, general manager of Hewlett- 
Packard (HP) Taiwan, predicts the com- 
pany's current local sales ratio of 80% 
English-language systems and 20% 
Chinese will be reversed within five years. 
HP buys its Chinese terminals from Mul- 
titech, a local firm, and exports the termi- 
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gapore. — + ; 
Progress in peripherals with mechanical 
rts, such as disc drives and printers, has 
agged behind terminals and monitors. 
The recent investment inthe Hsinchu sci- 
ence park of Qume should help pick up 
the industry because of a transfer of 
technology to parts makers. The ITT sub- 
sidiary expects a local content of 65-70% 
for its discette drives by the end of the year 
and targets exports of US$100 million for 
the product by 1987. It has yet to decide 





—— when it will produce printers. 
Et. n 
Mn paper, Taiwan has the potential to 
—— UMP become a major exporter of personal 

















_ " computers, but it faces an uphill battle be- 
- cause of marketing weaknesses and its re- 
putation for turning out counterfeit Apple 
—  Meomputers. The reputation, though well 
— “deserved, overlooks the fact that some 
local companies, such as Multitech and 
— Mitae, are designing and manufacturing 
- personal computers which many experts 
_ say do not infringe on Apple's copyrights 
or trademarks. Multitech is exporting sev- 
—eral thousand of its Microprofessor-II 
computers a month, mostly to Europe, 
_ but is having trouble getting the models 
_ past US customs. Sources say the makers 
— Of flagrant Apple copies are spoiling ex- 
_ port markets for producers of legitimate 
— Apple software-compatible machines. 
—— The attraction of making Apple- 
- compatible models is that the computers 
~ ean run the thousands of software pack- 
— ages written for Apple I computers. The 
— "trick is to design a machine which does not 
infringe any of Apple's copyrights or pa- 
— tents — and can still run the application 
___ packages. The most herculean task of all is 
‘to redesign — and avoid violations of — 
_ Apple's copyrighted read-only memory 
- (ROM) software, the operating system 
placed in the ROM during manufacturing 
— which gives instructions to the machine's 
__ hardware during operations. The scope of 
E - Apple's copyright is still being debated by 
— Jawyers in the US. 
` Young firms such as Multitech, Mitac 
- and Microtek, an innovative producer of 
= mücroprocessor-designing and testing 
- equipment, are long on engineering and 
_ designing talent but short on marketing 
i experience. All are selling under their 
— Own brand names — something few 
^ - Taiwan electronics exporters have done 
before — in an attempt to build up their 
Images. But small companies such as these 
lack the resources for effective marketing 
and before long may have to compromise 
_ and sell their products to original-equip- 
ment manufacturers which will market the 
products under their own brand names. 
Hongkong's potential niche in the com- 
_ puter industry is primarily in personal 
computers, But it remains to be seen whe- 
ther its electronics firms, with very little 
background in R&D or design work, will 
make a long-term commitment to the in- 
dustry. Many factories seem to be ap- 
roaching personal computers as just the 
atest bandwagon to climb on to, and one 
made more attractive by the rapid demise 
of the TV-game fad. 
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nal to HP customers in Hongkong and Sin- 


No one ever accused Hongkong's elec- 
tronics entrepreneurs of thinking too long 
term in their investment plans. They put 
their money where it will generate the 
quickest profits; sources say they tradi- 
tionally have sought a three- to five-year 
return on investment. Assembly work 
makes a particularly attractive investment 
because it requires relatively little expen- 
diture in capital equipment (compared, 
say, to components) and has a fast return. 
It appears doubtful that entrepreneurs are 
wiling to make the large investment 
needed in R&D, testing equipment and 
marketing necessary for the long-term 
health of the computer industry. 

In this context, the current political un- 
certainty engulfing Hongkong could not 
have come at a worse time for the new in- 
dustry. With this uncertainty, already 
short-sighted investors are even less likely 
to sink money into R&D, a risky invest- 
ment with a slow payback. Even optimists 
think the political question will have to be 
settled before electronics firms upgrade 
facilities and make a serious push into 
computers. "Hongkong has the capital 
and the people; it's just not the right 
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strictions on the remittance of profits. — 
Some local electronics companies hav 


ambitions to flood world markets with 
cheap home computers. Comx, a sub- 
sidiary of the Wo Kee Hong group, earlier 
this year came out with a US$200 home 
computer for which the company is writ- 
ing shelves of software packages. It claims 
to have exported “tens of thousands" al- 
ready and targets sales of 300,000 units 
within the first year. Another local firm, 
Eaca, has taken the more conventional 
path of designing compatible computers, 
in its case a series of models compatible 
with the Tandy TRS-80. Exports to 
Europe have been brisk; sources say the 
computers are not shipped to the US be- 
cause of legal problems. 

Recognising the importance of upgrad- 
ing the electronics sector, the Hongkong 
Government is quietly increasing its as- 
sistance to the industry. A few months ago 
the government initiated a new policy of 
subsidising salaries of newly graduated 
electrical engineers for the first 18 months 
on the job at private companies. It is also 
underwriting integrated-circuit research 
projects at the two universities and the 
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Design in Hongkong: too little long-term commitment. 
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time," said Anthony Pau, general man- 
ager of Computer Engineering Techno- 
logy Systems. 

Still, a number of foreign investors have 
given Hongkong a vote of confidence, at 
least for assembly operations. Data Gen- 
eral, an old investor, recently announced 
a HK$33 million (US$4.7 million) expan- 
sion project for facilities to assemble and 
test a 32-bit super-minicomputer. Ampex 
has started production of Winchester 
drives. Basis, a West German microcom- 
puter maker, has entered a joint venture 
with Delta Communications, Apple Com- 
puter's former Hongkong distributor, to 
assemble an Apple-compatible micro- 
computer. And Atari has teamed up with 
Wong's Industrial Holdings to make a full 
range of Atari's video games and home 
computers. 


E without offering special incentives 
to foreign investors, Hongkong has in 
some ways a more attractive investment 
environment than Taiwan — a free port, 
good communications, low tax, efficient 
customs and banking systems and no re- 


Polytechnic and a microprocessor labora- 
tory in the Hongkong Productivity 
Centre. The government is also seeking 
foreign investors more aggressively: it re- 
cently opened four industrial-investment 
promotion offices overseas and sponsored 
an electronics mission to Silicon Valley. 

But the Hongkong Government's com- 
mitment to the industry pales in compari- 
son to that of South Korea. After a late 
start in computers and semiconductors, 
the Seoul government's and private indus- 
try's strategy is to spend massively to try to 
catch up. According to press accounts in 
South Korea, the government will spend 
US$350 million on semiconductors by 
1986 and US$186 million on electronics. 
South Korea's conglomerates will spend 
billions. 

The vehicle for much of the govern- 
ment's R&D in semiconductors and com- 
puters is the Korea Institute of Electronics 
Technology (Kiet), a near double of 
Taiwan's Erso. Kiet conducts research 
largely in areas beyond the current techni- 
cal capability of business, or in projects 
which are important for the long-term 
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and Hongkong’s 80%. Th 
. the least computerised . Xt the four. m 
the. market is sure fo rocket. ‘The Elec- 
tronic Industries Association of Korea 
forecasts the domestic market for. per- 
sonal and small business computers will 
grow from US$200 million in 1982 to US$? 
billion in 1986. : 
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interests of the conglomerates put South. 


Korea's electronics industry in the. best 
position to carry out R&D. The industry 
traditionally has been dominated by two 
of them — Samsung and. Gold Star — 
which between them have an 80% market 
share in South Korea for many home elec- 
tric appliances — but Daewoo and Hyun- 
dai will take up the chase in computers. 
Daewoo earlier this year bought the elec- 
tronics arm of Taihan Electric Wire, the 
country's third-biggest electronics firm, 
and Hyundai will weigh in with a US$450- 
million, five-year investment in electro- 
nics. 

The conglomerates will be able to take 
resources from old lines to finance their 
drive into. high-technology electronics. 


With the cushion of profits from other in-. 
dustries, they; can afford to make high- 
risk, slow-return investments in R&D and | ; 
absorb losses fer. several years if need be. 
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firms are also much r more ve yinteg- 
rated than their competitors in. the. other 
NICs. 
The electronics divisions, of the. con- 
glomerates plan to spend about. 5% of 
sales on R&D. Samsung, which, spent 
USS18 million, or 3.4% of sales, on R&D 
in 1981, projects 1986 research: outlays of 
USS101 million, 5.4% of estimated turn- 
over; Gold Star says it will spend. US$140 
million on computer R&D by. 1986; 
Daewoo's computer branch will. spend 3- 
5% on R&D. Computers now represent 
6% of Gold Star's electronics, sales; by 
1985 they are expected- fo. surge to 
US$500-700 million, or 30-40% of. electro- 
nics turnover. 
Gold Star, the leader in ihe ‘South: Ko- 
rean electronics industry, sent a chill wind 
through Taiwan a few months ago. when it 
outbid Taiwan companies for a large con- 

tract to supply IBM with computer termi- 
nals (both IBM and Gold Star refuse to 
discuss details of the contract, though 
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a million terminals), The South Korean 


computers worth US$100 million by 1985 
to OSM Computer Corp., a small Califor- 
nia firm founded by a Korean-Ame rican. 

OSM will provide-the technology for the 
computer and the two firms will jointly de- 

velop new models. Gold Star also-has an 
agreement with Honeywell thal cove 
vanced training of engineers as well asas- 








floppy-disc drives undereticence from 
Shugart. The company, like several of its 
. South Korean competitors, is searching 
for an original-equipment. manufacturer 
for a newly developed personal computer. 
Daewoo's first big export is terminals. It 
forecasts shipments of USSIS million this 
year and US$50 million in 1984, It counts 
Plessey as one of its customers. Late in 
starting, South Korea's computer com- 
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Taipei press reports said it called for about 


company will also supply 100,000 micro- 


à ers ad- ; 


sembly of Honeywell computers 4 in ‘South 
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tors should jump from US$ 
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billion in 1990. Shipments s 
a higher share of sophisticated 
ing memory chips and mic 
To date, the industry's efforts 
end IC 
and audio equipment and i 
semiconductors (transistors and 
Some of the producers, such as. 
will leapfrog lower-generation 
chips and attempt to break in ai 
random-access memory (RAM). 
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appears confident of getting rich 
con-chip production alone. Inde 
pect several years of red ink. But 
microelectronic applications in 
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added all the time, South Kore 
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don’t think we would get into this busi 
; on = * 
ss,” said Hee Joon Park, m 


ector of Samsung Semiconductor & Tele- 
communications Co. “But the problem is 
that without semiconductor support, [our] 
> lectre nics, telecommunications and low- 
vel computer businesses will reach a 
lateau where they can’t make any further 
- Much of the press coverage of South 
Orea’s move into silicon-wafer fabrica- 
on has centred on talk of competing with 
yan and the United States in 64K 
ynamic RAMs, currently the hottest-sel- 
ng and one of the most advanced mem- 
iy devices. The focus of the industry's 
sh investments, however, will almost 
tainly not be on high-risk, low-margin 
roducts such as advanced-generation 
emory chips. but rather on semiconduc- 
Is with greater commercial potential, 
h as custom-made ICs and telecom- 
junications chips. 

DW. 5 
Memory chips are regarded more as a 
ridge to developing other semiconduc- 
s, "In the long run, memory chips are a 
chnological leader," commented Park. 

nless we get in we can't keep up with 
vanced-semiconductor technology.” 
e manufacturers view dynamic RAMs 
Wital for a solid foundation in custom- 
Je ICs, for which a booming market is 
idely predicted over the next few years. 
Almost all industrial goods these days 
yea custom IC," said Park. “If youcan't 
ke a custom IC, it's hard to compete 
h Japan in end-products.” 
Hyundai's blueprint calls for a US$450 
investment in semiconductors 
dread over five years. The company has 
ready set up a subsidiary, Modern Elec- 
Osystems, in Silicon Valley, California, 
ich will be responsible for research and 
development, pilot production, transfer 
technology and marketing in the US. 
yundai hired senior Korean-American 
electronics engineers away from Xerox, 
ord, Hewlett-Packard, IBM and Fair- 
hild to oversee IC design and pro- 
ssing in the American offshoot. Still, 
inalysts see the company's attempt to de- 
gn ICs and perfect the very complex 


inufacturing process on its own as a 
rge challenge. 
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"he heavy-industrial giant has also form- 
E ed a new company in South Korea, 
Tyundai Electronics Industries, and will 
break ground in July for an IC plant in In- 
she n. The South Korean unit will mass- 
oroduce ICs primarily for use in micro- 
ymputer-based systems for motor vehi- 
les, industrial-control equipment, indus- 
ial robots and heavy generators. The 
arget is to use half the chips internally and 
) export half, with commercial sales be- 
ginning in 1985. Output for 1988 is esti- 
nated at 750,000 five-inch wafers. 

_ Gold Star has taken the rather more 
‘conventional route of entering a joint ven- 
ure with Western Electric, which has 
tate-of-the-art IC technology. Gold Star 
Semiconductor, or GSS (5695 Gold Star- 
invested, 44% Western Electric) manu- 
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next three years to give the company pro- 
duction capacity for 800-1,000 five-inch 
wafers a day. Its target is to enter produc- 
tion of 64K dynamic RAMs by late 1984 or 
early 1985, but chips for telecommunica- 
tions equipment, a highly protected mar- 
ket in South Korea, are likely to remain 
GSS' money-spinner. 

Samsung, with the longest background 
in semiconductors, hopes to reach the 
market first with 64K RAMs in 1984, but 
is still searching for an American or Japan- 
ese partner. Production now is oriented 
towards consumer products — for exam- 
ple wristwatch chips — and the semicon- 
ductor division has lost money in every 
year but one since starting up in 1975. 
Park says the strategy is to fabricate a wide 
range of ICs, including custom-made and 
telecommunications chips, to cushion ex- 
pected losses from dynamic RAMs. 

Samsung will sink US$200 million into 


ent c 
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semiconductors from 1983-87, with a sales 
target in the final year of US$200 million, 
10 times the actual figure in 1982. In- 
house consumption of chips is targeted to 
rise from 20% to 45% over the period, 
with capacity at Samsung's planned very- 
large-scale integrated circuit plant set at 
20,000 four-inch wafers a month. 
Daewoo Electronics’ expansion in 
semiconductors is relatively conservative. 
The group will invest US$80 million over 
the next three or four years and specialise 
in custom-made chips for telecommunica- 
tions and industrial controllers, with half 
its output targeted for internal consump- 
tion and half to be exported. Soon Hoon 
Bae, vice-president of the electronics 
company, said his firm will avoid 64K 
RAMs because of keen competition. He 
noted that by the time a manufacturer 
reaches a competitive vield — the ratio of 
usable chips per silicon wafer — he will 
have sunk US$200 million into the ven- 
ture: US$100 million for equipment and 
USS100 million in operating costs, 



















Taiwan's approach is more conserva- 
tive. Although the island probably still. 
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PHILIPPINE PLAZA 
AT 40% OFF! 








The Midyear Bonus is Back! 
June 1-September 30, 1983 


The Philippine Plaza brings back 


the Midyear Bonus, now on its 
4th fantastic year! 40% off on 
published room rates! 


A one-of-a-kind offer from the 
one-of-a-kind hotel. Come, share 
in this great Westin tradition. 


S 


WESTIN HOTELS 
Philippine Plaza 


Manila's only seaside resort. 


* Subject to availability. Not applicable to previously 
confirmed group rates. 

For reservations, call your Travel Agent, 

the Westin Hotel in your city or Philippine Plaza 

832-0701. Cable: PHILPLAZA. Telex: 40443 

FILPLAZA. 





"Philippine Plaza’s Midyear Bonus has me back again!” 








WWF ‘Kojo Tanaka /BCL 


The 
Giant Panda 
needs your help 
tO survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 
Switzerland. 





WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
ar Eastern Economic Reviens 
Advertisement prepared as a public service by Ogilvy & Mather 











What Does 
Commerce Mean  : 






AUSTRALIA 


to the Asia-Pacific Region? 


It means electronics, toys, industrial machinery, 
textiles... As well as Canadian Imperial Bank of 
Commerce. 

Canadian Imperial Bank Group handles trade 
financing speedily, efficiently and highly profes- 
sionally. And sometimes even electronically 
because of our global communications network 
linking over 120 international offices. To a large 
extent our reputation rests upon our Canadian 
connection — the bank with the largest number of 
branches in Canada and with International Banking 
Centres in six major Canadian cities. 

But more and more, we re becoming known as an 
Asia-Pacific intraregional trade partner, engaging in 
everything from letters of credit and acceptances to 
foreign exchange transactions, from our strategically 


located offices in Hong Kong. Tokyo and Singapore. 
In addition, the Commerce has representative offices 
in Beijing and Sydney, and a subsidiary. Martin 
Corporation Limited, has branches in Sydney. 
Melbourne, Brisbane and Perth. 

So if you're looking for a single professional to 
handle your Canadian as well 
as your Asia-Pacific business, 
look to Canadian Imperial 
Bank Group with assets 
exceeding $68 billion and 
115 years of experience 
at home and abroad. What 
other bank engages in trade 
financing faster or 
better than we do? 






, 
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Canadian Imperial Bank Group 


CANADIAN IMPERIAL BANK OF COMMERCE 
BETHING. HONG KONG, SINGAPORE, SYDNEY and TOKYO 
CANADIAN IMPERIAL BANK OF COMMERCE (ASIA) LIMITED, SINGAPORE 


CANADIAN EASTERN FINANCE LIMITED. HONG KONG — MARTIN CORPORATION LIMITED, AUSTRALIA 









MINOLTA 


My boss told me to put this shipin this bottle. 
How can I? 


mode. And then reduce this copy one You've done it in a few easy steps, 
concept in office paperwork manage- more time while using the EP300RE’s and in less than a minute. When you 


Let us introduce you to a new 


ment. The next time you're faced with built-in manual feed table to feed 
a thorny copying problem, turn to the through the bottle copy face up. 


Minolta EP300RE. It can turn this 
young lady's problem into a boss- 
pleasing opportunity. 

Using the EP300RE’s enlargement 
mode, simply enlarge the A5 bottle to 
A4 and set this copy to one side for a 
moment. Now reduce the A3 ship to 
A4 using the EPSOORE's reduction 


f 


See the EP3OORE at these Minolta subsidiaries and distributors: 


Taiwan: Santa Office Machines Corp. 1AL 75, Sec. 4, Nanking E Rood, Taipei 
Phone: (02) 751-5022 
Hong Kong: Minolta Hong Kong Lid. 67-71 Chatham Road South, Oriental Centre, Kowloon 
Phone: 3-676051 
Singopore: Minolta Singapore (Pte) Lid. 110, Middle Rood, # 07-01, Chiat Hong Bldg 
Singapore 0718 Phone. 336544] 
Malaysia: City Marketing Sendirian Berhad Lot 3, Jalan 223. Petaling Jaya, Selangor 
Phone: 577476 
Thailand: Technico! Supply Co. Ltd. 1808-1812 Kasemrat Road Klongtoei Bangkok 10110 
Phone: 391-0215 
Philippines: TOPROS inc Topros Bidg Banawe Cor. Atok St , Quezon City, Metro Manila 
Phone: 49-49-21 


You now have your ship-in-a bottle. 











take it back to the boss, you can also 
take full credit for superior copy 
quality, as the EPSOORE's Micro- 
Toning System provides incredible 
copy quality, even reproducing 
, halftones with a sensitivity and 
consistency unknown to most 
| other plain paper copiers. 
Neat and easy with the 
EP3OORE, wasn't it? Phew! 


EPSOORE 


MINOLTA CAMERA CO. LTD , Business Equipment Division, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 


Indonesia: PT Perdana Nirwana Abadi Co. 678, JI, Krekot Rayo, Jakarta Pusot Phone: 372-609 
india: Methodex Systems Pvt. Lid. 607-8 Meghdoot 94 Nehru Place. New Delhi-10019 
Phone: 682475, 682476 
Pakistan: Allied Equipment Ltd. First Floor, Nelson Chambers, 1. 1. Chundrigar Road 
GP O Box 680, Karachi-1 Phone: 210146 
Bangladesh: Brothers International Ltd GP. O Box 767, Adamiee Court 115—120 
Montijheel CA, Docca Phone: 232293 
New Zealand: Viko Holdings Ltd. MS! Bldg. CNR Khyber Pass and Nugent Str, P.O. Box 220 
Auckland 3 Phone: 796-294, 796-295 
Australia: Oce Copying Equipment Pty Ltd. 89 Tulip St, Cheltenhom, Melb. 3192 Phone: 584-1011 






e THIS column. has had some harsh 
enough things to say about the failures 
and inconsistencies of the Hongkong au- 
thorities' supervision of the financial sec- 
tor, both from. monetary and prudential 
viewpoints. 

But at least. Hongkong could not be 
accused of creating a run on a financial 
institution, That, in a sense, is what the 
Monetary Authority of Singapore 
(MAS) — the republic’s quasi-central 
bank — seems to hàve succeeded in 
doing with 274) 0 Union Finance, or 
OUF (page 74). In the end, no de- 
positors will be their money. OUF will, 
most likely, quietly Vanish into history 
and other finance companies and banks 
will be left to ponder the dire conse- 
quences of disobeying the law or flouting 
the MAS’ authority. 

But by using a sledgehammer to crack 
a nut, the MAS has — not for the first 
time — been suspected of having mo- 
tives beyond simply making the punish- 
ment fit the crime. 

The MAS" action in petitioning for the 
winding-up of OUF appears, at least 
from à distance, to amount to no less 
than a punitive 'raid. Thus the fact that 
OUF had alteady been fined S$5,000 
(US$2,350) and former managing direc- 
tor Seah Say Yoong $ S 15,000 for extend- 
ing an unsecuféd credit in excess of that 
permitted under the Finance Companies 
Act, would normally be regarded as the 
end of the matter, If it were thought that 
the size of the, penalty was insufficient, 
then something < should have been done 
earlier to put more ‘teeth into the act, or 
should be done now. 

It may be, ‘Of course, that the MAS 
had other evidence suggesting that OUF 
was not a fit uardian of the deposits of 
the public. Thé public can only judge 
from the available evidence whether the 
MAS petition was appropriate. But to 
jump from o e apparently quite small 
offence — sn td by the penalty — to 
the conclusión thát a company should 
not be permitted to carry on business at 
all is a large jump | indeed. 

It was also án action which could 
reasonably be claimed to put depositors 
rather more at risk than the lending of- 
fence of which OUF was convicted. The 
very fact of ‘the’ MAS petition to the 
court for a winding-up and the appoint- 
ment of a próyisional liquidator had the 
entirely predictable effect of making de- 
positors want their money back im- 
mediately. It thus created the danger of 
an immediate liquidity crisis at OUF 
where none had apparently existed. 
Whatever the outcome of the petition, 
its issue alone made OUF in its present 
form a dead dück. 

. A result of the petition may be that 
Singapore has ofe less finance company, 
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or that the value of OUF's licence under 
its existing Ownership will be a fraction 
of what it used to be. These may be inci- 
dental consequences. But if they had 
been goals there would have been more 
direct ways of achieving them. 

The MAS has every reason not to tol- 
erate sloppy, banking practices and — 
contrary to. Hongkong's feeble- au- 
thorities — should be praised for actual- 
ly enforcing existing laws. But the OUF 
move came. not long after its controver- 
sial, actions against foreign banks. ac- 
cused of "round-tripping" (REVIEW, 
Dec. 24, '82). Now the MAS is being al- 
leged, in some not normally hysterical 
quarters, to see itself as some kind of 
avenging angel rather than simply 
strictly enforcing clearly defined penal- 
ties. 

It is not new in Singapore for com- 
panies which have fallen foul of author- 
ity, which commit relatively minor but 
visible transgressions, to face hurdles 
rather bigger than the size of the penal- 
ties im 
no middle way, no golden mean, be- 
tween Hongkong's phony laws and li- 
cence to Steal, and the holier-than-thou 
zealotry of Singapore officialdom? 

e SHROFF has also been critical of 
Hongkong's three-tier financial struc- 
ture and its deliberate attempt to push 
many out of the deposit-taking company 
(DTC) business, but some credit is due 
to Banking and DTC Commissioner 
Colin Martin in achieving the final stage 
of transition to the new structure without 
further casualties. Thanks to some fairly 
exhaustive nursing by the authorities, 
helped by some of the larger financial in- 
stitutions, the end-June deadline for re- 
gistered DTCs stopping taking deposits 
of less than three months has passed 
without any new failures. Although 
seven out of more than 300 DTCs have 
lost their registrations for not raising 
paid-up capital to the HK$IO million 
(US$1.4 million) minimum required, 


by the courts. But is there 








































they have adi 50 mpri damage to de- © 
positors. 

That is not to say that DTC troubles. 
are over. But at least those created by | 
the three-tier rule have been overcome. — 
Meanwhile, whatever the follies of a - 
few, many of the smaller D'TCs have | 
shown they have been infinitely more — 
prudent than . big-brother' licensed | 
DTCs, several of which wovild now b x. 
well and truly bust but for parental sup- 


port 
e WITH DTC crises, pr 
lapses and currency chaos Eu on 
authorities have understandably- 
questione: such as improved disclosure o 
irectors' dealings on the back burner. 
However, if the past two years have 
proved anything, it is that tlhe absence ol 
accurate information from listed : 
panies about their activities and sources. 
of profits has been the biggest source o of 
rip-offs. These are rather more impo 5 
tant matters than disclosure of directors’ 
interests and dealings — in Hong ng s 
situation, unless an impossibly wide 
range of restrictions is to De introduced $ 
such disclosure could readily be avoide 
by those who really wanted to do so. 
If Financial Secretary John Bremridg 
is in earnest about getting things moving — 
towards better corporate disclosure — 
without creating new laws , he might Start - 
by encouraging the Securities Commis- | 
sion to make use of the powers it posses- f 
ses to lay down listing requirements 
Hitherto these sweeping powers hé 
not been used and requirements hav " " 
been left to the stock exchanges, whose | 4 
last interest seems to be to want to ro- 2 i 
tect investors by ensuring they are kep 
informed. But the commission can, so 
long as it consults the federation of st ; 
exchanges, lay down any listing rules it 
likes. Get to it! A 
e THE one area where Shroff would, ' 
however, like to see full disclosure of all — 
beneficial interests above, say, 5%, isin 
banks and DTCs, whether listed or not. 
Without such disclosure it is impossible 
to see how the authorities can even begin 
to prevent the massive apparent frauds — 
seen with Dollar Credit and Axona in- | 
volving transfers of funds to companies — 
and paper banks offshore. 
e WHAT has happened to the face-sav- _ 
ing merger of Sun Hung Kai Bank and -. 
Sun Hung Kai Securities? It was an- - 
nounced on March 12, and the terms . 
slightly amended on April 23. Nearly 
three months later, there is still no more 
news of the scheme of arrangement. — 
e ACCORDING to a newspaper re- | 
port, Carrian won hearts and minds in | 
Oakland, California (and a loan from 
the local authorities) when it donated ` 
US$1 million to a youth-training pro- 
gramme. In pyramid selling? 
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the wake of suspected un- 
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$4.4 billion) and capital outlays, 







ed Rs 22.7 billion in budget resources. 
"he Finance Ministry's | 
nomic survey for fiscal 1983 reflected a 
sonable showing in most sectors of the 
nomy, though weaknesses were noted 













t's. 

| jicreased by only 5 5% i in Y fiscal aL Ioas. 

‘from a 12% increase in 1982. 

se figures are challenged on the 

nd that the Sibson s cost-of-liv- 
, OF r only | par- 














ge of S Ingapóre' ins 
icing rather than face official Intervention 


market is in for a stiff dose of 


rading practices. The Gold Ex- 
f Singapore (GES) has proposed 
amendments to its articles of as- 
n and to the rules governing trad- 
ie hope that the creation of amor- 
market will not only hold off legisla- 
ut also will help attract foreign com- 


amended rules, which were ex- 
o pass smoothly through an extra- 
ry general meeting of the GES on- 
4, include the doubling of the mini- 
iid-up capital and net tangible as- | 
member traders and a tighter grip 


changes have official backing in^ 
vo senior officials of the Monetary 
rity of Singapore (MAS), the coun- 
asi-central bank, are on the gov- 


g. the newly elected chairman of 
and Koh Beng Seng, a commit- R 





JONOMIC MONITOR 
ith some bumps 


abad: Pakistan is projecting gross 
al product growth of 6.4% for the - 
year which started on July 1. The | 
compares with the estimated | 
crease of 6.5% in fiscal 1983 and of | 
fiscal 1982. The projections ac- ` 
d Finance Minister Ghulam . 
an's budget for fiscal 1984 which | 
irrent expenditure of Rs 57.85 bil- 


ing total development spending. of 
31 billion — Rs 8.3 billion short of pro- | 


annual 


. The ministry reported that thein- - 
n rate fell Hon us T% | in fiscal 1982 | 













es files for 


tee member. Thus, while allowing self- 


regulation of the market, the government: 


has scope for official surveillance. 


| The government's. concern over un- | 
healthy practices in gold-futures trading - 


gained momentum last September when, 
after several clients" comiplaints, the 


police carried out a surprise raid on 24- 


firms — some of them members of the 
GES — dealing in gold and other com- 
modity futures. The authorities confis- 
cated documents from these firms, but so 


far the Ministry of Law has neither re- 
leased. its findings nor preferred any 


charge. — — 

Five of these gold ad cottiniódity trad- 
ing firms had been found to be insolvent 
and 13 others were making losses; most of 
them indulged in "questionable trading 
practices not in the interests of their 
clients." As there is no law governing gold 


futures — either on the exchange or out- 


side it — there were reports that legisla- 
tion to regulate commodity trading was in 
the offing. 

First Deputy Prime Minister Goh Keng 


rents, transport and medical aid. The an- 
nual increase in the cost of living i is in the 
range of 18-20%, according to: indepen- 
dent economists. 

A disruption in production of many 


consumer goods because of electricity and . 


natural-gas shortages; rising. prices of im- 
ported raw materials and equipment since 
the January 1982 delinking óf the rupee 
from the US dollar, and the government's 
persistent deficit financing of Rs 5-6 bil- 


lion a year are behind the ‘unrelenting i in- - 


flationary pressure. 
The rupee has been on a steady decline 
against the US dollar, to which it was peg- 


ged at Rs 9.90:US$1 until January 1982. It | 


was then allowed to float. By December 
1982, the rate had gone down to Rs 12.96; 
by July, it was Rs 13.17. The national Sav- 


ings rate increased to 13.5% of GNP but - 
| the performance remained poor com- 


pared to other countries, as well as in the 
light of pressing investment needs. 

Ani improvement in exports, restraint in 
imports, and an increase in remittances 
from Pakistani workers abroad helped to 
reduce the current-account deficit to 


| US$809 million from US$1.61 billion in 


xports in fiscal 1983 totalled 


























illion — up 9.4% from 1982. Im- t eee 






in the way of Sapore $ nascent attempts l 
to transform the GES into à centre for fi- 
nancial futures. 
Negotiations have been going on be- 
tween the GES and the International 
Monetary Market, a division of. the 
Chicago Mercantile Exchange (CME), to 
develop a financial-futures market here in. 
tandem with the CME (REVIEW, Oct. 29, 
'82), a move that would also require clear- 
ance from United States. Government 
SEEDS: 










|t is easy for the GE S, a public corporation 

since early this year (it was set up in 1978 
as a private company), to dovetail its regu- 
lations with the requirements of the CME 
or Washington. Had the local commodity- 
trading law been enacted, observers point 
out, it would have required changes to ac- 
commodate the US tie-up, giving the im- 
pression that the | government was bending 
over backwards to suit foreign require- 
ments in promoting particular sector of 
the market. By putting two MAS officials 
on the GES board instead, the govern- 
ment is indirectly ensuring that the ex- 
change itself carries out the general thrust 
of the intended new rules. 

The major amendments proposed in the 
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THE TRADE GAP 


Rs billion 
7 


Source: IMF 

TEMERE e Frank Tan 
ports were US$5. 7 billion. down by 1% 
Rising prices of imports, in terms of a de. 
dining rupee, discouraged larger pur- 
 chases. Pakistani workers’ remittances 
rose 28.1% to US$2.9 billion. 

Net capital inflows totalled US$1 bil- 

lion, à 37.1% increase over fiscal 1982. 
But with debt- -rescheduling arrangements 


with Pakistan’ s Weste donors expiring, | 



















to foreign firms. At prese 
corporated companies c 
bers. When the GES 
poration early this year. 
under Singapore laws to ha : 
bers. It now has 18 members : 
and nine foreign associat 
sources say about half tl 

_ bership could come fror 
» To strengthen tl 
member firms. t 
mum paid-up ca 
sets of a full mem 
million (US$470,0€ 
» Theexchange reta 
the amount o 





















ied the Hip to vary 
nditional bankers’ 
guarantees ull members. At 
present, the guarantee, per member is 
$$250,000 to thi ange and the same 
amount to the exchange’s clearing house. 
This obviously. Covers the needs of an ex- 
panded gold as. well às financial- futures 
market. —. e 

> T Tightening ets Hb oo r members’ ac- 



















| bua prre ces 
f the financial year. 












payments claimed 


13.3% of all forétgntex h ande earnings. 


. Pakistans medium- and long-term. ex- 


| ternal debt stood at US$9.2 billion as of 


January l. 1983. p Nl BA 7 billion ini 





| took power. 

Monetary expansion reached 19.8% 
during the nine nons ; ended March 31, 
compared to a 7.6% 1hérease in the previ- 
ous comparable period. The government 
attributed this to its larger, credit- 
financed, purchases of wheat and sugar 
from local farmers. 

Pakistan's key sector — - agriculture m 
recorded 4.8% grow compared to 1982. 
Contributing to this were a bumper wheat 
crop of 12.4 million tonnes and increased 
cotton production’ of 4.8 million bales, 
both of which surpassed official pro- 
duction targets. Rice production, how- 
ever, declined by*h-8%and that of sugar- 
cané by8.5%. 

Overall production growth i in the manu- 
facturing sector slowed to 8.3% from 
11.9% in fiscal 1982. However, increased 
production was, re ded by fertilisers, 

synthetic yarn, ji 
steel ewe cement and basic chemi- 
, Pakistan produced 
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- called “churning.” 












launching a two-week training course for 
candidates. 


» Members will be dein to segregate, 
$ money, Sec-, 
urities and. properties f from their own. In: 
the past there were, cases of dealers using | 

peculate on their own ac- 
itis not known whether |.s 


— in their books - — client's 







clients assets t 
counts, thou, hit 
any member firms were involved. 








Other se dary measures taken at the 
suggestion of the. MAS include the stand- | 


ardisation: of contract forms between deal- 
ers and clients, an 





mittee of the exchange is also forming two 


subcommittees, -one for membership and. | : 






the other 


for disciplinary matters. A re- 
presentativ | 


MAS will sit on each. 


In a move to expand the. market mean- 
while, major local banks which are GES | 
members have-stepped up their drive to. | . 
interest the local. jewellery manufacturing | 
| industty i in;gold futures. Jewellery fabrica-,| n 
tion in Singapore increased sharply in. 


1982, to a record.17 tonnes, in the process 
overtaking Hongkong as the region's third 


(ISTAN 


34 reial. establishments and 
t “resulting production 
losses have not yet-been quantified, but 
they appear to. be considerable. 








The revenue, budget for fiscal 1984 . 
shows projected i income of Rs 57.85 bil- 
; lion. Xs is a at Rs UE Ae 


and order, community and social serv ices : 
and utilities will get a.total of Rs 10.33 bil- 


lion, up from Rs 8 96 billion in fiscal 1983. 


For the capital budget, resources willin- | 
clude external . assistance. totalling Rs. 
16.78 billion. The development outlay and. | 


resources show a gap of Rs 8.3 billion. 


Most of the development spending will go | 
to physical infrastructure for the energy. 


education: and health Sectors. 


Principal measures taken by thegovern- | 
ment to close, the capital- budget gap are | 
the imposition of new taxes to raise Rs 563- 
million, a resort to deficit financing of Rs. 
6.02 billion anda reduction in government - 


subsidies on. food and other consumer 


items, plus economy in administrative ex-. 


penditure. ‘The new taxes will apply to na- 
tural gas, pe 








registered representatives. EE deal. : 
ers or brokers are reqtired to” qualify by: 
the end of 1984. The exchange is also‘ 


d the forbidding of deal- - 
ers and. brokers, from buving and sell- 

ing contracts at the, same time and price on - 
any one account = — à practice commonly | 
- The governing com: 


| ostal services, railway travel, 
| cigarettes and Sugar, - 
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; dt was PROTEO te: rera i PE 


y ór the third time in "recs sea. $ 


: avoid. Pry The. banks, l 


property investments. Mow the 
which it says it will: merge:or 


| Korean businessmen and foreign 
are watching the case closely — : 
use of Hyosung's prominence. T 
up's import-export arm is one of - 
n's most prestigious and powerful. 


, largest producers of nylon fabrics, . 


and banks, ‘aca with Hyosung may? 
s-a-warning to all big businesses... 
hurled : abe: 


7 pore’s s MAS orders the ie winding-u ofa finance firm 
+ d that ca dec a clear warning to others | 


Ig ien tf Act. OUF and its former managing direc- 
one dan Akoni of Spip dne (MAS) : 
has VEL a polly of eae self- l 


ul tory role of the- MAS. Sine ore nd | 
tral bank. The MAS unie ic | 








crisis came 3 Ap il. Executives of 
Hyosung and three. other heavily indebted 


= South Korean firms were accused of ram- 


pant land speculation.. Prosecutors in- 
dicted chairman. Cho Sung Rae and a di- 


rector on charges of bribing officials of the 


Korea Land Development ‘Corp. into - 
leaking information that enabled Cho to 
win. the bidding for certain land, 

The case enraged- the government be- 
cause all the while. Hyosung had allegedly | 


been making itself into-one of the largest 





landowners in South Korea, it had. bee 
receiving rescue financing. In. 1981 and 


| 1982, it was disclosed, Hyosung had re- 


quested and received Won 60 billion 
(US$77 million) from then government- 
owned commercial banks. It: still owed 
Won 53.9 billion by the end of.1982, and 
has asked for another major rollover. 
Hyosung will neither confirm nor deny 
the charges or the bail-out réquest, saying 
comment ‘may. disrupt . negotiations. 
Rather than forcing it into bankruptcy, 
the banks made a deal with Hyosung 
based on the government's guidelines. 


tor, Seah Say Yoong, were fined on July 4 
by a local court S$5,000 (US$2,350) and 


>| $15,000, respectively, for granting an un- 
| secured loan of $$720,000. Under the act, 


finance. companies cannot. grant loans 


without security above S$5,000 unless 


prior permission of the MAS is given. 
On July 5, the MAS petitioned the Sin- 


e |. gapore High Court to wind up OUF. 
ke | While waiting for that petition to be 

| ai granted, the authorities applied the same 
.| day for a provisional liquidator to be ap- 
126: 4 -| pointed to protect the assets of the com- 
full. | pany and to ensure that the interests of de- 






he MAS assured OUF. 
X company was solvent 
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deal with, 





| This time the judge reversed his earlier de- © 


government-appointed © chief lender to 
Hyosung, apparently has agreed to extend 
payments on Won 50 billion in loans that 
have come due. The. government is be- 
lieved to have ordered the arrangement, 
but refuses to discuss details. "This is a 
situation Hanil Bank and Hyosung must 
^. insisted ‘Assistant Finance 
Minister Lee Hyung Ku. Hanil Bank and 
Hyosung will not discuss it either, report- 
edly on Finance Ministry orders. 

Provided Hyosung can unload its pro- 
perty holdings and some subsidiaries, the 
rescue scheme is expected to bring it out of 
the woods. But itis.unlikely that the group 
will quickly regain the vigour that once 
made it one of South Korea' s biggest suc- 
cess stories. EA 


he group was founded in 1957 by Cho 

Hyung Jae, an early protege of entrep- 
reneur Lee Byung Chull, head of the giant 
Samsung group. In. 1966, Cho established 
Tongyong Nylon, moving into a new field 
for South Korea. The enterprise was 
highly profitable and remains the most 
solid Hyosung. subsidiary. He also had 
. Hangook Tyre; now the nation's second- 
largest tyre manufacturer. 

Cho subsequently: plunged into heavy 
industry, wood-processing, leather, poly- 
ester and securities. After Hyosung Corp. 
became a GTC in 1973, its exports sur ged 
from US$34 million to-L/$$786 million in |. 


1981. The group's fortunes slid in the 1980 ~ 


recession. Exports have. been declining 
since early 1982; while. debts have piled 
up. (Because of local accounting practices 







sets, depositors begam flocking to the 
doors of OUF's six branches to withdraw 
their money. ewe A 

The run. continued. despite assurances 
by the company and.the MAS that all de- 
positors would be fully;paid. Depositors' 
desire for a quick withdrawal was under- 
standable because once liquidation pro- 
ceedings start it will be;d long time before 
they get their money: back. OUF ap- 
pointed an independent firm of auditors to 
oversee the dishing out of cash while the 
MAS sent in inspectors to keep an eye on 
the operations of the beleaguered finance 
house, which paid. out àn estimated S$15- 
20 million between July:6-9. Meanwhile, 
the High Court denied the MAS petition 
for a. provisional liquidator as OUF ar- 





gued that the indepéndent auditors would 
supervise its operations; 1 


OUF's. minor legal victory was to no 
avail and it had to:closé.;its doors to de- 
positors on July 1i às it-was strapped for- 
cash. Then it was thé. MAS’ turn to act. 
Within hours of the: OUF closure, the - 


MAS petitioned the. High Court again to. 





submit further arguments in chambers. 






d ppointed. with t the consenta 





One ew Sipe rat oughly 
million at the end of 1982. i: 

Business analysts and bankers attribute 
Hyosung's decline to poor management. 
Until two years ‘ago, when it reshuffled its 
top executives, Hyosung placed priority 
on boosting exports — not on profits or re- 
payment of debts. In South Korea, banks 
automatically. reward. export sales with 
generous financing. The exports-first stra- 
tegy led Hyosung and other South Korean 
conglomerates into ower-investment in 
manufacturing facilities, sales with little or 
no profit and creative accounting. 

The country's loose financial reporting 
laws make it possible for companies to sell 
merchandise to an overseas subsidiary. 
count the transaction as a sale and collect 
export financing. Several sources close to 
the group said Hyosung. made a regular 
practice of this, as have many GTC. 

Hyosung, however, was slow in adjust- 
ing to the waning of the export boom in 
light-industrial goods. One of its. sub- 
sidiaries, Taejon Leather Industries, for 
example, built Asia’s largest leather tan- 
nery. The plant has. been operating well 
below full capacity: and has been scaling 
down production to meet smaller, higher- 
quality orders. iti 

Hangook Tyre has teported losses since 
1980 as exports tailed off. A recent domes- 
tic boom in the car market has pulled the 
firm back into the black. Daesung Lumber 
is the nation's largest) producer of 
plywood, an industry that has been in a 
deep slump until just recently. 

Hyosung Heavy [Industries has been 
struggling since it was founded in 1975. 
Several years ago, with government coax- 
ing, it absorbed the ailing machinery oper- 
ations of the Ssangyong and Kolon 
groups. Analysts say that with the weight 






E 


safeguard the interests. of depositors. It 
appears likely that. the ^ majority of de- 
positors, who did not withdraw their 
money before the July: 11. closing. may 
have to wait on the'wwinding-up hearing 
scheduled to come pose: the High Court 
on July 22. Voritiy 


Ascorine to the latest available figures, 
as of June 30, 1982; against a deposit 
base of S$49.8 million .OUF had cash and 
deposits with other!banks of S$16.5. mil- 
lion; government bonds worth S$440,000; 
government securities, 8$430.000 and a 
statutory deposit of $$2.9 million with the 
MAS. It also had about 900,000 shares of 
Far Eastern Bank with a market value of 
about S$4 million: Any retrieval of these 
assets or disposal of/shares would bring 
the involvement of the MAS and the High 
Court-appointed provisional liquidator. 
OUF's loans and.advances amounted to 
S$28.4 million, most of which was tied up 
in hire-purchasé.' $chemes or housing 
loans, many of up fo 40-15 years. While 
some local banks wahted to take on these 
loan portfolios, they; seemed extremely 
hesitant to risk the wrath of the MAS, 
given the strong line it took in the OUF 
case. Under Singapore law, depositors 
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Plywood processing: a-deep slump 
of these combined debts and poor sales of 
transformersy ‘Hyosung Heavy Industries 
dug itself into a hole it is only now starting 
to get out of) Inthedast quarter of 1982 it 
reported its first profit. 

Hyosung Corp:.) meanwhile, has been 
operating at- razor-thin. profit margins 
even while Sales: have soared. This is true 
for all GTCs where net income normally 
is only 1-2% of sales and total debt is 
about five or’six times net worth. Hyosung 
Corp.. however; reported an anaemic 


| 0.03% net-incomé to total sales ratio in 


the second half ob 41982. 

It is not clear how far Hyosung's pro- 
posed restructuring will go towards solv- 
ing its problems; The present plan in- 


| volves only:thóse subsidiaries controlled 


I 


by Cho Sung; Rae; the eldest son of the 
founder (Cho'Hyung Jae has been bedrid- 
den with ‘serious heart problems for 


| years). This Son. controls Hyosung Corp.. 


Hyosung Heavy fndustries. Tongyang 


must be paid before claims by financial in- 
stitutions or inter-bank loans are enter- 
tained, 

This is the first time in the MAS’ 12-year 
history it has called for the winding-up of a 
finance housegnd MAS officials who had 
been engrossed in OUF's affairs since July 
4 were not available for comment. The 
Straits Times, the leading local news- 
paper, having approved the tough action 
of the MAS, was constrained to ask in an 
editorial: "Could not the MAS have 
worked out and announced. from the 
start. a definite programme to allow de- 
positors to take out their money in à more 
orderly manner? If the MAS had done 
that, the crowds would have been smaller 
and more organised. More important, de- 
positors would have been less anxious. 
And the MAS would have better made its 
point that it had the interest of — 
in mind. ^ 

Working out prior arrangements to pay 
individual depositors could also have 
weakened the MAS' case for winding up 
OUF — not that this would have been im- 
possible. Obviously the MAS wanted to 
make an example to all other finance com- 
panies with the OUF case. After filing for 
the winding-up of OUF the MAS sent a 
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Corp. Tongyàn ikely- ile 
over Ber Toten Co. kin a " of Mee 
fabrics. and Wonmi: Apparel This. ise 
move Hyosung has long.been consideri 
Hvosung Heavy Industries will take over. 
Hyosung Construction. Hyosung Securi-. 
ties will be sold. ' ' am 
More important will be the infusion ot. ad 
capital fromdand sales and the loan exten- 
sions: "That will goa long way-to solving — 
their ‘basic problems." said one foreign — 
banker familiar with the group. The busi- — 
ness: Community is also interested in how — 
far the: government and banks will goin - 
backing: the biggest conglomerates: "I ra 
E 















































think this is a very interesting test case," 
said the banker, "because Hyosung is nota 
sovereign risk / But it still is very large." ” E 

The government also must answer to ^ — 
growing complaints of inequitable distri- — 
bution of thé nation’s limited lending 
facilities; In a. recent debate in the Nar. | 
tional “Assembly, 
noted that 50% of the nation’s total credits — 
—about Won 14 trillion — went to only I$ 
conglomerates. There arevan estimated — 
35,000 manufacturers in the country. 

The government as yet has no plans to 
alter its export-financing system by, say. - 
forcing recipients to prove thatthe credits he Hj 
art actually invested in export- -Oriented 
industries. = 

The' case does, however, suggest that — A 1 
the government will be less tolerant of — — 
blatant abuses of credit. All ne ot aD 14 
ates are being pressed to dispose of prop- - 

erty not related to production, said Lee. — 
“What is new about this case is that we are. ^ 
saving the properties owned by managers — D 
shóuld be sold to solve problems. " 


ae 
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opposition members — —— 
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Ep. 
* E ye 
stern circular to all finance companies ad- 3 
vising that it would not hesitate to take ac- — 
tion against any company caught violating — 
“the Spirit or letter of the Finance Com- is 
“panies Act. The circular added that some — — 


Tia 
ma 


regulations. The MAS' action this time. — 
banking sources noted, was more severe — 
than in an earlier and somewhat similar | 
case involving Asia Commercial Bank | 
(ACB). Then. one of the directors of the 
ACB was instructed tosellhis ACB shares) 
after he was convicted for breaches of the 
Banking Act. 

Another reason for the severity of the 
MAS ' action this time could be that some 
local businesses were interested in buying 
up OUF. not so much for its assets as for 
the -finance-company licence which is 
granted by the MAS and is worth several 
million dollars. OUP’ though profitable, 
is a small company capitalised at S$2 mil- 
lion with a pre-tax profit of slightly less — 
than S$1 million in the year ended June 
1982. Even before his conviction, sources — 
said, Seah and his family — who own the — 
majority of OUF — were holding out fora — 
better price in view of the much-prized = 
MAS licence. The lesson seems to be that 
licences cannot be traded so easily. g 
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The Hongkong and Shanghai Bank moves to counter criticism 
of its immensely expensive new headquarters development 


By Christopher Wood 


Hongkong: Despite soaring costs and 
question marks placed over its design by 
specially appointed consultant engineers, 
the Hongkong and Shanghai -Banking 
Corp. (HKSBC) has decided to continue 
construction of its new headquarters — 
said to be the world's most expensive of- 
fice block. The extravagance of the build- 
ing has long béen common knowledge (In- 
Wieencc. REVIEW, Jan. 20) but recent 
selective leaks of a technical audit carried 
out by consultants Pell Frischmann and 
Partners have produced fresh adverse 
publicity for the bank, the implication 
being that the innovative design had vari- 
ous structural and practical defects. 

To counter what was fast becoming a 
public relations (not to say financial) em- 
barrassment, the HKSBC issued a state- 
ment on July 12 after a board meeting 
Which considered the Pell Frischmann re- 

ort. This "confirmed" a cost of HK$3.19 

illion (US$447.7 million) for the "basic" 
building of the headquarters as envisaged 
in bank chairman Michael Sandberg's 
statement in the 1982 annual report. In ad- 
dition, costs "special to a banking opera- 
tion" amounted to HKSI.8 billion based 
on plans for occupation of the building in 
November 1985. This is based on the as- 
sumption that the bank would take 60% of 
the available 770,000 sq. ft of space itself 
with tenants bearing fit-out costs for the 
remaining 40%. So the HKSBC puts its 
total cost at just under HKSS billion. 
excluding fees. 

The HKSBC originally indicated. that 
it expected to occupy about 50% of the 
building itsclf. But one leading estate 
agent said it was subsequently informed 
that the bank would occupy most, if not all 
of the building. The difference might be 
explained by whether the HKSBC retains 
five floors of Admiralty Centre which it 
bought to use as its temporary headquar- 
ters two-and-a-half years ago. 

Referring to the Pell Frischmann tech- 
nical audit, the HKSBC statement said it 
drew attention to the building's "unique" 
design and recommended that certain as- 
pects of “innovative architecture war- 
ranted further consideration." Further 
Opinions were therefore called for from 
specialised consultants, “world leaders in 
their fields." These reported that in terms 
of safety and comfort the design met the 
highest international standards and no sig- 
nificant changes were recommended. 

The statement added, however, that 
certain. changes in the "organisational 
structure" of the project would be made 
and some amendments to contractual re- 
lationships considered — indicating a gen- 
eral tightening of HKSBC control over 
contractors, both in terms of design deve- 
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lopment and costs, 

Answering questions following the an- 
nouncement, Roy Munden, the HKSBC 
executive director responsible for the 
headquarters project, said the bank was 
"quite determined" that the present team 
could complete the building on time by the 
end of 1985 and within the HKS$S billion 
budget. The REVIEW understands that 
those close to the project put the absolute 
top figure at current prices for the project 
— when fully fitted out for occupation and 
when the fees have been paid — at 
HK$6.5 billion. Munden stressed that the 
only significant overrun was HK$500 mil- 
lion on the steel contract with British 
Steel, the cost of which had almost dou- 
bled. 

Asked whether the HKSBC could not 
have bought another bank for HK$5 bil- 
lion — it is reportedly still looking for a 
suitable candidate in Britain or Europe — 
Munden agreed it was a "very large sum of 
money." But he saw the new headquarte rs 
as an investment in the future, a 21st-cen- 
tury building. By equipping the bank with 
the most advanced banking technology, it 
would increase its competitiveness and 
make it "cost effective." 

These are brave words, but the HKSBC 
has clearly had a scare, judging by its ac- 


lions as the costs of the project — most of 


which were outside its direct control — 
started to mount. The origins of the pro- 
blems go back to the free hand the bank 
gave British. architect Norman Foster in 
implementing his design. Foster, celeb- 
rated for his avant-garde, futuristic de- 
signs, was hardly the sort of architect 
who would put economv before aesthe- 








tics. His freedom of manoeuvre is illus- 
trated by the fact that it was not until the 
turn of this year that his design team was 
moved to Hongkong. Previously, it was 
based in London, where the main subcon- 
tract was awarded. 

Foster's design, closely following an oil- 
rig structure, consists of eight giant steel 
masts — supplied under the British Steel 
contract — on which the rest of the build- 
ing will, in essence, be hung. Features of 
the design include glass-and-aluminium 
outer cladding and floors with built-in wir- 


| ing systems plus a whole array of integral 


components including advanced com- 
puter systems, 

The bank might well be tempted now to 
economise on such extra facilities, as con- 
tracts for the shell of the building are for 
the most part let. (Indeed, the steel masts 
already stand eight storeys high.) The 
problem then could be that the bank might 
end up with a space-age shell without the 
inner sophistication. This possibility was 
denied by Munden, who said there was no 


| way that standards would now be com- 


promised. Still, the lavishness of the 
whole venture is clear from the difference 
between the cost of HK$1,500 a sq. ft for 
fully-fitted-out space in a first-class mod- 
ern conventional building and the 
HK$6,000 cost of the new HKSBC build- 
ing. 


$ was the cost overrun on the steel con- 
tract which first gave rise to the HKSBC's 
alarm. British Steel, a nationalised indus- 
try, apparently had problems carrying out 
the high- specification work required, rais- 
ing questions over its selection as the sub- 
contractor. Ron Mead. a Hongkong con- 
sulting engineer, was appointed project 


| coordinator. He then wrote a report for the 


bank concerning the contractual dispute 
with British Steel, and carly this year Pell 
Frischmann was selected by the HKSBC 
from seven specialist candidates to Carry 
out a thorough technical audit within 
three months. 

Pell Frischmann was to report to a spe- 
cially appointed sub-committee of 





Photo-montage of the projected headquarters: aesthetics before economy. 
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Bedford; Li: high-powered investigators 


HKSBC directors, the chairman of which 
is Trevor Bedford, the managing director 
of Hongkong Land. Other members in- 
clude Li Ka-shing of Cheung Kong and 
Norman Thompson, former chairman of 
the Mass Transit Railway Corp. The crea- 
tion of this high-powered sub-committee 
is itself testimony to the seriousness with 
which the HKSBC was treating the pro- 
blem, as non-executive directors usually 
perform rather inactive roles. 

Some of the more technical points 
raised by Pell Frischmann are reported to 
include, for example, a caution that the 
plaza of the building could be flooded in 
the event of heavy. rainfall and that the 
costs of the building. including special re- 
quirements, could be more than HK$6 bil- 
lion. However, the bank has now clearly 
asserted its management control. 

It is understood that Mead and the sub- 
committee now insist that everything be 
cleared through them; a fact which the 
consultants are having to live with, how- 
ever reluctantly. The HKSBC is also in the 
process of renegotiating various consul- 
tants’ fees, including those of Foster. Nor- 
mally, consulting fees come to about 8% 
of a project's cost, but in this case invoices 
presented came to-more like 16%, the 
REVIEW understands. 

The HKSBC likes to portray its new 
headquarters as a statement of its confi- 
dence in the futuré of Hongkong. Even if 
the headquarters does represent such à 
vote of confidence, and not a decision 
taken in the boom days of a few years ago 
when money seemed to grow on trees, 
HKSS billion, to use the official estimate, 
should be viewed against the HKSBC's 
1982 net earnings (after undisclosed trans- 
fers to or from hidden reserves) of 
HK$2.36 billion. Nor is the cost an insig- 
nificant percentage of. market capitalisa- 
tion which stood at HK$18.78 billion on 
July 11. 

Whatever the bank's exact financial 
position (as reserves are not disclosed, es- 
timates are as much a matter of faith as fi- 
nancial analysis), such a sum of money 
represents a massive Opportunity cost in 
terms of other ways it could have been 
used. Obviously, if that money had been 
ploughed into banking per se, it would 
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have enhanced the scope for improved 
profitability, 

For the moment, shareholders will have 
to accept the HKSBC's word that it feels 
comfortable with the commitment even if 
few can be happy about the expense. Cer- 
tainly, it is hard to believe that the bank it- 
self would be so understanding towards 
any of its smaller clients who allowed costs 
to overrun to such an extent. Moreover, 
financially, the bank is probably not as 
comfortably positioned as when it first 
embarked on the building. Property and 
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Mitsubishi taxed less 


Net .profit at Mitsubishi Heavy Indus- 
tries, Japan's largest heavy-machinery 
manufacturer, rose 3.5% to Y 24.8 bil- 
lion (US$103 million) in the financial 
year ended Mar. 31. The profit growth 
was achieved despite a 1.1% decline in 
total sales to ¥2.98 trillion owing to a 
drop of ¥10 billion in tax payments. 
Sales of its shipbuilding, power-plant 
and machinery units were down by more 
than 10% Vehicle sales of Mitsubishi 
Motor, one of the group's 40 sub- 
sidiaries, was slowed by lower demand 
for lorries. 

Recurrent profit was down by 28% to 
Y 38 billion because of foreign-exchange 
losses. Net profit per share was Y9.83, 
up from the previous ¥9.53. For the cur- 
rent year, the company forecasts sales of 
Y 3.2 trillion, — KAZUMI MIYAZAWA 


Smooth sailing for SIA 


After-tax profits at the Singapore Air- 
lines group for the financial year which 
ended Mar. 31 came to S$105 million 
(USSSO0 million), unchanged from the 
previous year, preliminary unaudited re- 
sults show. The profits were realised de- 
spite the slump in world aviation but in- 
cluded a hefty share of extraordinary 
items such as the sale of old aircraft, the 
details of which have yet to be released. 
The group. which has several sub- 
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sidiaries in such operations : 
pair and maintenance, grou 
at Singapore airport, hotels 
terests, posted operating 
§$2.6 billion, up 4%, and o 
penditure of $$2.5 billion, up 
the previous year. Operating 
the year was S$109 million, u 
Pre-tax profit from airline 
was S$46 million, up 109% 
million previously. Total traf 
— 2.48 billion tonne-kms (tkr 
creased by 3.9% from 2.39 ty 
this growth rate was much lowe 
18.6% achieved during 198] 
overall load factor and the 
load factor were also down mar 
68.6% and 72.9% respectively. 
— V.G. KL 


Kubota slows dowr 


Kubota. a leading Japanese n 
turer of farm equipment and ire 
machinery, has reported an 8. 
cline in its consolidated net p 
¥ 13.62 billion (US$57 million) img 
nancial year ended Apr. 15. Sal 
3.6% to ¥601.28 billion, howeve 
exports expanding strongly by M 
Turnover in industrial machinerw 
down by 5.2%; farm and ind 
equipment advanced by 7.495 
building materials and housing cli 
7.7%. No dividend announcemer 
made. — KAZUMI MIYA% 
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In Tokyo;the Nikkei-Dow Jones Average ended 
was breached for the first time — on a variety of 
elped the market register a gain, while in Seoul, 
ife into the market by buying more than 2 million 


of the résumption of Sino-British talks over its 


and Pan Malaysia Gement Works. A total of 65.55 
million shares. cha nds during the five-day 


period, or a daily average of 13.11 million. 
HONGKONG: Despite losing some ground, the 


Hang Seng Index still managed to remain above the 
1,000-point level; «losing the period at 1,008.45, 
down 2.7%. Average daily turnover was HK$248 
million (US$34.8 million). The trading pattern was 
one of consolidation after the sharp gains in the pre- 
vious period. Or the final day the index lost more 
than 20 points in-nervousness ahead of the Sino- 
British talks on Hongkong's political future which 
resumed in Peking on July 12. 











































MANILA: Brisk activity in banking and finance, the 
sector thought to have made a killing from the recent 
peso devaluation, swelled value turnover to P36.2 
million (US$3.3 million) on volume of only 252.3 mil- 
lion shares. Other sectors were sluggish despite price 
cuts ranging from half a centavo for both lower- 
priced Lepanto and Philex. to 25 centavos for Atlas 
A and a full peso for Atlas B. Marinduque, where a 
top-management shake-up was said to be in the 
works, slipped by 4 centavos. 


— 
AUSTRALIA: The continued strength of the oil 


and gas Sector underpinned the continued rise of the 
Australian All-Ordinaries Index which closed at 
615.7 points, up 7.6 points from the previous period. 
There was solid demand for a number of blue-chip 
stocks, but most attentiop was concentrated on the 
oil and gas sector, where further rises are expected. 
Investors are attracted py the rapidly rising profits of 
the groups participating'in the Cooper Basin liquids 
scheme, which is in startup phase. Also, promising 
oil flows from recent drilling in the Bass Strait at- 
tracted attention to listed participants. With these 
favourable developments, and following indications 
that the economy has bottomed, the Australian mar- 
ket rose without the-usual influence from Wall Street 
which ended weak in the same period. But whether 
this trend will continue-for long is open to doubt. 


NEW ZEALAND: A iate rally changed the quiet 


and weak tone of the market as investors responded 
to the continued drop in interest rates and the spread- 
ing perception that the budget is unlikely to contain 
any negative features for the market. Sentiment was 
~helped by a further drop in the inflation rate, down to 
8.3% for the year to June. Turnover was relatively 
low, however. The oil sector remained quiet, with no 
immediate hews expected from current drilling. 


BANGKOK: share prices firmed on a broad front 
in reaction to the government's confirmation that 
securities act amendments would soon be sent to par- 
liament for approval. Reports that local interest rates 
would ease also helped. Cements were the pacemak- 
ers and second-line industrials and finances followed 
the advance. Average daily turnover was Baht 47.2 
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AUSTRALIA 


Aust. All-Ordinaries Index 
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NEW ZEALAND 


NZUC Index 
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SINGAPORE 
Fraser's Industrial Index 
July 5 5,886.16 
July 6 5,817.61 
July 7 5.776 60 
July 8 5,711.66 
July 11 5.733.76 
Change on week -201* 
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acan — or Punchbowl Village, as it 
was nicknamed by Anaerican infan- 
trymen during the Koreain War — is a 
village unlike any other in South Korea. 
It lies just below the Demi litarised Zone 
(DMZ), a 2.5-mile-wide strip of land, 
mostly depopulated but. heavily for- 
tified, extending 155 mi les across the 
waist of the Korean P eninsula. And 
though the fighting has b een over for 30 
years this month, memo ries: of the war 
still abound in Punchbov vl. 

Surrounded by a ring of peaks soaring 
to 3,000 ft and higher : above sea-level, 
the village and its 2,233 people nestle in 
the middle of a huge basin taking the 
shape of a punchbowl. 

In the early stages oof the war, North 
Korean tanks sped sou th along the road 
through Punchbowl to spearhead the in- 
vasion of the South , On Kachilbong 


LL | 


peak, rising to 4,000 ft and commanding 
a magnifice nt view for miles around, at 
least 11,00€ ) North Korean and Chinese 
troops died defending themselves 


major bat th: which erupted in August 
1951. An d 'iowards the end of the war, 
United ^ 4a!üons. and communist troops 
fought fi erce hand-to-hand skirmishes as 
each si de struggled to secure more 
strategi c h'ills before the armistice agree- 
ment v sas finally signed. 

Eve' n tciday, though the gunfire stop- 
ped o n Juily 27, 1953, Punchbowl is the 
battle :groi and in a propaganda war. The 
villa ze is just eight miles south of the 
milit;ary demarcation line along which 
sold jiers f rom the North and South glare 
at € zach ther, armed to the teeth. And 
from be:yond the hills to the north, 
lo' udspe: ikers daily blare the virtues and 





against five separate offensives in a | 


superhuman prowess of North Korean 
President Kim Il Sung. 

The villagers can also hear messages 
broadcast from South Korea, telling the 
northerners of the free and happy lives 
lived below the DMZ. The war even ex- 
tends to TV. Once in a while, the soap 
operas and pop songs of the South Ko- 
rean TV channels suddenlv black out 
and are replaced by heavy propaganda 
programmes beamed from Pyongyang. 
These are by no means popular among 
the villagers but, just to be on the safe 
side, the South Korean Government has 
installed jamming machinery to block 
the broadcasts. 

For the government wants no hint of 
North Korean infiltration in Punchbowl. 
This is a strategic village, intended to be 
a model and a showpiece of life in the 
South. Two sponsored influxes of 
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South Korean. soldiers watch over Punchbowl: a village unlike any other. 





people. in 1956 and 1972, have restored 
the area to its pre-war vitality. More- 
over, it is a much more beautiful place 
than it was before. 


niodd by a thick green forest, with 
clean air (not a factory within miles) 
and rushing streams full of huge fish, 
Punchbowl Village has turned into an 
ecological haven. Sometimes, wild boars 
run out of the forest, providing an excit- 
ing hunt for the villagers. All this is a far 
cry from the densely populated, smoggy 
concrete jungle in most of South Korea. 
The village is sprawled over a pasture- 
like wide-open space of 3,120 acres, of 
which only 364 acres are farmed and 
used. 

Only 23% of the village land is owned 
and legally registered, with the rest un- 
claimed by those who fled from it during 
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the war. Each farming household owns 
about an acre of land, double the aver- 
age of those in neighbouring areas. Each 
household (usually consisting of five 
members) earns about US$4,250 a year, 
also slightly more than their nearby 
neighbours. 

"People here work hard and are 
strongly motivated to development be- 
cause 9095 of them are outside immig- 
rants," said Chang Ki Chol, a short, wiry 
man with bronzed features who is the vil- 
lage head. “We want to make this place a 
model village for national security as 
well as welfare." 

He is full of ideas and plans of turning 
Punchbowl into an “idyllic park-like 
town” carpeted with green- 
ery and strewn with beauti- 
ful war monuments. Turn- 
ing the pages of a thick book 
neatly outlining his village's 
three-year plan starting 
from this year, he explains 
that his chief concern is to 
improve on what the com- 
munity already has — two 
schools, a pharmacy, a post 
office, a community bath- 
house, 15 vehicles and 1,500 
head of cattle. Added to this 
will be a nine-acre ginseng 
farm, 1,100 head of cattle, 
an artificial breeding farm 
and 27 items of mechanised 
farming equipment such as 
tractors, rice-stalk binders 
and seedling transplanters. 
There will also be new roads 
and bridges, a new market- 
place and a hospital, sche- 


duled to be built next 
year. 
And, appropriately in 


this strategic village, sol- 
diers from the nearby White 
Tiger army division will provide consi- 
derable help. Here, as in other rural 
areas, the South Korean army, 650,000- 
strong and employing sophisticated mili- 
tary management skills, is an agent for 
economic and social change. In the past, 
the White Tigers have helped the villa- 
gers of Punchbowl with their planting 
and harvesting. They are also going to 
pave the village roads, help put up public 
buildings and erect more war memorials. 
When the plan is completed the village 
should attract some 1,500 new immig- 
rants, every one of whom will be sub- 
jected to a stringent security clearance. 
Anybody with relatives still in the North, 
or those who count “communist col- 
laborators" among their distant families 
will not be admitted. Punchbowl is just 
too important to risk any breach of sec- 
urity. — SHIM JAE HOON 
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Product support is critical when determining 
lifetime capital equipment cost. 

That's why Caterpillar and your Cat Dealer 
invest heavily in product support. You benefit by 
getting long life and low operating cost from Cat 
products. That's value you can measure. 

No manufacturer in the industry equals the 
parts and service support you get from Caterpillar 
and its Dealers. Throughout Asia, Caterpillar 
Dealer product support is the standard for 
comparison. Factory qualified specialists offer 
a wide range of service and maintenance options 
suiting your individual needs ... ranging from 
training your staff to maintain Cat products at 
peak efficiency to lowering your machine overhaul 
costs by maximum reuse of parts meeting stringent 
Cat quality standards. And, solid Cat product 
design allows your Cat Dealer to rebuild many 
parts at a fraction of new, replacement part 


costs ... again saving you unnecessary expense. 
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Caterpillar, Cat and [B] are Trademarks of Caterp&ar Tractor Co 


Electronic diagnostic testing of machine functions 


All Cat Dealers maintain their own large parts 
inventory. They're also directly linked to the 
region's largest heavy equipment and engine parts 
warehouse ... the Caterpillar Singapore Parts 
Distribution Department ... as added assurance 
that the part you need is available when and 
where you need it. 

When you evaluate machine and engine 
purchases, remember, Caterpillar and your 
Caterpillar Dealer hold the key to lower costs 
through a product | 
support program 
which sets the 
industry standard ... 


The 
Standard 
of Value 





Unmatched regional parts support. 


Here it is: the heavy duty electronic 
typewriter that costs no more than 
plain electrics. The Canon AP350 is 
ready to become your new office 
standard. 


We built in all the most advanced 
productivity features to make your 
typist's life easier. Mistakes are 
corrected on an LCD screen before 
they reach the paper. And one-key 
functions like automatic centering 
and carriage return eliminate the 
figuring and the guesswork. A pro- 
tected expandable memory stores 
documents you want to revise later, 
SO you won't have to type them all 
Over again. 





Canor 


the best reason to replace 


But unlike a lot of powerful office 
machines, the AP350 is quite familie 
and easy to use. Anyone who can 
use standard electric will soon be 
able to master it. Even secretaries 
who are atraid of buttons and 
Switches. 











CANON INC. TOKYO, JAPAN For turther information, please contact Hong Kong Jardine Marketing Services Ltd. PO Box 30748 Tei 





57909011 Indonesia P.T. SAMAFITRO Jakarta Tel 35662! 





YMroouces | 
/our electric typewriter. 


inon also made certain that the 
350 would last a long time. We 
nplified the mechanism so you can 
pect seven trouble-free years of 
avy-duty use and we also provided 
optional computer interface so 

u can even use your typewriter as 

etter-quality printer with other 

ice equipment. 


The only thing we didn't build in to 
the AP350 is a high price. In fact, for 
about the same price as a good 
electric typewriter, you can get a 
Canon that does much much more. 
So if you've been thinking about 
switching to electronic typewriters, 
Canon just introduced the machine 
you ve been waiting for 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 


for their products. 

Yet, for 20 years, the CHINA 

TRADE REPORT has helped China 

Traders eliminate most of the guess- 

work in doing business with this 
e enigmatic country; and helped boost 

their profit opportunities. 


Elegant and stately, the Goodwood Park stands in a This authoritative journal comes 
class of its own. packed with information and statis- 
The guest list has included royalty and heads of state. tics on China — every month. It 


à é : indexes dates, significant develop- 
Little wonder when you consider few hotels in ments and contracts; supplies trade 
















sorte? LADYHILL * HOTEL MALAYSIA. 


Reservations Worldwide: KUM (©) Golden Tulip Hotels. Steigenberger Reservation Service 
Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel Booking Service. 
Jakarta: Sahid Jaya Sales Office. Kuala Lumpur. Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 


Annual subscription rates 
HK$1,750 M/S$540 US$250 £155 A$285 


Sent airmail anywhere in the world. 


Singapore today have old world charm and splendour. indicators and up-to-date assessments 
Whether it’s the Brunei Suite in the tower with its of China’s fluid trade relations. 
private lift, or the deluxe suites, luxury predominates. An annual subscription to the 
All the other rooms in the Goodwood are just as CHINA TRADE REPORT is an 
tastefully decorated and spacious. investment that may well pay better 
The Goodwood has ten restaurants (offering business dividends for your business 
Continental to Japanese cuisine) and cocktail lounges, in China. 
two pools to splash in and six hectares of gardens to A confidential monthly newsletter. 
wander through. All this in the heart of the city. uacmelve to mmeerers. _ 4 
Sounds exactly right for you. ı ORDER YOUR SUBSCRIP-  , 
TION (12 ISSUES) NOW! 
1 The CHINA TRADE REPORT is i 
1 compiled and edited by the Far Eastern 1 
1 Economic Review, Asia's most widely- i 
t read business news magazine. Si 
i Post this coupon today! d 
, Circulation Manager, 5 i 
' Far Eastern Economic Review, Ltd., NI 
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An important word from IBM 


You may think IBM makes only big computers. The range 
of products pictured here should change your mind. 

But more important. it’s likely that one of them is a perfec 
fit for you and the work you have to do. 

IBM's small computers bring problem-solving power to the 
people who need it most. Small businesses  . 
can use them to prosper today and plan 4 
for tomorrow. Large companies can Ho 
use them to help a key person | 
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Small. 


or department become more productive. Professional people 
can use them to make the most of their own special skills. 

IBM small computers are easy to use and their price tags 
make them easy to buy. Best of all, even our smallest computers 
vive you our biggest benefits: IBM experience and reliability. 

So, when you begin sizing up small computers, think 
of IBM. Obviously, we ve thought a lot about you. 
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LETTERS TO THE EDITOR 





The struggle for power 
| p — The current politi- 
cal purge in Burma 
is a striking exam- 
ple of how wide- 
spread corruption 
and abuse of power 
have been over the 
past 21 years. In 
fact, corruption in 
Burma is not a new 

| phenomenon at all; 
it happened often during British colonial 
rule and in the early post-independence 
era (1948-62). But since Ne Win seized 
power in March 1962 it has gained 
momentum, reaching all levels of military, 
party and government administration. 
The cases of Tin Oo and Bo Ni are merely 
the tip of the iceberg. 

But the episode is more than a corrup- 
tion scandal; it is one of many cases of 
power abuse in the military, party and 
government circles. The fact that Tin Oo 
tried to defend his former deputy clearly 
indicates how various groupings under Ne 
Win are abusing their power and thus de- 
fending their power-bases at all costs with 
no regard to law and justice. 

The episode also reveals that Tin Oo 
and Bo Ni were losers in the continuing 
struggle to succeed Ne Win once he is 

















gone. Over the years there have been per- 
sistent reports that the military and party 
leadership under Ne Win is split into two 
or more power-hungry groups ready to 
fight against one another upon his death. 
Now that Tin Oo, who had built his own 
power-base outside the military hierar- 
chy, has departed from the scene, the re- 
maining contenders will only intensify 
their bids for power. 
Uppsala, Sweden 


Credit where it's due 


Your treatment of 

y Yo Japan's aid pro- 
— | gramme [FOCUS, 
REVIEW, June 16] 
seemed to me some- 
what unfair and mis- 
leading. For while 
Japan's Official 
Development Assist- 
ance is noticeably 
weak in a number of 
areas such as its grant/loan ratio and rela- 
tive meagre expenditures compared with 
gross national product, Japan's absolute 
volume (roughly US$3.2 billion in 1982) 
represents the fastest increasing aid pro- 
gramme of all Development Assistance 
Committee (DAC) members. Largely as a 
result of two successive doubling plans, if 
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Japan were to meet its latest aid doubling 
target by 1985 it would most likely be the 
second largest global donor. And if pre- 
sent funding levels for aid in the United 
States remain constant, Japan would have 
a good chance of overtaking the US. Sec- 
ondly, concomitant with Tokyo's aid-ex- 
pansion efforts, has been the aid untying 
programme. Japan's aid programme is in 
principle among the most untied of all aid 
donors. 

Thirdly, you refer to the objective of 
1% of GNP earmarked for aid as “un- 
generous." While it is true that Japan is 
nowhere near this figure, with the excep- 
tion of the Netherlands, no DAC member 
has attained this goal. Japan ranked 11th 
in this category in 1982 while the US was 
placed 16th, just ahead of Italy. Although 
Japan continues to extend roughly 70% of 
its aid to Asian countries, it has made 
major aid commitments in recent years to 
African, South American and Middle 
Eastern countries which were suffering 
from some form of deprivation or were 
important to Western security interests. 

Finally, you suggest that the US might 
possibly allow Japan to substitute some 
defence spending for a much greater aid 
role. It is absolutely inconceivable that 
Washington would reverse its position on 
this issue. While the US welcomes Japan's 
expanding aid programme, Washington 
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of lon nuclear hostilities beween: the 
United States and the Soviet Union, 
Outside East Asia, is "questionable." 
While it may be questionable it is not 
unlikely — especially if combat can be 
confined to areas outside Europe. It then 
follows that if general war has been 
avoided. at least for the interim, a Soviet. 
ear strike on Japan would be no more 
y than elsewhere. Not least because of 
l effectively dual (US forces/Self-De- 
dà se Forces) status of some of the “un- 
— iquely vulnerable" bases you mention. Is 
it derelict to plan for defence emergencies | 
short of total war? 

Your development of strategic options 
(plans A and B) in relation to the Japanese 
Constitution's proscription of collective. 
security and the US-Japan mutual assist- 
cance treaty is useful. It demonstrates that 
. policy extremes of neutralism and co-bel- 

por in a cUm UE bulbi cs 
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| exist. supp daek on | US HAE doom 


would constitute an attack on Japan itself. i 1sist 


This would actuate Japanese “self. a: ; 
fence" in the form of carefully measured 


support to the efforts of combined US- 


South Korean arms to quarantine the ag. 


 gression. 


Taegu, South Korea ps vin JONES 


The right i image 


With reference to The wrong image? [Intel-- 


ligence, REVIEW, July 14] Hongkong's In- 
dependent Commission Against Corrup- 
tion (ICAC) is and always has been con- 
- cerned with the confidence in which it is 


held by the public. If it failed in its respon- 


sibilities, it would quickly lose the trust of 
the broad mass of the people in Hong- 
kong. There is no indication at all that this 
confidence is waning. 

. Your source has provided you Serials 


with- wrong if not mischievous informa- i 





tion. 





question. of the ICAC not investigating, in 
accordance with the law  particülar classes 


Top Multi- national | 


1 as ure your. readers that there is no 


(Ref. 2882) 
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SURG tax. Ee the over i 
m Dudes residents. have not 


ust to go out Dor ne Pieria 


and go into town or even just to 


. Now there are virtually no: 
ceptions and travellers are trap 
departure lounge unless they are pre 

to pay the airport departure tax. 


their waiting time in Hongkong. 
be done by taking through-aircraft 
ot: flying | C athay Pacific.” {Cate , 






passengers who had been isst 
boarding passes did not have. te 
departure tax to pass throughi 


airline lounge and escape the 
conditions in the departure cc 


The consequences are unfortu 
Frequent travellers will attempt t 







This position, with a world leader in the manufacture and _ 
marketing of high volume consumer products, offers a unique. 
opportunity for an ambitious accounting or financial person, 
who is already highly- placed, büt is eager to seek the greater 
variety and challenge of a regional position in which the - 
geographical spread of responsibility extends over countries 
around the Pacific basin. The position has come about because 
of the company’s long-range commitment to éxpansion in 
this regim, 77 0— 
The Regional Financial Director’ will. oversee, control and . 

up-grade accounting and financial activities in all operating ` 
units within each country. Additionally, expansion plans in the 
region would require his involvement over a much larger scope 
of responsibilities, which would include the assessment of new 
manufacturing and marketing ventures, investigation of 
diversification opportunities, negotiating with official 
authorities, improving financial links, evaluating capital. 
expenditure, etc. 

This is a position for a national of the United 
Kingdom, the U.S.A. or Australis, who has 











. recognised. accounting qualifications and has about 3 to 5 years? 


experience in manufacturing operations and a record which 


transfer to general management, 
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experience in Asia. Aged around 35 years, he must have 


demonstrates involvement with, and understanding of, a wide 
spectrum of management. fünctions. He must have acquired. 
a sensitivity to operating in the Asian environment whilst 
conforming to demanding MNC standards and have the 
capacity to work effectively with a dynamic team. 

Though this is a top-level position, it is envisaged that 
there could be further opportunities for job enhancement or 


If you wish to have initial exploratory discussione « 
about this position, please telephone Kuala Lumpur | 
426531, on a totally confidential basis. 

SECURITY: No information will be given to our client 

unless authorised by you at a personal meeting. Applicants 
must quote reference number, state age, 
_ qualifications, experience, current earnings, contact 
** phone number and enclose a passport -size photograph 
(non-returnable). 
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+P ilippine | prote S6 
| Your article on alleged favo itism in the | 
Philippines [REview, June.30] once again | 
betrays your. magazine’s jaundiced out- | 
look on the-Philippines which has been - 
characterised’ consistently by distortions 
| and sometimes by Sument fabrications. 
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hour pore or 

people just passing through the colony as 

is the practice in Singapore and Narita. 
= _ HOWARD CUMMER 










| — view the Aut handover of tont 
kong to communist China. I suggest 


Hongkong. Should declare. its S UE 





E ASIN slants ‘that the greatest | 

||. contribution that we Buddhists have made 

| in relation to other religions is our non-in- 
terference with other religious pract 

|| There has never been any evide: 

DUE Buddhists. have interfered with or « 






any damage to any other religions’ ine any 
partof the world. =- 
In the Roman Catholic. Bulletin, 









we respect and honour 
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decisions, and ‘making sweeping penis 





| sions, the article mutes the following: 


fa) 





3 Manila 


brief article Th 


id. teachers of other reli- |. 
t AIL religious. teachers have dedi- | 
cated their lives to human welfare. How- 

| ever, people have done evil things: and 
F -have even killed in the name of religion. It 
| is the pride of the Buddhists that not a 
single drop of blood has been shed i in the 
name of Buddhis sm. 


. Bangkok." JUTHIKA RANI BARUA | 














e e himself b citing it as an exam- | 
ple of alleged cronyism. 
» The letter of instructions concerning 
TVs is intended for the benefit of our low- | 
income citizens y those in the 
rural areas — by making available low- 
priced black-and-white sets. Your bland 
but erroneous conclusion that these sets 
are flooding the market in Makati and 
other places in Metro-Manila ignored the 
fact that the most marketable items in the 
metropolitan area are colour TVs since all 
the Manila TV stations are in colour. 









> The reference to a recent decree con- 
‘cerning th 


coconut IU des con- 





| npl "mentation. of piles 
which are of vital national interest. Other 
projects of a similar nature have been gov- 
erned by decrees and, in this instance, the 
ultimate beneficiaries are millions of small 
coconut farmers. ^. 


| GREGORIO S. CENDANA 
Minister of Information 


| ° The REVIEW. stands byi its story. 





Marxism and monarchy 


David Jenkins’ articles on the role of 
Malaysia's sultans [REVIEW, June 30] 


i have provided us with some insight into a 
l| j much neglected topici 

|. March 1969, Cardinal Paolo Marella said | today. 
“Buddhism is based on four truths: sor- 
few. the ud sorrow, Hie: destruction | 





icin Malaysian studies 
y. Hence, his contributions must be 
welcomed: However, Tam particularly in- 
terested in the concluding paragraph of his 

' tunkus as captains of in- 
dustry. He quoted a source which said 








that Marxist scholars have a very difficult 





to explain why feudalism 


| persis sin capitalist Malaysia. It isobvious 


to.me that the source is facing the diffi- 
culty — not the Marxist scholars. The lat- 
ter have pointed out repeatedly that it is 
not uncommon for primordial, pre- 
capitalist institutions (for example, the 
moharchy) to persist in capitalist states, 


| such as Britain, Saudi Arabia and Japan, 
. whi 





le not necessarily performing the same 
functions as before. In other words, what 
remains is not feadalism itself but some of 
its trappings, which history has proven 
time and again to be crucial ideological 


.| prerequisites for capitalist expansion, as 
- in colonial and post-colonial Malaya, for 


example. = 
But what.is more. significant about the 





comment quoted by Jenkins is that it re- 
minds me of a similar comment made not 


sO long ago by a prominent Malaysian his- 
ory professor.“He is well known for his 
Marx-phobia and once said that the origi- 
nal Das Kapital was in Russian. But he 





‘has since corrected his position after being 
| advised by his younger and more en- 
Meta sean i am dod Jenkins' 








methods of the 


guests" 
said it vividi 
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THE WORLD BANK 


offers challenging fixed-term EE 
or career opportunities at ils _ 


headquarters in. Washington, 
D.C. for education economists 
to participate in the formula- 
tion, appraisal and su pervision 
of a wide range of projects in 
the Educatior 
oping countries. Ap 





. cipated vacancies. 


Requirements: 

© a relevant University. degree, 
preferably at postgraduate 
-level 

-+ substantial practical expe- 
tience, ideally in manpower 
economics and/or educa- 
tion finance 

e asound understanding ofthe 
implications of education on 
employment and human re- 
source development 
* good analytical ability and a 
knowledge of statistical and 
evaluation techniques 

* good command of English. 
Knowledge of French or 
Spanish would be an asset. 


Salaries are competitive and 
are determined on the basis of 
qualifications and experience. 


You will be working in Washing- 
ton, D.C. in an international 
and highly professional envi- 
ronment. The position requires 
frequent international travel. 

Please send detailed resume 


in di unb uoting reference 
No: 3-1-UKG0206 to: 


The World Bank _ 
Y Planning Division RÀ 


VL JA 1818 H Street, NW. 
AP Washington, D 
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REPUBLIC OF SINGAPORE 


- The HDB is one of the largest Statutory Boards in Singapore. Bs” 
authority in public housing, its current year development entails the r 
.. . ment of S$3036 million capital anch and Si lod of e 
“annually. 











| We are expanding rapidly and to patih future Geena and PEA | 
has to enhance its uderstandige of social life in housing estates thro j 
research activities. il 











Applications are invited from paren qua lified persons with a Social | Scie 
background to fill the posts of Research Officers. : ! 


Responsibilities 
The successful applicants will be engaged in conceptualization and execution o 
research projects. Researchers are also expected to give professional advice t 
management and to liaise with experts in other. research and academic insti 
tions. 


Qualification and Experience T dr vr 
The successful candidates should preferably have aPhDinthe Soci Sci 
They must have substantial experience and strong research background and th 
versatility and ability to conduct independent research. We. are looking fo 
persons who are committed to a long term career with the Board. | 
























Annual Remuneration 
The selected candidates wil be appointed in one of the following salary scale 
depending on qualifications and relevant working experience: 










Grade Gross Annual Salary eripe... 
Executive. een 960 — 8$55,700 
Senior — e s uai 
















Principat: 


Fringe Benefits sre rU a ; 
Other fringe benefits include low interest housing : and. car loans; medi- 
cal and dental benefits; 21 days vacation leave per annum; holiday facilities; wage. 
increase as recommended by the NWC; employers contribution of 22% of thes. 
“monthly salary to the Central Provident Fund of the employee. ; 










Those who are interested please send a resume, photograph and telephone. 
contact number to: — 

The Secretary 
Housing & Development Board 
National Development Building 
Maxwell Road — 
Singapore 0106 
"e of Sagaris 
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Business turns to Tokai Bank for direction. 
And they get it. 


Business looks to Tokai Bank for more than just a place to 
safely keep money. 

They seek cut the wisdom Tokai's over 100 years of 
experience brings to light. 

They turn to the global perspective and up-to-the-minute 
analyses provided by Tokai's worldwide network. 

And they look to the strength and leadership that has made 
Tokai one of the largest banks in the world. 

In short, they think of Tokai Bank as a concerned 
international business partner, with answers that make sound 


v 


financial sense. 
Tokai Bank —a solid bank with a solid direction. TOKAI BANK 





Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya Japan Tel 052-211-1111 International Banking Group: 6-1, Otemach: 2-chome Chiyoda-ku. Tokyo, Japan Tel 
03-242-2111 Overseas Network: (Branches & Agency) New York. Los Angeles, Chicago, London. Frankfurt, Singapore & Hong Kong. (Representative Offices) Toronto 
Houston, Mexico City, São Paulo, Paris, Zurich, Tehran, Bangkok Kuala Lumpur, Manila, Jakarta. Beijing, Seoul & Sydney: (Subsidiaries) Tokai Bank of California. Tokai Bank 
Nederland N.V., Tokai Asia Limited; (Affiliates & Associates) London, Bangkok, Hong Kong & Sydney 
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From tiny beginnings towards the end of World 
War ll, when it was co-founded by Chin Sophon- 
nich, Bangkok Bank has grown to become 
o. 1 in Southeast Asia. Now changes are in 
store as the bank seeks to maintain its momen- 
tum in a more competitive environment. Amon 
the key elements are the gradual withdrawa 
from the scene of Chin and the transfer of power 
to his son Chatri, on one hand, and on the other 
to a recent arrival, former technocrat Amnuay 
Viravan — who is being groomed for a top 


position. 


Bangkok 


correspondent  Paisal 


Sricharatchanya reports on the bank's rise, its diversification and fu- 
ture prospects and its important political connections. Pages 52-58. 


Cover: C. T. Liang 


Page 14 

China's calm acceptance of a big 
American arms sale to Taiwan is 
taken as a sign of improved Pe- 
king-Washington relations. 


Page 16 

The Palestine Liberation Organi- 
sation's drive to win friends in 
Asean gets a mixed reaction. 


Pages 17-18 

The Chinese media play down the 
marked differences between the 
thoughts of Deng Xiaoping and 
those of Mao Zedong. 


26 
Indian Prime Minister Indira Gan- 
dhi keeps the opposition guess- 
ing over her election plans. 
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Sino-US Relations: Turning the 

other cheek 

A fusion of ideas —__- ig 
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Page 30 

The ill-defined border between 
Thailand and Cambodia can be an 
advantage to both nations. 


Page 32 

Sino-South Korean relations are 
still in the doldrums despite an 
apparent easing of tension. 


Page 38 

Peking battles to upgrade its 
naval capability without breaking 
the budget. 


i? 


Business Affairs 


Economic policies: The Canton 
connection 
Finance: Japan's benevolent 
spendthrifts 
Cover story: A matter of might 
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Room at the top for Amnuay — if 
he plays his cards right 
Still the market's leader, if not 
quite its darling 
Chatri's angels and the bank's 
politics of power 
The trade financiers muscle in on 
merchant banking 
Economies: India — not according 
to plan 
Projects: Out of the wood in 
Papua New Guinea? 
Commodities: Bangladesh's 
looming revival 
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Page 48 

China plans a massive economic 

zone or a third of its popu- 

lation — and eventually incor- [ 
porating Hongkong and Macau. 


Page 49 

Over-generous local govern- 
ments are a big drain on Japan’s ve 
public finances. | 


Page 60 
At a late stage, India has doubts 
about its five-year plan. 


Page 70 

Indonesia thinks of ways to re- 
vitalise its flagging stockmarket 
— while Taiwan opens its market 
to foreigners. 


Page 72 i 
A familiar air of mystery hangs ig 
over the latest deal involving ' 
Hongkong's Carrian group. i 


Page 72 

A Hongkong industrial company 
is to go public — the first to do so 
in two years. 


Trouble continues to pile up for 
Singapore's Overseas Union Fin- 
ance. 
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~ Burma's ousted home and re- 
—  ligious affairs minister, Bo Ni, 
— has gone on trial with his wife 
— and son for the alleged misap- 
- propriation of public funds and 
- violations of import and 
Bean currency regulations. 
—— Bo Ni, who was dismissed in 
| p — June as part of a purge of asso- 
"lates of fallen leader Brig.- 
— Gen. Tin Oo (Review, June 
a | 2) is accused of misusing an 
hg cified sum from the 
US 25,000 he drew from the 
| Home Ministry for an official 
trip to London. 
if — Bo Ni and his 21-year-old 
— son are jointly accused of illeg- 
E ally importing an electric organ 
- which police seized from the 
son's home in June. Finally. Bo 
E and his wife are alleged to 
have misused a sum of sterling 
- issued to her for medical and 
4 E expenses while in Lon- 
- . doni in January. — —M.C. TUN 


_A state assembly by-election 
on July 16 in the Malaysian 
‘State of Sabah was won by 
> Datuk Clarence Mansul of the 
= Berjaya Party. Mansul, the 
- former deputy minister for 
» energy,  telecommunications 
r . and post, contested the seat va- 
cated by Datuk James Ongkili, 
y 3 who is now a minister in the 
E q Prime Minister's Department. 
"d Mansul is expected to be 
— groomed to become a deputy 
? y chief minister of Sabah. In the 
- by-election he beat the opposi- 
E ein Pasok party candidate, 
Ignatius Malanjun, by 1,346 
ng votes. — K. DAS 
. Thai no-confidence 
d vote is overruled 
~The Thai Government has 
fended off a no-confidence mo- 
tion against controversial 
Communications Minister 
- Samak Sundaravej, leader of 
—the Prachakorn Thai Party 
RY which makes up one of the four 
partner in the ruling coaliton. 
the way it went about it — 
— by employing provisions in the 
E constitution and in parliamen- 
© tary regulations to head off an 
— actual vote on the issue — 
came under heavy criticism 
both from the opposition Chart 
Thai Party T critics outside 
parliament. 
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Although there is little doubt 
the motion would have been 
defeated if put to the vote, ob- 
servers believe the outcome 
might have been embarrassing 
if it was determined that any 
MPs among the coalition par- 
ties had gone against Samak. 
— JOHN McBETH 
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Suresh Chandra Gupta, editor 
of the weekly Madhya Yug, 
was gunned down on July 14 at 
Baberu, a small town in Banda 
district, in India’s Uttar 
Pradesh state. Claims were 
made by Gupta before he died 
and by others that the shooting 
was masterminded by local 
police in retaliation for a story 
in his publication about the 
murder of a detainee in police 


custody. — SALAMAT ALI 
Indian Marxists warm 

up to Moscow 

The Communist Party of 


India-Marxist (CPI-M), which 
broke away from the Com- 
munist Party of India (CPI) in 
the late 1950s when the 
Chinese and Soviet parties split 
over ideological differences, 
appears to be establishing links 
with Moscow, The party's 
politburo, meeting. in early 
July, approved a visit to Mos- 
cow by politburo member Jyoti 
Basu, who is chief minister of 





West Bengal state. The invi- 
tation came from the Soviets. 


In April, the CPI-M an- 
nounced that it had established 
relations with the Chinese 
Communist Party. The CPI-M, 
which is strongest in the Ben- 
gali-speaking states of West 
Bengal and Tripura, and in 
Kerala, had remained indepen- 
dent of both Peking and Mos- 
cow in the past. 

— SALAMAT ALI 


BUSINESS 


Thailand cuts back a 
refinery expansion 
After a series of changes dic- 
tated largely by declining oil 
prices, Thai Oil Refinery Co. 
— one of three oil refineries in 
Thailand — has decided to 
postpone indefinitely the sec- 
ond part of a two-phase expan- 
sion scheme which would have 
nearly doubled its present ca- 
pacity to 120,000 barrels a day 
(b/d) by 1990. A board decision 
on July 14 effectively froze that 
part of the original project 
which calls for a 65,000 b/d 
crude-distillation unit and tank- 
age, which was estimated to 
cost about US$340 million. 
The company will go ahead 
with the first phase of the plan- 
ned expansion, involving the 
installation of a high-vacuum 
unit, a hydrocracker and ancil- 
lary plant at the present 65,000 
b/d Si Racha refinery, esti- 
mated to cost about US$525 
million. 
— PAISAL SRICHARATCHANYA 


Hongkong's MTRC issues 
discounted bills 
Hongkong's Mass Transit Rail- 
way Corp. (MTRC) an- 
nounced it would raise HK$600 
million (US$83.5 million) 
through an issue of discounted 
bills of exchange to a small 
group of underwriters. The 
bills, with a maturity of 90 
days, will be offered on the sec- 
ondary market by means of 
competitive tender, and bid 
and offer prices will be quoted 
in the resulting market in 
MTRC bills. This is the first 
time such an instrument has 
been used in Hongkong. 

— CHRISTOPHER WOOD 


US senators urge Japan 
to lift beef quotas 

A majority of the United States 
Senate — 52 senators, includ- 
ing presidential candidates — 
has signed a letter to Japanese 
Prime Minister Yasuhiro 
Nakasone urging him to lift 
quotas on US beef imports. 
The letter, written by Sen. Max 
Baucus of the cattle state of 
Montana, argued that the cur- 
rent quotas allow the US to ex- 
port only 10 oz. of beef per con- 
sumer a year. 

Baucus wrote: “All we want 
is a chance to develop a new 
market for the high-quality 
beef that has been a substantial 





part of the Japanese diet... we 
do not want to destroy Japan- 
ese agriculture." Japan cur- 
rently takes 60% of all US beef 
exports. The quotas are due to 
expire next vear and the ad- 
ministration of President 
Ronald Reagan wants Japan to 
agree to a timetable to phase 
them out entirely. 

- ROBERT MANNING 


Tax probe may solve 
Myongsong mystery 

One of South Korea's most 
mysterious business groups, 
the Myongsong Corp., has 
come under intensive probing 
by the Office of National Tax 
Administration. Owned. by 
Kim Chol Ho, à businessman 
little known to the public until 
1980, Myongsong specialises in 
building condominium chains 
and golf courses, emerging as a 
leisure-industry giant with as- 
sets totalling some Won 20 bil- 
lion (US$25.97 million) in just 
three years. 

Reports indicate that the in- 
vestigation centres on. the 
group's capital-income sour- 
ces, seemingly dispelling 
rumours of its connection to 
powerful people associated 
with President Chun Doo 
Hwan. Kim was made to pay a 
retroactive penalty tax of Won 
1.7 billion in 1982 for failing to 
report interest payments on 
Myongsong’s kerb (unofficial) 
money market loans. 

— SHIM JAE HOON 
Singapore agrees to 
financial futures 
The Gold Exchange of Singa- 
pore (GES) will start operating 
a financial-futures market by 
the second quarter of next 
year, said Ng Kok Song, chair- 
man of GES (Shroff, page 67). 
A letter of intent is to be signed 
soon between GES and the 
Chicago Mercantile Exchange 
(CME) to cooperate in de- 
veloping the market. 

The GES is planning a com- 
mon-bond clearing system 
whereby each clearing member 
will be jointly and severally li- 
able for the obligations of other 
clearing members of the ex- 
change. GES and CME are 
also devising a mutual-offset 
system which will permit clear- 
ing members of each exchange 
to deal the same positions on 
either exchange. The proposed 
linkage is subject to approval 
by United States Government 
agencies. — V.G, KULKARNI 
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One of the objectives of Indonesian 
Foreign Minister Mochtar 
Kusumaatmadja's current tour of 
Papua New Guinea, Fiji, the 
Solomon Islands, Western Samoa 
and New Zealand, is to secure 
support on the East Timor issue. 
Western Samoa abstained in the 
United Nations vote on the subject 
last year, while the other four 
supported Indonesia's integration 
of the former Portuguese colony. 
But two of them, the Solomon 
Islands and Fiji, did so only for the 
first time, largely as a result of 
lobbying in Jakarta's favour by the 
Australians. It seems likely that the 
Labor government in Canberra will 
not reverse its position at the UN, 
as some in Indonesia have feared, 
and that even if it did and come out 
against Indonesia, the South Pacific 
countries would hesitate to follow 
suit. But Jakarta wants their support 
to be as certain as possible. 


THE SHIFTING SHANS 


The surrender to Burmese 
authorities of rebel leader Sao Hso 
Lane, former president of the 
political wing of the Shan State 
Army (SSA), and the emergence of 
Left-leaning Sao Hso Noom as his 
successor seems likely to trigger 
further political upheavals in 
Burma's rebellious Shan states. It is 
still uncertain whether Sao Hso 
Noom will advocate closer links with 
the Burmese Communist Party or 


EB THE WEEK 


AUSTRALIA 

About 300 people held a rally in Brisbane 
to protest against a visit by the United States 
missile-carrying cruiser Texas (July 15). Spe- 
cial Minister of State Mick Young resigned 
over a Soviet spy scandal (July 18). 


BANGLADESH 

India and Bangladesh began talks in Dhaka 
in a bid to resolve their dispute over the 
Ganga waters (July 18). 


BURMA 

Brig.-Gen. Tin Oo is under house arrest, 
diplomats said. Veteran insurgent leader Sao 
Hso Lane surrendered, his former associates 
said (July 18). 


CHINA 

Guangdong provincial officials revealed 
plans for a massive economic zone covering 
the Pearl River delta and eventually including 
Hongkong and Macau (July 15). Vanuatu 
Prime Minister Walter Lini arrived on an offi- 
cial visit (July 16). Elder statesman Deng 
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instead seek direct arms supplies 
from China. But there are signs 
already that breakaway elements of 
the SSA may be considering joining 
a proposed alliance between the 
Shan United Army of opium 
warlord Khun Sa and the Shan 
United Revolutionary Army. The 
two latter groups have been bitter 
rivals in the drug trade, but they may 
now have decided that a marriage 
of convenience is in both their 
interests. 


BORDER RANGERS 


A statement by Thai army 
commander-in-chief Gen. Arthit 
Kamlang-ek on July 18, that 
members of the quasi-military 
Ranger force now participate in 
"national defence" in the Ist and 2nd 
Army regions, amounts to the first 
official confirmation that part of the 
force has been mobilised along the 
volatile Thai-Cambodian border. 
The Rangers, young local recruits 
who undergo crash courses in arms 
training, were founded in 1978 with 
the prime objective of relieving 


| SAVANT PORNNANTHARA ? 


Xiaoping appealed for talks on the reunifica- 
tion of Taiwan with the mainland, guarante- 
eing that the island would be able to keep its 
own armed forces, Xinhua newsagency said 
(July 18). The biggest flood tide recorded on 
the Yangtze has hit Nanjing, the capital of 
Jiangsu province, it was reported. Ye Xuan- 
ping was elected mayor of Canton, Xinhua 
said (July 19). 


HONGKONG 

A joint statement issued in Peking said | 
Sino-British talks on the territory's future had 
been useful and constructive (July 13). Gov- 
ernor Sir Edward Youde returned from the 
Peking talks (July 14). 


INDIA 

Four policemen were killed in a raid by 
armed Sikhs on a Punjab police station (July 
14). Government staff in Andhra Pradesh 
state began an indefinite strike. A day-long 
general strike was called in Banda, Uttar 
Pradesh, to protest against the killing of a 
newspaper editor (July 16). 






- 

army regulars from internal counter- - (k 

insurgency operations. But it is 

known that some Ranger units have | 

been involved in intelligence- |. 
athering operations on Thailand’s f- 
order with Cambodia for some 

time. 


CAREERING AHEAD 
Phan Van Kai, an alternate member | 
of the Communist Party of 
Vietnam's central committee and an | 
economist trained at Moscow's 
Plekhanov Institute, is reported to 
have taken over from Mai Chi Tho 
as chairman of the Ho Chi Minh City 
people’s committee. Informed 
sources suggest that Tho will soon 
replace Nguyen Van Linh as party 
secretary for the city, arguably the — 
most important political post outside. 
Hanoi. 


ON THE AIR AGAIN 
After a chequered start, the Khmer — 
People's National Liberation Front, — 
one of the groups in the Democratic — 
Kampuchea coalition, has begun 
broadcasting messages of resistance 
to people inside Cambodia. The 
three-hour daily broadcasts are 
made from a transmitter donated by — 
Singapore. A similar transmitter was - 
set up earlier this year, but the 
engineers forgot to attach a lightning 
conductor to the transmission tower, | - 
and the equipment was destroyed in : 
a storm. The new installation, this 
time fitted with a conductor, went 
on the air on July 4. 
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JAPAN ee 
Pakistani President Zia ul-Haq arrived on | — 
an official visit (July 17). | 


PHILIPPINES JJ 
The Soviet Union is seeking closer ties with | — 
Manila “in various fields," the Foreign Minis- 
try announced (July 14). Forty people held in 
a military camp for alleged subversive ac- — 
tivities went on a hunger strike to press for 
prison reforms, a church-backed group said. 
At least 105 people died and thousands were 1 
made homeless when Typhoon Vera hit the | — 
country, it was reported (July 19). a he 


SOUTH KOREA tee 
Six hijackers of a Chinese airliner went on... | — 
trial (July 18). 


TAIWAN è 
Taipei intends to order four more sub- 2 
marines from the Netherlands, sources in , T 
Amsterdam said (July 14). The Pentagon an- = 
nounced one of its largest arms sales to |  — 
Taipei, worth US$530 million (July 15). Inv 
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Richard Nations mE 
shington: In a move which so far has 
drawn only a mild reaction from Peking, 
the administration of United States Presi- 
dent Ronald Reagan has offered Taipei 
J$$530 million worth of missiles, spare 
arts. and tank equipment, one of the 
arms packages assembled for 
an by anyi MS administration. 















$ s to “liberalise ane 
hina. (REVIEW, June 16). Pe- 


€ US, with Foreign Minister Wu 
eduled to visit Washington in 
and US Defence Secretary Cas- 











lowing month. 
a's initial reaction to the Penta- 


cement was limited to a brief report 
ina's official Xinhua newsagency 
that it “showed once again that the 
n administration wants to continue 
sales to Taiwan on a large scale." 

vever, Xinhua did not claim the US 
d. violated the Sino-American joint 
nique on Taiwan — signed in Au- 
ast year — and three days later à 

nese Foreign Ministry statement 













stoitsdiplomats. — 

lis was taken by observers here as a 
that Peking accepts the latest Taiwan 
offer as consistent | with 









‘an and not to sell Taipei arms which 
id upgrade its defence capability. 
US administration sources said Peking 
‘was informed of the arms offer through 
diplomatic channels well before the public 
announcement of the package which in- 
cludes: 
-33 M88-M1 tank- "recovery vehicles: 
J$$54 million. 

04. MIM72F Chaparral missiles plus 
tank-conversion kits to alter petrol- 




























d M48A3: US$291 million. 

0 SM1 Standard missiles and 100 
arrow missiles: US$105 million. ^» - 
are parts for previously purchased 
ircraft: US$80 million. 

‘he timing and contents of the offer 
ve been designed by the US State De- 
rtment to strike a compromise between 
mands on the US from. 


ed the cycle of high-level 


nberger expected to go to Peking 


July 15 Taiwan arms-sales an- 


as ington' s pledge last year to reduce | 
er time the level of its arms sales to - 


ered M48A 1 tanks to the diesel- ~pow- | 


| Taipei, but within the limits of last Au- 
. gust's Sino- American communique. The 


Offer was made so late, administration 
sources said, that Taiwan probably will 
not be able to complete all the bureaucra- 
tic procedures necessary to purchase the 


arms in time for the whole US$530 million 
. to be counted in the US fiscal year ending 
| September 30. Thus the overall package 


has been divided into four take-it-or- 


- leave-it subdivisions, And the publicly an- 


il 



































































nounced figure is likely to be at least 


. US$100 million more than the fiscal-year 


statistic, which. is the. basis for counting 
foreign military sales to the. island i in any 


one year. 


This statistical juggling is designed to 
set a declining trend for the arms sales to 


. Taiwan, starting from the highest possible 
level in the first year after last August's 
agreement. The. Reagan administration 
, argues that US$800 million worth of arms 
for Taiwan in 1983 is not higher in real 


terms (once inflation is taken into ac- 
count) than the US$630 million in arms 


sales allowed by the administration of 








China and. 
States have moved close to an agreement 
on nuclear cooperation, providing 





another indication of the recent improve- 
ment in their long-strained relations. Offi- - 


cials from both sides emerged on July 14 
from three days of talks optimistic that an 


| agreement will be signed as soon as possi- 


ble, perhaps in time for an official visit to 
Washington by Chinese Foreign Minister 


: Wu Xueqian, scheduled for October. 


"There are no major obstacles left," a 
senior Commerce Department. official 
told the REVIEW. “Both sides want an 


agreement and probably only one more 
_ session will be.necessary to achieve it." 


The invitation to Wu was extended by 


US Secretary of State George Shultz while 
| he was in Peking in February. But obser- - 
vers here believe the Chinese considered 


it seriously only after US President 


.Ronald Reagan's decision in May to 
, liberalise sales of technology to China, an 
issue which. Peking elevated during the 
Shultz visit to the major obstacle to better 


relations. China. is thought. to. have a 





the United | 
























former president Jimmy Carter in 1980 — 
the highest single year of US arms sales to 
Taipei since normalisation of diplomatic 
relations between Washington and Peking 
on January 1, 1979. 

Peking, however, rejects the inflation 
argument. Washington has therefore of- 
fered Taiwan slightly more than US$800 
million —the US$300 million already sold 
plus the US$530 million just offered — ex- 
pecting that it will actually only be able to - 
purchase US$6-700 million before Oc- 
tober 1. This statistical legerdemain. 
Washington hopes, will be understood by 
Chinese leaders as à gesture of coopera- 





tion and goodwill. 


B: the same token the "m public fig- 
ures will appease Taiwan and its suppor- 
ters in the US Congress. The final figures 
for arms.sales to Taiwan this year — what- 
ever the level — will be taken as the 
benchmark acceptable to all for future de- 
creases. So far Washington, Peking and 
Taipei have played down the issue. 

There is nothing in the package which 


Usion of ideas 
Peking and Washington are optimistic that they 


| can n reach an accord on nuclear cooperation 
red the Taiwan issue when it repri- | 


ded Washington for genging transit. " 
| Washington: 


strong. interest in American state-of-the- 
art technology for the two 900-mw. nu- 
clear reactors planned for Guangdong 
province. But observers here believe it 
was difficult for Peking to discuss related 
matters such as nuclear non-proliferation 
until Reagan's decision in May improved 
the overall atmosphere. 

China is not a signatory to the nuclear 
non-proliferation treaty, which it says dis- 
criminates against states which do not pos- 
sess nuclear weapons. But US law does 
not require Peking to sign this treaty be- 
fore buying US technology. The law only 
requires a prior bilateral agreement on in- 
spection, reprocessing and transfer of nu- 


clear materials to third countries before 


American manufacturers can sell equip- 
ment to a foreign country. 

The Reagan administration sent a mis- 
sion to Peking in September 1981 to 


 Regotiate a nuclear agreement, but this ef- 


fort collapsed ‘as relations deteriorated 
over Taiwan. The breakthrough on the 


ie was the deċision to ? treat China as 









will excite admirals and generals in 
Taiwan. Taipei wanted new anti-sub- 
marine warfare equipment to defend 
against the possible threat of a naval 
blockade from the mainland. Instead it 
was offered improved air defence, with 
only the Standard missile new to its 
arsenal. 

Washington has noticed an improve- 
ment in Peking's tone since Secretary of 
Commerce Malcolm Baldrige, during his 
May visit, told the Chinese leadership of 
Reagan's decision to liberalise technology 
transfers to China. Administration offi- 
cials believe that the Reagan decision has 
helped align US policy with China's na- 
tional priority of modernisation. 

Chinese diplomats here welcome the 
Reagan decision but are still waiting to see 
how it is implemented. New guidelines for 
technology transfer to China are expected 
to come out some time in August, but ob- 
servers here expect that it is the flow of 
technology itself, rather than a change in 
the rules, which alone will convince Pe- 
king that it can cooperate with the Reagan 
administration. “The real test China is 
waiting for is when US companies come to 
them and say they can move high-tech ex- 
ports previously held up by [US] licensing 
procedures," an official of the National 
Council for US-China Trade told the 
REVIEW. 

Wu will visit Washington after attend- 
ing the opening session of the United Na- 


Washington to drop previous demands for 
so-called full-scope safeguards which it 
imposes on non-nuclear-weapons states 
such as India. 

Under the full-scope safeguards, coun- 
tries are required to open all their nuclear 
facilities to international inspection. In 
the past, Peking has categorically rejected 
such demands as an unacceptable infringe- 
ment of national sovereignty. However, 
with China treated as a nuclear-weapons 
‘state, on a par with the US, the Soviet 
Union, Britain and France, an agreement 
can be reached involving the inspection 
only of those facilities supplied to China 
by the US. Peking finds this demand toler- 
able, sources say. 

For its part, China has indicated its wil- 
lingness to join the International Atomic 
Energy Agency (IAEA). Although mem- 
bership of the IAEA does not require a 
country to submit to inspection, US offi- 
cials consider China’s willingness to join 
the agency to be a positive step. IAEA di- 
rector Hans Blix will visit China in Sep- 
tember, and Chinese officials say privately 
that they expect Peking to be a full 
member of the agency in time for its gen- 
eral meeting in Vienna in October. 

China apparently is also seriously con- 
sidering accepting the other requirements 
of the US atomic energy law: an American 
veto over the transfer of US-supplied nu- 
clear fuels and technology to third coun- 
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Weinberger: due for wooing. 
tions General Assembly in New York, and 
technology transfer is expected to be high 
on his Washington agenda. The Chinese 
leadership can also be expected to woo 
Weinberger during his Peking visit, since 
it knows that the US defence secretary is a 
personal friend of Reagan and is in charge 
of the department which has thrown up the 
most resistance to an overhaul of US 
technology export strictures that would be 
favourable to Peking. Observers here be- 
lieve that Peking's interest in a visit by 
Weinberger is centred more on gaining 


Wu: signs of optimism. 





tries and over reprocessing nuclear waste 
to make weapons-grade material. “It 
shows how far the two sides have come 
that Peking would not simply reject such a 
demand out of hand as a non-negotiable 
principle of sovereignty,” said an official 
involved in China policy in former US pre- 
sident Jimmy Carter’s administration. 
China is rumoured to have reached an 
agreement with French President Fran- 
cois Mitterrand to buy French-built pres- 
surised — light-water reactors for 


sympathy for China's modernisation pro- 
gramme than on an interest in reviving an 
earlier idea of Sino- American strategic co- 
operation. 

There is cautious hope here that the two 
major obstacles to an improvement in 
Sino-US relations — Taiwan arms sales 
and technology transfer — have been re- 
duced and that the way is open for an ex- 
change of visits by Chinese Premier Zhao 
Ziyang and Reagan before the 1984 presi- 
dential election campaign effectively ends 
US foreign policy initiatives next March. 
Three months ago Chinese diplomats here 
virtually ruled out such a high-level visit, 
but now a date in December or even late 
November for a US visit by Zhao is 
deemed possible, with progress on a nu- 
clear-energy agreement and technology 
sales. 

Bureaucrats here are nervous that pro- 
gress could nonetheless be derailed. 
Reagan's interviews to the pro-Taiwan 
rightwing press in the US are legendary 
for tactlessness and bad timing. There are 
also American holders of defaulted Qing 
dynasty railway bonds who are threaten- 
ing court action to attach a Chinese air- 
craft as a means of recovering their invest- 
ment in the bonds. Bad luck aside, how- 
ever, officials here expect that I 
strained Sino-US relations could well be 
approaching “if not a major turning point, 
then at least a lot of little turns for the bet- 
ter," as one source put it. In] 





Guangdong, and some believe that the 
Chinese have come to Washington only to 
gain last minute leverage in their negotia- 
tions with Paris. But US officials believe 
the Chinese genuinely prefer American 
technology for the reactors, which anyway 
are produced in France only under licence 
from the US manufacturer Westinghouse. 
"Why take only the milk when you can 
have the whole cow?" asked a Chinese of- 
ficial. 

In a rare example of domestic US co- 
operation on China policy, the Reagan ad- 
ministration has been working closely 
with the Democratic Party leadership of 
the House of Representatives to make 
progress on forging an agreement with Pe- 
king. The key congressional figures on nu- 
clear policy joined hands following a trip 
to China earlier this year by a congres- 
sional delegation. 

The recession has helped to soften some 
of the concerns over nuclear proliferation, 
as congressmen seeking re-election in 
1984 consider the number of jobs for 
American workers which would flow from 
US contractors gaining a share of China's 
nuclear programme. Moreover, the mood 
in congress is sympathetic to China, in 
sharp contrast with the attitude towards 
India; many members feel they have been 
personally cheated by New Delhi's claim 
to exclusive control over American-sup- 
plied nuclear fuel. — RICHARD NATIONS 
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ASEAN-PLO RELATIONS 


Cautious friendship 


The PLO seeks to win friends and influence people 
in Asean — but the member states remain wary 


By Nayan Chanda 

Bangkok: Two recent gatherings in Kuala 
Lumpur and Jakarta have helped the 
Palestine Liberation Organisation (PLO) 
to raise its profile in the region. But the 
realities of domestic problems in the 
Asean countries and the general pro- 
Western orientations of those countries 
continue to frustrate the PLO effort to 
achieve wider diplomatic recognition. De- 
spite verbal support for the Palestinian 
cause, no Ascan country except Malaysia 
has allowed the PLO to open a diplomatic 
mission. 

The United Nations-sponsored Asian 
conference on Palestine held in Kuala 
Lumpur in May was a measure of the 
PLO's limited success in winning support 
in the region. Malaysian Foreign Minister 
Tan Sri Ghazali Shafie chaired the confer- 
ence and his colleagues from Indonesia 
and Singapore, Mochtar Kusumaatmadja 
and S. Dhanabalan, attended. But the 
Philippines sent a deputy foreign minister 
and Thailand was represented only by its 
ambassador in Malaysia. However, with 
the exception of Burma, all the Asian 
countries — from Pakistan to South Korea 
— took part in the conference and passed 
recommendations on the establishment of 
a Palestinian state. 

In a bid to maintain its links with the as- 
pirations of the Islamic world, Malaysia 
allowed the PLO to open a mission in 
Kuala Lumpur in the early 1970s. After 
taking office in 1981, Prime Minister 
Datuk Seri Mahathir Mohamad gave the 
mission diplomatic status — making it the 
only PLO diplomatic mission in non-com- 
munist Southeast. Asia. (The PLO has 
maintained an embassy in Hanoi for a long 


16 


time and Palestinian guerillas have re- 
ceived military training in Vietnam.) The 
Malaysian Government provides the 
house, car and maintenance cost of the 
PLO mission. 

Observers see Mahathir's move as part 
of his overall plan to move Malaysia away 
from its pro- Western moorings and seek 
closer identification with the developing 
world. Malaysian support for the PLO is 
also thought to be aimed at winning the 
sympathy of the Islamic bloc and pre- 
empting Malaysia s own: Muslim ex- 
tremists, some of whom claim that the 
government is neglectful of broader Is- 
lamic causes. 

A senior Asean official, however, finds 
the Malaysian position incomprehensible. 
He finds it difficult to believe that 
Malaysia genuinely hopes to get greater 
sympathy from the Islamic countries by 
recognising the PLO. "While they [Is- 
lamic countries] make all the pronounce- 
ments on the PLO, privately their position 
is completely different," the Asean offi- 
cial said. "So the stock of Malaysia would 
not have gone down if it had refused the 
PLO permission to open a mission in 
Kuala Lumpur." Neither does he see the 
argument of domestic politics making 
sense. "You are not going to be able to 
control the internal radicals by placating 
them," he says. 

In contrast, Singapore flatly rejects the 
idea of allowing any PLO representation. 
Singapore has had a long-standing mili- 
tary and economic relationship with Is- 
rael, which maintains an embassy in the is- 
land republic. Sources close to the PLO 
say that late last year Singapore promised 
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Asean ministers Mochtar, Siddhi, Romulo, Dhanabalan and Ghazali: differences of opinion. 


a representative of the organisation that 
sometime in the future, when Indonesia 
allowed the PLO a mission in Jakarta, Sin- 
gapore would accept the accreditation of a 
Jakarta-based official. 

However, a high-ranking Singapore of- 
ficial has denied that any such promise was 
made. He explained that Singapore is not 
treating PLO representation in the same 
way as establishing a Chinese embassy. 
Singapore has maintained that it will not 
accept a Chinese embassy until Jakarta 
has normalised its relations with Peking. 
The official noted that privately Indonesia 
has told Singapore it has no intention of 
letting the PLO in. “But even if the In- 
donesians agree [to allow the PLO to open 
a mission]," he said, “we will take an inde- 
pendent position." 

Indonesia, a predominantly Muslim 
country and facing the rumblings of a fun- 
damentalist Islamic group, may be 
thought to have the same interest as 
Malaysia in backing the PLO. But, con- 
cerned about the radical nature of the 
PLO and the focus that its presence could 
offer for Indonesia's own extremists, 
Jakarta has maintained an amicable dis- 
tance, 


hortly after the conference in Kuala 

Lumpur. à seminar on the "Palestine 
people's basic rights" was organised in 
Jakarta. The seminar, which was attended 
by Zehdi L. Terzi, permanent PLO ob- 
server at the UN, gave the organisation 
another Asian audience while allowing 
the Indonesian Government to de- 
monstrate its concern for the Palestinian 
people in the eyes of its Muslim popula- 
tion. All the same, Indonesia remains firm 
in refusing a diplomatic representation to 
the organisation. 

After the end of the conference in 
Kuala Lumpur, Ghazali flew to Jakarta in 
a bid to persuade President Suharto to 
grant the PLO diplomatic representation. 
Well-placed sources told the REVIEW that 
Suharto offered Ghazali an ingenious exp- 
lanation for not accepting a PLO ambas- 
sador in Jakarta. He told the Malaysian 
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also Roed to have told Ghazali that he 
would not allow the PLO to open a mis- 
sion only to protect its honour and good 
image in Indonesia. If a mission were 
opened it would be made use of by the ex- 
tremists in their anti-government ac- 
tivities and thus bring disrepute to the 
PLO. 

Thailand, which imports a large share of 
its oil from Saudi Arabia and the United 
Arab Emirates and which benefits from 
sizable remittances from large numbers of 
Thais working in the Middle East, does 
not want to antagonise the PLO and its Is- 
lamic backers. But at the same time 
Bangkok fears that a PLO mission would 
pose a security problem as the separatist 
Muslim movement in southern Thailand, 
the Patani United Liberation Organisa- 
tion, is believed to be receiving military 
training from the PLO. PLO foving am- 
bassador for Southeast Asia Ali Fayvad 
met Thai Foreign Minister Siddhi Savet- 
sila for the first time last vear. He returned 
for a second meeting with Siddhi and also 
for a session with Deputy Prime Minister 
Pichai Rattakul in late May on what gov- 
ernment sources describe as “a very, very 
private visit." It. was never officially an- 
nounced. 

Siddhi is understood to have told. the 
PLO envoy he was free to travel to Thai- 
land whenever he wished, but at the same 
time he made it clear the Thai Govern- 
ment was not in a position at present to 
allow the opening of a PLO mission in 
Bangkok. 

The Philippines has similar reasons to 
Thailand for courting the Islamic coun- 
tries. Not only does it depend to a large 
degree on Middle East oil; there are also a 
large number of Filipino workers in the 
Middle East and a Muslim separatist 
movement in the southern Philippines. 
Like Malaysia and Indonesia, the Philip- 
pines recognises the PLO to be the sole re- 
presentative of the Palestinian people. 
But Manila has taken care to keep the or- 
ganisation at arm’s length. In mid-1982 a 
senior PLO representative was guest at 


LO 


Fayyad: a very private visit. 
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Ferdinand | -Maseoe “wife 1 iid a and 
Foreign Minister Carlos Romulo. ‘How 
ever, not a word about that reception was 
printed in the domestic media. During a 
later visit to Manila, the same PLO repre- 
sentative met a Philippine Foreign Minis- 
try official and was promised that a photo- 
graph of the meeting would be published 
in the press. It never was. Meanwhile, the 
Israeli Embassy in Manila remains the 
principal post for distributing Israeli pro- 
paganda literature in Southeast Asia. 


he basic problem underlying the PLO’s 

limited success in Asean is perhaps 
best expressed by an Asean foreign minis- 
ters description of the organisation as 
"that outfit." Conservative governments 
in the region generally cringe at the 
thought of supporting an organisation 
which has been involved in armed struggle 
and which has had a long and close associ- 
ation with the Soviet bloc. While the PLO 
has sought Asean countries’ recognition 
and support, it did not support Asean in its 
drive to bring Prince Norodom Sihanouk, 
the president of the Democratic Kam- 
puchea coalition, to the non-aligned sum- 
mit in New Delhi. 

But the PLO connection has certainly 
helped the Malaysian Government boost 
its image internally and internationally. 
The ruling United Malays National Or- 
ganisation (Umno) took advantage of the 
Asian conference to organise a public rally 
in support of the PLO and to demonstrate 
its Islamic credentials to its fundamen- 
talist and radical opponents. And highly 
placed Malaysian sources say that govern- 
ment surveillance of the PLO mission has 
not indicated any connection with ex- 
tremist groups so far. 

The fact that the exercise involving the 
PLO had some effect was indirectly tes- 
tified to by a clandestine radio broadcast 
of the Communist Party of Malaya 
(CPM). A Malay-language broadcast by 
the clandestine Voice of Malayan Democ- 
racy radio station transmitting from the 
Thai-Malaysian border region accused the 
Mahathir government of misleading the 
Muslim population. In a bid to win over 
the Malay population, the CPM has set up 
a front organisation called the Malay 
Nationalist Revolutionary Party of 
Malaya (MNRPM). In a broadcast on July 
11, the station carried a message from the 
MNRPM which charged the government 
with failing to respect Islamic practices. 

"However," the message said, "in the 
interest of politics, the reactionary clique 


headed by the ruling Umno tries to curb. 


and manipulate the Islamic movement in 
our country with the view of weakening 
and diverting the direction and aim of this 
developing movement." 

Because of the strong demand of the Is- 
lamic masses, it said, the government was 
forced to recognise the PLO and give it 
diplomatic status. "Nevertheless, we pre- 
dict that the wicked designs of the reactio- 
nary clique, which tries to curb and divert 
the direction and aim of the Muslim move- 
ment, are doomed to fail," 
concluded. ni 








the broadcast 
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A aarte 
of face 


The media play down the gap 
between Deng Xiaoping 
and Mao Zedong 


By David Bonavia 


Hongkong: Deng Xiaoping is essentia 
a practical thinker, and for this reason the ` 


Chinese elder statesman is often consi- — 
dered to be an out-and-out foe of Maoism, — 
which contains many aspects of pure ` 
idealism. But in their response to the re- — 
cent publication of Deng's Selected —— 
Works in Peking and Shanghai, the 
Chinese media have gone to gréat lengt 
to emphasise that his thinking we 
amplification and clarification of Mao 
Zedong's thought, rather than an opposite” 
current. 

This is understandable. As Deng him- 
self has said, to reject everything Mao di 
and said would be to reject all the actions | 
of the Chinese people over the past three 
decades and more. In other words, out- - 
and-out rejection of Maoism is a national. 
loss of face. Deng says that he hina 
went too far in the anti-rightist campaig 
of 1957, and at the time of the Great Leap 
Forward in 1958 “quite a few of us leaders 
grew too hot-headed.” Nonetheless, the — 
gap between the kind of society Mao | 
wanted to establish and the kind Dengis | 
now vigorously striving towards is mas- — 
sively obvious. = 

It is another matter to sift Mao’s and — 
Deng's writings in search of the essentia 
difference between their respective at- 
titudes towards the world, mind, society 
and production. In a peculiarly Chinese © 
way, much of what Deng says can be used — 
to back up Mao, and vice versa. 

Deng has even claimed for Mao the 
status of originator of the idea “seek truth — 
from facts,” which is normally regarded as — 
the essence of Dengist thought. Mao was. 
always talking about the importance of - 
practical experience, as Deng is today. - 
But on closer examination it can be seen - 
that what Mao was talking about was prac- ` 
tical experience in the political Wie 
tion of people. What Deng istalking about - 
is practical experience in such areas as | 
production and education. 

At the same time, Mao was not hostile ` 
to increased production — indeed it was - 
he who wanted to "catch up with the - 
West" in industry through the Great Leap - 
Foward. It was when his precipitate — 
methods failed that he became disil- 
lusioned by sheer physical effort and 
began to seek the answer in new concepts | 
of motivation. 

The basic argument between the — 
Maoists and their opponents — "re- ^ 
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visionists," “capitalist roaders," *uphold- - 
ers of bourgeois rights," call them what 
one will — is about motivation. The 
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The thoughts of 
Mao and Deng 


MAO: Intellectuals often tend to be sub- 
Jectivist and individualistic, impractical in 
their thinking and irresolute in their action 
until they have thrown themselves heart 
and soul into mass revolutionary strug- 
gles, or made up their minds to serve the 
interests of the masses and become one 
with them. 

DENG: There are some people who bury 
themselves in scientific research and work 
arduously, and they should be encouraged 
. . « Scientists and educationalists are all 
workers. 

MAO: How should we judge whether a 
youth is a revolutionary? There can be 
only one criterion, namely whether or not 
he is willing to integrate himself with the 
broad masses of workers and peasants and 
does so in practice. 

DENG: After the founding of New China, 





good. Students were consciously self-dis- 
ciplined and one often saw red-scarved 
Young Pioneers holding loudspeakers 
and ensuring that traffic regulations were 
adhered to. Later, the destruction 
wrought by the Gang of Four meant that 
the atmosphere turned bad. 

MAO: Classes struggle; some classes 
triumph, others are eliminated. Such is 
history, such is the history of civilisation 
for thousands of years. 

DENG: This revolution is not a question 
of “the overthrow of one class by another” 
or of revolutionising people, but of re- 
forming certain specific systems, and con- 
sequently fully mobilising people’s en- 
thusiasm for building socialism. 

MAO: Those experienced in work must 
take up the study of theory and must read 
seriously; only then will they be able to 
systematise and synthesise their experi- 
ence and raise it to the level of theory. 
DENG: If a party, a state or a nation pro- 
ceeds in everything on the basis of books, 
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rigid in tay thinking and p 
blind worship, it will osi be able to ad- 
vance and its life will cease. Then the party 
and the state will perish. 

MAO: Some comrades ignore the major 
issues and confine their attention to minor 
points when they make their criticism. 
They do not understand that the main task 
Of criticism is to point out political and or- 
ganisational mistakes. 

DENG: When we correct leftist or rightist 
deviations, we must not recklessly raise a 
matter to a higher plane of principle, must 
not indiscriminately force everyone to 
criticise himself, and must not take the 
form of a political movement. 

MAO: There is a serious tendency to- 
wards capitalism among the well-to-do 
peasants. This tendency will become ram- 
pant if we in the slightest way neglect poli- 
tical work among the peasants during the 
cooperative movement and for a very long 
period after. 

DENG [addressing the peasants]: Enrich 
yourselves! 
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Maoists took the line that materialistic 
motivation would spoil the workers' spirit. 
The Dengists have worked on the princi- 
ple that nothing destroys spirit and moti- 


vation more than dreary, hopeless condi- 


tions of work and life, which the Maoists 
considered inspiring. 

Another fundamental difference be- 
tween Mao and Deng isin their view of the 
role of the armed forces in society. Mao, 
having built his career simultaneously 
with the building of the People’s Libera- 
tion Army, saw it as the paragon of politi- 
cal virtue. Deng, though also a comman- 
der of note, considers the PLA to be a 
functional organisation which for him has 
proved politically more troublesome than 
helpful. 

None of the reviews of Deng's newly 
published writings sighted to date in China 
has emphasised this aspect of his thinking. 
Indeed one is astonished that some of his 
writings on the PLA got into print at all, 
considering how in recent years he has 
tried to mollify the PLA's grievances over 
many of his important policies. 


Là T8 
Queuing for Deng's thoughts the reviewers had a problem. 
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As early as 1975, at an important meet- 
ing between the PLA and the Chinese 
Communist Party, Deng attacked military 
commanders as “indolent.” He explained: 

“Indolence affects not just a few people; 
even some [military] organs have it in dif- 
ferent degrees. There are high cadres 
whose revolutionary will has shrunk; they 
seek personal advantage and do not pay 
attention to maintaining their revolu- 
tionary integrity in their old age. Some 
give excessive treatment to small ills, or 
make a fuss about imaginary complaints. 

"They are bureaucratic, and don't base 
themselves on reality, they don't go 
deeply into the basic levels, they won't 
take action themselves, won't use their 
brains. They rely on their secretaries to 
get things done. They speak for about five 
minutes, then expect other people to write 
up drafts and they read them out word for 
word, and sometimes can't even read 
them correctly. This is ideological lazi- 
ness. There are some who fear the written 
word will be taken as authoritative, so 
they don't dare to act or speak, fearing 





that if they say the wrong thing thev'll be 
criticised.” 

In view of such tough talking in 1975, it 
is not surprising that Deng found himself 
opposed by a wall of PLA resistance when 
he returned to power in 1977 after his 1976 
disgrace by the Gang of Four, and had to 
spend ‘the next 18 months ridding the 
politburo of disgruntled veteran officers. 

Deng also perceived the need to moder- 
nise the PLA, but has so far stood out 
against spending huge sums of foreign ex- 
change — or even renminbi — on this pro- 
cess. He has indicated he expects the PLA 
to modernise its own training and equip- 
ment, whereas Mao’s little red book of 
quotations published in 1966 contained his 
1945 statement: “As for the training 
courses, the main objective should still be 
to raise the level of technique in 
marksmanship, bayoneting, grenade- 
throwing and the like.” 

Since Deng’s selected writings in their 
pale yellow cover came out in a first print- 
ing of 350,000 copies, the national and 
provincial media have given them a mixed 
reception. Commentators seem uncertain 
how highly to praise the elder statesman's 
writings without committing the sin of per- 
sonality cult. They are especially uncer- 
tain how to evaluate his critical assessment 
of Mao. 

Guangdong's provincial communist 
party committee issued a circular on July 
6 calling for serious study of “this brilliant 
book." However, Hunan's party first sec- 
retary, Mao Zhiyong, called on cadres on 
July 9 to combine study of the book with 
study of the documents of the recent 12th 
party congress, works by veteran 
economic planner Chen Yun, and other 
theoretical and political writings. The 
Hunan leader's speech added ambigu- 
ously that many units were busy carrying 
out reforms, while others were occupied 
with industrial, agricultural and other 
work, and that work and study must be or- 
ganised to promote each other. 
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SCANIA Created for a harder reality. 


SIEMENS 


ocal experts. 


Speaking the language, understanding the E 
ountry's needs, being familiar with its climatic — 
onditions, its regulations, its labour market- 
hese skills make our representatives local 

experts. Needless to say, they are equally fit 
o solve electrical engineering problems. 


Siemens on the Scene 


A container ship sailing from 
Singapore to the Far East reports 
damage to her steering engine. 

Even before she anchors in Hongkong 
harbour, our local expert has 
ordered the necessary spare part 
from our central Marine Service 

in Hamburg. 

Result: the ship continues its journey 
on schedule with our service 
technician on board, who installs the 
spare part and disembarks at the 
next port of call. 

The delay thus avoided means eight 
thousand dollars saved. 


lf you want to know more about 
Siemens and the part it can play in 
the realization of your electrical 
engineering requirements, write to: 
Siemens AG, P.O.B. 103 

D-8000 Munich 1 

Federal Republic of Germany 
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It's Asiawide transaction processing and account inquiries, on-the-spot in Hong 
Kong and Singapore. Our Regional Processing Centers handle your U.S. dollar 
payments and provide you with personal assistance on account inquiries in 
your time zone. 


Pyme 


It's timely cash flow information. 
Manufacturers Hanover ensures that at your 
opening, and throughout the day, you have 
timely transaction details on your account 
with us in New York. 


It's the most advanced telecommunications capabilities 
available today. We offer state-of-the-art S. W.I.ET. 
capabilities, in addition to our sophisticated private 
telecommunications system, ensuring utmost speed and 
accuracy in transaction processing, account inquiries 
and information retrieval. 


It's automated clearing in New York. 
When you send messages to us elec- 
tronically, your U.S. dollar payments 
are processed by Manufacturers 
Hanover and sent to the U.S. payments 
system with no manual intervention, 
virtually error-free. 





Its Manufacturers Hanover, clearing bank to the world. 
Quality. Loyalty. Consistency. These three attributes make 
Manufacturers Hanover a dedicated banking partner. 


We are committed to providing you with high quality 
banking services and products—in a timely, accurate way. 


But more important is the way we provide these services. 


We strive, always, for a consistency that you can count on. 
And a loyalty you will find exceedingly difficult to match. 


MANUFACTURERS HANOVER 


International Banking Group 


World Headquarters: 270 Park Avenue, New York, NY 10017 
In Asia and the Pacific Basin: Branches - Hong Kong. Manila, Seoul. Singapore. Taipei. Tokyo 
Representative Offices: Bangkok. Beijing. Bombay, Jakarta. Kuala Lumpur, Sydney 
Subsidiaries: Hong Kong. Los Angeles, San Francisco 


Manufacturers Hanover Trust Company Member FDIC 


Sanosi, 
the bellboy, 1s like a frien 
to Our youn’ $uests. 
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Unsolicited letter from an actual botel guest 


B. Aad Q ¢ 


Most hotels are only attentive to 
the needs of adults. But at the 
Mandarin Singapore we try to 

make every guest feel special, no 
matter how young or old. The 
following is a letter from 

Mrs. Charles Kelm who stayed at : 

the Mandarin Singapore with ber " 
family early in 1982. 


ur family has been staying in Mandarin All services we used at the hotel were 
for the past two weeks, today being excellent, again room service personnel were 
our last day. prompt and courteous. 
I wish to take this opportunity to say Our two weeks were a pleasure thanks 
that the hotel staff have been especially, and to your staff. 


particularly, courteous and efficient. 
In particular there is one bellboy by the 


name of Sanosi whose friendliness and flunk. XA... 


responsiveness, especially to our children, 


was most appreciated by us. Mrs. Cbarles H. Kelm 
We all looked forward to seeing him Kuala Lumpur 
upon descent of the elevators! Malaysia 
"- . 
Mandarin ul l C Din VID 
In the tradition of emperors. — 


Represented by HRI and Utell International. Your travel agent knows all about us 
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@ A RECENT press release from the 
information and press section of the 
Vietnamese Embassy in Bangkok, 
under the heading "Correction," said: 

"The last sentence of the first para- 
graph of page three of the last issue of 
Vietnam News Bulletin published on 
June 14, 1983, should read as follows: 
'For these reasons, the Vietnamese side 
hold that the best possibility to choose 
from is (c) or, at least (d), and that both 
sides should try to do away with pos- 
sibilities (b) and (a) ." 

Very illuminating! Not all jargon is 
perpetrated by bureaucrats, and com- 
munist ones at that. Anthony Melero re- 
cently wrote to one of the most 
capitalist, commercial, consumer-orien- 
tated American banks in Hongkong ask- 
ing it to make certain monthly payments 
by standing order. Although he has a 
number of such standing orders with 
non-American banks, arranged without 
fuss, this one required him to sign a 
"waiver of liability." Not only does this 
appear to be a piece of pettifogging ex- 
cess, but it was couched in incomprehen- 
sible gobbledegook guaranteed to alien- 
ate any client. It consisted of more than 
200 words without a full stop (but with at 
least two spelling mistakes): 

“In consideration of your agreeing at 
my/our request to implement from time 
to time hereafter my/our standing in- 
structions and/or standing orders for the 
periodical and/or other payment of pre- 
miums and/or other sums of money pay- 
able by me/us in respect of (a) certain life 
and/or other insurance policy or policies, 
l/we, the undersigned, hereby irrevoca- 
bly and unconditionally abandon, 
forego, relinguish and waive all rights, 
claims and causes of action at law, in 
equity or otherwise howsoever, against 
you, your servants, agents and corres- 
pondents, which I/we might otherwise 
have, or to which I/we might otherwise 
be entitled, in respect of any losses, 
liabilities, damages, costs, charges or ex- 
penses whatsoever sustained, suffered 
or incurred by me/us directly or indi- 
rectly as the result of the avoidance, can- 
cellation, discontinuance, lapse or nul- 
lification of any such policy or policies 
through incorrect payment, late pay- 
ment or non-payment of any such pre- 
miums or other sums of money, or other- 
wise howsoever consequent upon the 
failure, neglect or omission of your- 
selves, your servants, agents or corres- 
pondents to implement such standing in- 
structions or standing orders promptly 
or at all and/or to remit any moneys pur- 
suant thereto, and/or to debit and/or to 
credit any account or accounts accord- 
ingly, it being clearly understood and 
agreed that the implementation of such 
standing instructions or standing orders 
is in all respects entirely at my/our own 
risk,” 

Result: one lost customer, I suspect. 
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RAVELLERSS TALES 


e NOT unnaturally, and though we 
sometimes castigate the abuse of English 
by those for whom it is their first lan- 
guage, most examples of fractured gram- 
mar and syntax featured in these col- 
umns come from Asian pens. But often 
the result is not simply amusing; the 
Asian English acquires a charm and 
freshness of its own. Take four exam- 
ples — the first a sign in Bhutan, photo- 
graphed by See Foon Koppen, which, as 
she remarks, is quite in the Himalayan 
spirit: 


an extra ordinary seirttuc! gt onda Souvenir 





e DURING his perambulations in 
Burma in the course of working on the 
July 7 cover feature on Burma, REVIEW 
chief correspondent Rodney Tasker 
befriended an academic who is a Chin, 
which means he is a member of the 
minority peoples who come from that re- 
mote, hilly region of northwest Burma 
which is the home of some of the tough- 
est, most independent, proudest people 
in the country. He lent Tasker a copy of 
the Falam High School's diamond 
jubilee magazine, a special issue to com- 
memorate the anniversary of one of the 
Chin people's most prestigious seats of 
learning (Falam is a Chin city). 

The book contains a number of arti- 
cles by Chin notables, with lists of Chin 
who are doing well in the army, govern- 
ment and elsewhere. One of the features 
Is a poem entitled Perplexing English by 
E. K. Kim Egin, a licutenant-colone! 
and a senior Chin political figure. He is 
also a stylish humorist. 

His poem runs thus: 


We ll begin with a box and the plural 
is boxes. 

But the plural of ox should be oxen, 
not Oxes. 


Then one fowl is a goose but two are 
called geese, 

Yet the plural of mouse should never 
be meese. 


You may find a lone mouse or a whole 
lot of mice, 

But the plural of house is houses. 
not hice. 


If the plural of man is called men, 

Why shouldn't the plural of pan be 
called pen? 

If I speak of a foot, and you show me 
your feet, - 

And I give you a boot, would a pair be 
called beet? 





If one is a tooth and a whole set are 
teeth, l 
Whv should not the plural of booth be 

called beeth? | 


Then one may be that and three may 
be those. 

Yet hat in the plural would never be 
hose, 

And the plural of cat is cats and not 
cose. 


We speak of brother and also 
brethren, 

But though we may say mother, we 
never say methren. 


Then the masculine pronouns are 
he, his and him; 

But imagine the feminine — she, 
shis and shim. 

So English, I fancy you all will agree, 


Is the funniest language you ever did 
sec. 


e THEN Anna Onpin. writes from f 
Manila with a polite note she received 


from a film shop which she had asked to 
re-process some photographs taken on 
the beach. The handwritten note réad: 
"We regret that we won't be able to 
make-over this job due to the ff. reasons: 
|. Film has been kept in the open (ie, . 
exposed to sun rays); 

2. Film is yellowish thus utmost correc- 
tion has been given into it; 

3. Shots taken in the open sea tends to 
be bluish in prints. 
4, These . could 
though vour prints came out very much 
passable. 

Hopingly, we would appreciate your as- 
sistance in pushing this.” 

She thanked them for the utmost cor- 
rection and concluded that, all things 
considered, they were indeed very much 
passable and worth pushing. 

e FINALLY from Sr Lanka, where 
Tony Danker recently visited the Co- 
lombo zoo. He found even the au- 


thorities have a special way with words, 
not least when composing a poster dis- 
couraging litterers: 


And ark made your panttta.ves! | 
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ping them guessing 





Mrs Gandhi's opponents worry that the prime minister 
is gearing the party up for an early election in 1984 


By Salamat Ali 


New Delhi: Prime Minister Indira Gan- 
dhi, a master at keeping her opponents 
guessing about her political moves. has 
India’s fragmented opposition parties 
worried that she may be planning to 
spring a general election on them a year 
ahead of the poll scheduled for January 
1985. Those forecasting an early election 
in recent weeks have been arguing that 
possible shortfalls in several sectors of 
India's sixth five-year plan might make 
such a step desirable from Mrs Gandhi's 
point of view because the passage of time 
can only make her performance look 
worse. 

According to these theorists, the prime 
minister — faced as she has been with 
intra-party squabbling and political-man- 
agement problems — would have ordered 
a mid-term poll to consolidate her author- 
ity and purge her administration of dead- 
wood already, except that two consecutive 
years of drought in several regions would 
have made such an election risky. Now, 
however, with this year’s monsoon rains 
promising a good harvest and a happy 
rural electorate, an early election could be 
too good an opportunity to pass up. Some 
opposition leaders believe that the prime 
minister will dissolve parliament some 
time after the Commonwealth Heads of 
Government Meeting, scheduled in New 
Delhi for November. 

The election predictions also draw 
strength from recent signs of an all-out ef- 
fort by Mrs Gandhi to enforce discipline in 
her Congress party and revitalise the 
party’s rank-and-file. Impatient with per- 
sistent and open revolts against chief 
ministers by other party ministers in the 
Congress-ruled states, Mrs Gandhi de- 
cided in early July to back her chief minis- 
ters and told them to deal with the dissi- 


dents firmly. This was a far cry from her 
earlier practice of giving patient hearings 
to deputations of dissidents, which fos- 
tered a sense of insecurity among the chief 
ministers. 

The Congress has also set up a unit to 
monitor and list its successes in fulfilling 
election promises. On July 24, an inten- 
sive training programme began for some 
800 Congress office-bearers from state 
headquarters. The aim is to project the 
party image by drawing attention to the 
party's achievements, in particular its ful- 
filment of election pledges. In addition, a 
training course is planned for those who 
will in turn train district-level Congress of- 
fice-bearers in various states. The thrust 
of these programmes is to rekindle the 
party spirit of 1980, when the Congress re- 
turned to power after three years in op- 
position, 

The Congress has also reactivated its 
promotional cells among peasants, 
minorities and students. The peasants’ cell 
has already held a few rallies and the 
minorities’ cell is arranging a meeting be- 
tween Congress general secretary Rajiv 
Gandhi and leaders of religious 
minorities. 


Dor these indications that the party 
is gearing up for a general election, 
some opposition leaders doubt the poll 
will in fact be held early. These figures be- 
lieve Mrs Gandhi will not wish to pass up 
the political gains she can expect in April 
1984 when, under a two-year rotational 
system, half of parliament’s upper-house 
members will be replaced by new MPs 
elected by state legislatures. The Congress 
expects to obtain a two-thirds majority in 
the upper house under the system. 

It is further argued by these op- 


E. 


positionists that sit Gandhi already 
can muster the support of two-thirds of the 
directly elected 543-member lower house, 
the acquisition of a two-thirds majority in 
the upper house would enable her to 
amend the constitution in any way she de- 
sires. Constitutional amendments require 
a two-thirds majority in each house. It ts 
also argued that the prime minister needs 
time to bring the Supreme Court around 
to her way of thinking, since she may have 
to face the legal issue of whether a struc- 
tural change to the constitution can be 
made without first seeking approval from 
the electorate through a national referen- 
dum. 

Mrs Gandhi's detractors have claimed 
that she plans to install her son Rajiv as 
her heir-apparent by amending the con- 
stitution and ushering in an executive 
presidency without abolishing the prime 
minister's office. These critics believe that 
Mrs Gandhi cannot return to power with 
her current two-thirds majority in the 
lower house. Hence the post-April 1984 
era could be her last opportunity to amend 
the constitution on her own. 

Congress party defeats in the former 
strongholds of Andhra Pradesh and Kar- 
nataka earlier this year, the problems the 
party now faces in Punjab and Assam, and 
the existence. of non-Congress govern- 
ments in Jammu and Kashmir, West Ben- 
gal and Tripura have fuelled hopes that 
Mrs Gandhi could be brought down by a 
united opposition. 

An opposition leaders’ conclave con- 
vened in May by N. T. Rama Rao, the 
leader of the new Telugu Desam party and 
chief minister of Andhra Pradesh, and 
another meeting in New Delhi on June 30 
were aimed at bringing as many as 14 dis- 
parate opposition parties together. 

At the moment there seems to be little 
prospect of opposition unity because of 
differences over how the various parties 
would come together under one label — as 
they did in 1977 when they forced the Con- 
gress into opposition — and to what extent 
they would otherwise cooperate. Earlier 
this month, Rama Rao said that opposi- 
tion unity was not aimed at capturing poli- 
tical power, but was suggested as a means 
to formulate solutions to common reg- 
ional and national problems. He said that 
his party would not even consider an elec- 
toral alliance and would contest all the 
lower-house seats from Andhra Pradesh. 
This statement was widely interpreted as a 
decision on his part to keep all options 
open. 

On the other hand, the Hindu 
nationalist Bharatiya Janata Party (BJP), 
since walking out of the centrist Janata 
Party in order to project itself as the only 
credible alternative to the Congress, now 
seems reconciled to a lower profile be- 
cause of its election reverses in recent 
months in Andhra Pradesh, Jammu and 
Kashmir and New Delhi. It seems to 
favour a joint opposition front of all non- 
communist parties. The two major com- 
munist parties, and in particular the pro- 
Moscow Communist Party of India (CPI), 
at the moment are equally firm against any 
alliance with the BJP, which they 
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Rama Rao; Bahuguna with Mrs Gandhi: little prospect of real unity among the opposition. 


categorise as retrogressive and com- 
munal. 

BJP chief and former foreign minister 
Atal Behari Vajpayee wrote in early July 
to various non-communist parties propos- 
ing the formation of a national front to try 
to dislodge the Congress and form a coali- 
tion government. Former prime minister 
Charan Singh's centrist Lok Dal party re- 
sponded favourably, but the second 
largest vote-getter after the Congress, the 
Janata Party of Chandra Shekhar, express- 
ed reservations. Thus if a national front is 
formed, it would be a de facto alliance of 
only two major parties with ideological af- 
finities based largely on their similar social 
bases. 

Mrs Gandhi's arch foe H. N: Bahuguna, 
who heads the relatively insignificant 
Democratic Socialist Party, is attempting 
to pull together the communists and some 
minor parties. But the CPI tends to func- 
tion as the Congress’ B team, and it is 
questionable if it would join any alliance 
capable of challenging Mrs Gandhi effec- 
tively. Besides, its exact relations with the 
Communist Party of India-Marxist 
(CPI-M), which rules in West 
Bengal and Tripura, remain unde- 
fined. 

The most important factor in any 
electoral alliance is the participation 
of major regional parties, some of 
which — such as the Telugu Desam 
party, the Dravida  Munnetra 
Kazhagam and All-India Anna 
Dravida Munnetra Kazhagam of 
Tamil Nadu and Pondicherry, and 
the National Conference of Jammu 
and Kashmir — remain confined to 
specific regions by their own voli- 
tion. There are other regional 
parties such as the CPI-M and the 
militant Sikh political party Akali 
Dal in Punjab which lay claim to a 
national profile, but still they remain 
confined only to their respective 

states by default. The strong power- 

base of these parties in their home 
states gives them a nique bargain- 
ing position, for any national party 
securing their alliance would pose a 
strong challenge to the Congress. 
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Despite opposition efforts to unify 
against the Congress, it ts fairly certain 
that given the prime minister's political 
acumen and the lack of any credible single 
alternative to her party, the Congress is 
unlikely to lose its standing as the coun- 
try's most powerful national party. There 
is every chance that it will remain in power 
at the centre for the next five years and 
beyond, either by itself or as the leading 
partner in a coalition. Usually, neither the 
Congress nor any other Indian party is av- 
erse to political alliances of convenience. 


B: Mrs Gandhi seems to be aiming for 
continuation of single-party rule at the 
centre and is refusing even to meet with 
leaders of the regional parties. The prime 
minister has good reason to exude confi- 
dence, for despite the steady erosion of 
her power base over the past two decades, 
her party remains formidable in India's 
Hindi-speaking heartland, which com- 
prises Uttar Pradesh, Bihar, Madhya 
Pradesh, Rajasthan, Himachal Pradesh 
and Haryana, as well as in New Delhi. 








These states hold 226 of the 543 seats in 
the lower house, which alone elects the 
central government. Mrs Gandhi can form 
a government on her own if these seven 
States and the Jammu region of Jammu 
and Kashmir give her all their lower-house 
seats, even if the rest of the country is cap- 
tured by her opponents. 

Mrs Gandhi's detractors assert that she 
has these statistics firmly in mind when 
formulating her political reactions and 
gives short shrift to long-range national in- 
terests. According to the detractors, she is 
acutely aware of the dominant Hindu 
ethos of the heartland and also of its 
perennial fear of the disintegration of 
India. For that reason — against a 
backdrop of her persistent claims of hid- 
den foreign hands behind most of the 
country’s major problems and allegations 
of foreign conspiracies to destabilise India 
— she 1s accused by her critics of deliber- 
ately letting the continuing ethnic and re- 
ligious-based violence in Assam and Pun- 
jab drift to near chaos. This policy, her cri- 
tics say, is designed to give credence to her 
main plank in the next elections — 
that any threat to India’s integrity 
can be met only by the Congress. 

However, even Mrs Gandhi's 
severest critics concede that, unlike 
the BJP and the Lok Dal, the prime 
minister does not represent the 
Hindu ethos. She only secks to 
manipulate it. Logically this means 
that if she is able to manipulate 
Hindu sentiment, without signifi- 
cantly alienating religious and ethnic 
minoritics, she can win under her 
own steam and, in the process, 
undermine the power base of parties 
such as the BJP and Lok Dal by mak- 
ing them appear ineffectual re- 
peaters of her own arguments. 

The opposition asserts that cor- 
ruption and inefficiency, a lack of 
democracy in the party's organisa- 
tion and internal squabbles have 
alienated the masses from Mrs 
Gandhi's Congress. But the opposi- 
tion parties are unable to de- 
monstrate that they are much better. 
The Congress has not had party elec- 
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Indira-India 
Mrs Gandhi tells her 


party leaders they 
rely too much on her 


New Delhi: Lashing out at top office- 
holders of her ruling Congress party in 
early July, Indian Prime Minister Indira 
Gandhi demanded that they begin pull- 
ing their own weight in furthering the 


party's cause because she was tired of 


carrying the entire burden alone, even to 


tions for years; its office-bearers at all 
levels are nominated. But apart from the 
cadre-based parties such as the BJP and 
the communists, none of the other parties 
has had such elections either. One general 
secretary of a major national party con- 
ceded to the REVIEW that he himself had 
been nominated and that he was not sure if 
he had even the party's primary member- 
ship behind him. 


till the opposition's attacks have taken 

their toll on the Congress party. Politi- 
cal observers are agreed that the days of 
the ruling Congress being synonymous 
with India and maintaining command of 
the whole country are over. In future the 
party may remain in power either singly or 
in a coalition, but the irreversible long- 
term trend will be towards coalitions in 
which the Congress could face the gradual 
erosion of its dominance. Any Congress 
losses would be gains for the regional par- 
ties until it became clear that no central 
government could be formed without the 
participation of an-adequate number of 
these regional representatives. 

While the Congress considers coalition 
governments weak, some political 
analysts argue that a regional party, famil- 
iar with national politics and issues, can be 
more effective in its home state than the 
weak limb of a national party. Not only 
can it sell central government policies 
more effectively in its home base; it can 
also represent the state's interests effec- 
tively at the centre. According to these 
analysts, it is unwise to ignore regional di- 
versities in a huge country like India and 
block the rise of a genuine federalism. 
Soon after the opposition conclave at New 
Delhi in June, Rama Rao said: “The time 
has come to expose the extent to which 
centre-state relations have degenerated. 
We must all fight for nothing more, no- 
thing less than an opportunity to fulfil 
popular mandates. To decry and deride 
the value of regional and linguistic forces 
is a cult the ruling party at the centre has 
invented." 

Rama Rao accused Mrs Gandhi of 
weakening state governments to the ex- 
tent of making them dependent on the 
centre for their day-to-day existence. He 
argued for letting the people of India pre- 
serve their distinct regional identities, for 
“this is the only way the integrity of the na- 
tion can be protected.” 


en 





the extent of campaigning herself in 
every state election. 

Mrs Gandhi had good reason to be 
angry. Her party members tend to view 
her as their ultimate weapon in every 
electoral battle. But this is the price she 
has had to pay for not discouraging the 
myth that, as Congress president Dev 
Kant Barua put it on the eve of the 
Emergency in 1975: “Indira is India and 
India is Indira." 

Some Indian intellectuals argue that 
the Congress considers the electoral ap- 
peal of the Nehru family (Mrs Gandhi is 
the daughter of the late prime minister 





Jawaharlal Nehru) as irreplaceable. So 
the party tends to base its entire operation 
on loyalty to the family, which in turn 
does little to discourage this policy. The 
intellectuals recall Mrs Gandhi's lawyer- 
cum-politician grandfather Pandit Moti- 
lal Nehru's prediction long before inde- 
pendence that his family was destined to 
play a star role on the political stage. 
The rule of the Nehru family for 
nearly the entire post-independence 
period has created in the collective mind 
of the rural masses in India's heartland 


an almost religious belief in its con- 
tinuance. 


— SALAMAT ALI 


A walk for 700 million 


Janata Party leader Chandra Shekhar walks 4,200 kms 
through rural India to get in touch with the masses 


New Delhi: Having completed his 4,200- 
km walk from the tip of Cape Comorin to 
New Delhi on June 25, Janata Party chief 
Chandra Shekhar joined the ranks of In- 
dian seers for whom each inch of their 
country was considered part of a holy en- 
tity, Mother India. Significantly, he de- 
scribes his four-month-long walkathon 
either as Bharat Yatra, pilgrimage of 
India, or Padyatra, pilgrimage on foot. 
Shekhar strongly disclaims any aspira- 
tion to be a mahatma in the tradition of 
Gandhi or Sankaracharya, but the posi- 
tive response he evoked from the people 
of the states he trudged through became 
increasingly worrisome to his political ri- 
vals because the Janata Party leader began 
to project an image in direct contrast to 
that most rural Indians have of their coun- 





try's politicians: that they are insensitive, 
amoral and cvnical. 

Sneered at even by some of his own 
party colleagues when he decided to set 
out on the long trek, Shekhar and the 500 
young men and women who joined him 
along the route gradually earned celebrity 
status as they went, and politicians with 
their own images to preserve finally took 
note of the pilgrimage's political import- 
ance. 

Shekhar belongs to a school of political 
thought that argues against half-aware 
urban-based politicians prescribing. solu- 
tions for predominantly rural India's 
plethora of ailments. After a week-long 
rest at the end of his journey, Shekhar told 
the Press Club of India that his walk was 
aimed at seeing if the masses would re- 
spond to his sincerity. 
"It was the last resort to 
see if something new 
can be attempted," he 
explained. 

He told of his terri- 
ble glimpses of rural 
India's poverty, little 
known or scarcely re- 
membered amid the re- 
lative comfort of the 
cities. Urban dwellers, 
however, have their 
own frustrations, such 
as the deteriorating 
state of law and 
order, the  ever-in- 
creasing pressure on 
the educational system 
at all levels, intermit- 
tent water and power 
supplies, poor commu- 
nications and the im- 
perious behaviour of 
government function- 
aries — whether they 
be clerks in the na- 
tionalised banks or 
conductors on the gov- 
ernment-owned buses. 
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ply moved it into Cambodia. 

Now, a similarly interesting situation 
has arisen over the Nong Sumet refugee 
encampment.a short distance away. For 
years, the Thais have rather loosely said 


the border." But at a refugee conference 


in Bangkok on July 7, military officers said — 
for the first time that it 1s in fact well inside 


Thailand. 








lost interest in Indoc 


Bangkok: When Thai National Security 


Council secretary-general Prasong Soon- 
siri rose to deliver the key address at the 


recent annual Bangkok conference on dis- 
placed Indochinese, most Western re- 
fugee officials already knew what was 


man with the verbal hatchet. 
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troops (Review, Feb. 17). The point is. 
that the Vietnamese could hardly be seen 
to have attacked a camp inside Thailand, 
so Phnom Penh's propaganda writers sim- - 
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i months. Many: 
coming: Thailand is on the warpath again ` 
over the slow rate of resettling refugees 
from Indochina and Prasong, as pre-- 
| dicted, assumed his familiar role as the 
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The statement, om from Supreme 
Command special operations officer Col 
Sanan Kajornklam and the commander of 
the Aranyaprathet-based Task Force 80, 
Col H uddhiporn, was apparently 
necessary to provide 1 the pretext for a new 
round of refugee repatriations from Thai- 
The Thais could hardly 











the refugees now occupy was not officially 
admitted to be part of Thailand. 

So too, apparently. is Prey Chan, lying 
about 800 ms east of the Nong Sumet 
perimeter. Prey Ch nis the name given to 
a new settlement for the 26,000 refugees 
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who fled Nong Chan'after it was assaulted 


by the Vietnamese 1 in J anuary. In a tacit 
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tory, authorities havé begun moving most 
of the refugees. to another camp at Sanglor 
Changan, just inside Cambodia and about 
eight miles north of the K PNLF headquar- 
ters at Ban Sa-ngaé. Kitti, whose small 
es belie a tough and 
even ruthless reputation, told the REVIEW 
that the repatriationiplan included moving 
the 48,000 refugees making up the main 
Nong Sumet camp: ohtd adjoining Cambo- 
dian soil. 

But there are problems over Sanglor 
Changan. The camp is currently popu- 
lated by 3,500 refugées who fled the 
former Khmer . Rouge stronghold: of 
Phnom Chat when it was overrun by Viet- 
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tified. In 1982. only 33,090 refugees left 
Thailand for third countries, compared 
with 102,564 in 1981 and 128,058 in 1980: 
The situation this vear is hardly any better 
with 19,670 departing in the first six 
hinese are now refus- 
ing — for a variety of reasons — to con- 
abroad. ‘Thus it is in- 
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namese forces in April. Refugee sources 
say the KPNLF leadership is worried 
about the presence at Sanglor Changan of 
people associated with the radical Khmer 
Rouge, believing that the arrival of the 
pro-KPNLF refugees from the south 
could lead to serious factional disputes. 
KPNLF guerilla leader Chhea Chhut, 
whose raids against a string of Vietnamese 
8th Border Security Regiment outposts 
during the last wet season probably 
prompted the January attack, presents 
another dilemma. The sources say that 
after seeing his commercial enterprise 
smashed at Nong Chan, Chhut is refusing 
to abandon the infrastructure he has re- 
established at Nong Sumet-Prey Chan to 
help finance his soldiers and their depen- 
dants. They believe there is now every 
likelihood he will be allowed to remain in 
the area instead of being forced to join the 
bulk of the KPNLF forces at Ban Sa-ngae. 
Volunteer relief agencies are concerned 
over the latest Thai action, which in the 
case of some refugees means they will be 
changing location for the fifth time this 
year. Aid workers at the July 7 conference 
said such moves cause security fears and 
increase the incidence of malnutrition and 
social problems among the Cambodians. 
They also pointed out the US$1.5 million 
it cost to evacuate Nong Chan and estab- 
lish a new camp at - 
Prey Chan — essen- 
tial as it may have 
been — was not 
budgeted for, and 
there had still been no 
substantial donations 
to meet the bill. 
Another develop- 
ment on the border 
has been the recent 
arrival of thousands 
of refugees from the 


critical of some coun- 
tries for taking dis- 
placed persons di- 
rectly from border re- 
fugee camps instead 
of taking them from 
holding centres 
where they are nor- 
mally processed for 
possible resettle- 
ment. He said the 
practice of taking the 
refugees from the border was lessening 
the chances of those in the holding centres 
and bringing what he called "confusion 
and unfairness" to the refugee population 
as a whole. Prasong noted the case of a 
group of Lao who have been waiting eight 
months in a processing centre to be consi- 
dered for resettlement. 

One Vietnamese at the centre burned 
himself to death and there were seven sui- 
cide attempts, according to the UNHCR, 
mostly as a reaction to being rejected for 
resettlement. The camp, at Phanat 
Nikhom southeast of Bangkok, now holds 
15,000 Indochinese undergoing or await- 
ing processing, with a further 5,900 in 
transit. 


Cambodian interior, most of whom claim 
they fled to escape Vietnamese repres- 
sion. Since late May, nearly 8,000 people 
have flooded into the seven KPNLF-held 
enclaves. There have also been reports of 
4-500 new arrivals at Nong Sumet. Ac- 
counts of persecution at the hands of the 
Vietnamese have been difficult to confirm 
because journalists have beén refused ac- 
cess to the border camps. But KPNLF 
sources claim that Cambodians in Viet- 
namese-controlled areas are being ar- 
rested, tortured and shot for alleged links 
with resistance forces. Said one spokes- 
man: “Up to now, no one has believed us 
when we have told them the disciplined 
Vietnamese army is capable of such 
things. We have been told of plastic bags 
being placed over people's heads, duck- 
ings in boiling water and beating on the 
soles of the feet." 

The refugees have come from Siem 
Reap and Oddar Meanchey provinces in 
Cambodia's northwest, which resistance 
fighters have been able to penetrate in 
some depth, particularly during the wet 
season. The young men among the refugees 
are reported to have fled to escape mili- 
tary conscription, and others apparently 
decided to head for the border to avoid 
being sent to strategic hamlets the Viet- 
namese have been trying to establish. 


X PNLF headquarters 
Pop 25.000. including 
5-5.000 new arrivals 


Attacked by Viet 
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US officials readily acknowledge there 
is now no chance of attaining the 64,000 
ceiling for resettling Indochinese refugees 
in the US this year, ironically at a time 
when the programme is working with a 
good deal more harmony than previously, 
The officials cite many reasons for the 
shortfall, but the head of the US Em- 
bassy's Joint Voluntary Agency, Dennis 
Grace, told the Bangkok conference it 
was largely due to the departure of 
Richard Vine as director of the US State 
Department’s Bureau for Refugee Pro- 
grammes and the long delay in confirming 
his replacement, James Purcell. 

This, he said, had led in turn to a five- 
month delay in approving new policy 


For those 
in peril... 


The UNHCR makes a new bid 
to persuade ships’ captains 


to pick up boat people 


By Ted Morello 


New York: The United Nations is dis- 
tributing new guidelines on handling re- 
fugees in a bid to persuade the captains of 
passing ships to pick up Vietnamese boat 
people adrift in the South China Sea and 
the Gulf of Thailand. The six-page 
brochure, prepared by the UN High Com- 
missioner for Refugees (UNHCR), was is- 
sued in response to continuing refugee re- 
ports of ships ignoring distress signals. 

“The numbers of Vietnamese currently 
being rescued at sea are less than in previ- 
ous years,” the UNHCR says. The agency 
expressed concern that there were no arri- 
vals between last December and mid- 
March in Singapore, normally the princi- 
pal port of refugee disembarkation. 
UNHCR officials here explained that at- 
tention is being focused on the guidelines 
to convince maritime authorities that 
ships can rescue and disembark refugees 
without incurring unacceptable delay or 
financial loss. 

In its introduction, the brochure says 
that some 14,000 Vietnamese refugees 
have been picked up annually in the South 
China Sea and have been disembarked 
“with relatively little inconvenience” to 
the rescuing vessel. It explains that the 
guidelines are intended to reduce delays 
further, which it admits have been “consi- 
derable" in some cases. 

In Southeast Asia, all governments re- 





guidelines. It was only in February that 
approval was given for the processing of 
refugees at the Na Po and Si Kiew centres, 
followed two months later by the intro- 
duction of broader eligibility criteria for 
Cambodian refugees. Grace said the "lost 
time and lost numbers" would be taken 
into account during annual consultations 
in September between the State Depart- 
ment and the INS on à new refugee ceiling 
for 1983-84. "Many people in the United 
States are both concerned and aware of 
the situation and I fully expect this will be 
taken into account," he said. 

With the INS now operating under 
more flexible guidelines, the acrimony 
which existed between immigration and 
State Department officials now appears to 
belong to the past. “There is now a very 
good relationship which we all know was 
not the case in the past," said a senior re- 
fugee officer. “Since the beginning of the 
year we have been getting more specific 
guidelines on methods of determining 
whether refugees meet the criteria we 
have set. That, F think, has removed a lot 
of the subjectivity in decision-making and 
has provided better terms of reference." 

— JOHN McBETH 
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that the refugees will be 
_ disembarked on a temporary basis only 

- and that they eventually will be resettled 
— elsewhere, usually within a 90-day period. 
— The UNHCR emphasises that one invari- 
- able requirement is that refugees can land 
= enly at the next scheduled port of call. Ex- 
| cept in emergency situations — a lack of 

food, water or other supplies on board — 
T ships “arriving unannounced at the 
_ nearest or most convenient port are un- 
— likely to be permitted to do so," the 
agency warns. 

—— On the financial side, the agency pro- 
- mises to reimburse ship owners up to a 
— maximum of US$5 per day per person for 
_ costs specifically related to the care of re- 
_ fugees picked up at sea. In addition, the 
- agency will pay up to US$5,000 per ship 
~ for such incidental expenditures as trans- 
< portation costs after disembarkation, im- 
~ Migration formalities and inoculation. 

— As for lost time, the brochure assures 
— Ship owners that “delays in disembarka- 
tion normally do not occur" if required in- 
= formation is telexed to the next scheduled 
| i wk a day or two before the ship arrives. 

— Such messages must include the ship's 
— name, flag and port of registry, estimated 
— arrival date; the number and state of 
E health of refugees on 

|) aud board, and the date 
and place of rescue. 
The UNHCR says 
copies of the new 
guidelines are being 
sent to governments, 
shipping councils, 
ship owners and ship- 
ping circles all over 
the world. 

The agency reports 
that 36,000 Vietnam- 
p ese have been picked 

up in the South China Sea since 1980. Half 
- of all rescued boat people are disem- 
- barked in Singapore; most of the remain- 
-— der are landed in Hongkong, Japan, South 
- Korea, the Philippines and Thailand. 

The UNHCR had been particularly 
_ concerned about the drop of refugee land- 
- ings in Singapore. Until the Danish cargo 
- vessel Anders Maersk sailed in on March 
—17 with 54 Vietnamese, no one had been 
_ picked up by a ship entering Singapore 
— since late 1982. In fact, the decline had 
been noticeable even before — from 90 
— Ships with a total of 5,535 refugees in 1981 
to 60 vessels with only 2,749 boat people 
— last year. 
e. While the “saddest regatta in history" is 
ay 
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continuing, the UNHCR says, there is 
— some comfort. Reporting in its official 
_ magazine on the arrival in Singapore of 
— the Anders Maersk, the agency recalls 
. that the rescued refugees said six ships — 
—— one only 300 ms away — passed their es- 
— Cape craft before the Danish freighter 
stopped. While adding that “even one ship 
ignoring a cry of distress is a matter of 
anxiety," the agency concludes: "In the 
p. refugees had claimed to have been 

— bypassed by 20 or 30 vessels before rescue; 
— six, therefore, was hardly proof of a 
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ees. angers Seoul by barring South Korean 


officia 


By Shim Jae Hoon 


Seoul: The South Korean Foreign Minis- 
try has advanced some significant dip- 
lomatic initiatives in recent months, but 
none has surprised observers more than its 
decision to get tough with China, a coun- 
try that Seoul has ae ardently courting 
in the past few months. 

In May, South Korea played host to 
Chinese officials in negotiations over the 
repatriation of an aircraft and passengers 
hijacked from China, and Seoul's hope 
was that the talks would pave the way for 
wider contacts between the two countries, 
which have no diplomatic relations. (On 
July 18, the trial of the six alleged hi- 
jackers opened at the Seoul District Cri- 
minal Court, with Taiwan officials insist- 
ing that the accused should be treated as 
political asylum-seekers, not as criminal 
hijackers. ) 

But South Korea has now decided to 
cool the temperature because of China's 
refusal to issue entry visas to South Ko- 
rean officials seeking to participate in 
seminars, conferences and workshops 
held in China under the auspices of United 
Nations specialised agencies. Although 
the divided nation of Korea is not a 
member of the world body, South Korea 
has been a member of 15 specialised UN 
agencies since 1948. 

In early July, Chinese authorities 
turned down a request for a visa for an of- 
ficial of the South Korean Institute of 
Energy and Resources who wanted to at- 
tend a geological training programme in 
Shandong province under the auspices of 
the UN Economic and Social Commission 
for Asia and the Pacific. Similarly, an offi- 
cial of the state-run Korea Electric Corp. 
was refused permission to attend a hydro- 
electric workshop at Hangzhou sponsored 
by the UN Industrial Development Or- 
ganisation. 

These rejections were not entirely un- 
expected in view of Peking's past policy of 
refusing, as far as possible, to have legal 
dealings with the South. The policy has 
been in sharp contrast to a brisk but clan- 
destine trade between China and South 
Korea which in 1981 reached US$136.8 
million but was halted by Peking as a re- 
sult of vigorous protests by its ally, North 
Korea, 

But South Korea’s patience apparently 
ran out when China for the third time re- 
fused entry to a Seoul official. Lee Chong 
Yon of the South Korean National Insti- 
tute of Fishery Promotion has been at- 
tending an aquaculture training pro- 
gramme in the Philippines sponsored by 
the Food and Agriculture Organisation 
with the aid of the UN Development Pro- 
gramme (UNDP). Part of the programme 
was a field trip to China, | 


s from international gatherings in China 


When Lee's request was turned down, 
the South Korean Foreign Ministry was 
furious. "Their whole attitude is really a 
farce," snapped one senior official. "We 
thought the Chinese should be more ma- 
ture than North Koreans.” 

Peking's explanation for refusing the 
visas — because Peking has no diplomatic 
ties with Seoul — sounds flimsy to the 
Seoul government. China's relations with 
Indonesia have been frozen since 1967, it 
argues, yet Indonesians are allowed into 
China to attend UN agency meetings. The 
real reason for Peking barring South Ko- 
reans would seem to be that it is highly 
sensitive to North Korea's reaction to any 
move that China makes regarding the 
South. This was graphically illustrated in 
June when China, after sending officials to 
South Korea.to negotiate successfully 
over the hijacking, acceded to a demand 
by Pyongyang for a visit to Peking — albeit 
in secret — by Kim Jong Il, son and politi- 
cal heir of North Korean President Kim Il, 
Sung. 


Guu difficult position with regard to 
North Korea is not unappreciated by 
Seoul. But South Korean officials point 
out that the, Soviet; Union, which like 
China has close ties with Pyongyang, has 
been quietly but broadly responsive to 
overtures from Seoul. Since 1973, Mos- 
cow has allowed some 250 South Korean 
citizens, including two cabinet members 
and an ambassador, to attend interna- 
tional gatherings held in the Soviet Union. 
In October last year, the Soviets sent two 
Tass newsagency correspondents and a di- 
rector-general of the Ministry of Culture 
to an international museum conference in 
Seoul. 











By contrast, China's policy has seemed 
hesitant and inconsistent. In recent years 
dozens of South Koreans, some holding 
South Korean passports but others with 
American papers, have been allowed into 
China on business. In 1981 at least one 
person holding an official government 
passport was admitted. Also, members of 
the Korean community living in China and 
wishing to visit South Korea have been al- 
lowed to come here. 

Commenting on China's policy, a senior 
South Korean official said the Chinese 
were “at a loss as to how to handle both 
the South and North simultaneously." Al- 
though Peking is bending over backwards 
not to offend Pyongyang, Chinese officials 
have told visiting American officials and 
scholars that Peking is keeping a tight rein 
on Pyongyang in order to prevent the 
North Koreans provoking another war in 
the peninsula. 

In this respect, China welcomes the pre- 
sence of United States troops in the South. 
It has also been reported that the Chinese 
look positively on military cooperation 
between the US, Japan and South Korea 
as long as it provides a deterrent against 
the Soviet Union in Eást Asia. 

In its future dealings with China, South 
Korea is expected to adopt a two-tiered 
approach. On the basis of its recently an- 
nounced northern policy, Seoul will con- 
tinue to seek improved relations with both 
China and the Soviet Union. “Maturity 
and confidence will mark our diplomatic 
posture regarding détente with major 
socialist countries," Foreign Minister Lee 
Bum Suk said recently. As a result, Pe- 
king's failure to issue visas to South Ko- 
rean nationals is unlikely to halt Seoul's 
efforts to broaden contacts with Peking. 

But within a multilateral framework, 
Seoul is going to raise its voice against 
Chinese discriminatory policies. "As a na- 
tion with pride and dignity, we cannot let 
China consistently belittlé us in the inter- 
national community," said Lee Chang 
Choon, a prominent policymaker in the 
Foreign Ministry. Officials noted that dur- 
ing the May negotiations over the aircraft 
hijacking, South Korea allowed no fewer 
than 33 Chinese officials into the country. 

Within various UN agencies, South 
Korea's position has won sympathy. A cir- 
cular issued by the UNDP on June 30 “re- 
quested that the fundamental principle 
that all invited participants be allowed to 
enter the host country be firmly estab- 
lished before entering into any organisa- 
tional or financial commitment between 
the two parties.” 

According to Seoul's interpretation, 
that statement was tantamount to saying 
that the UN agency should not give finan- 
cial assistance or lend its name to any 
meeting at which the host government is 
not prepared to issue entry visas for all 
participants. Whether China will feel 
bound by a circular of this sort is open to 
question. But South Korea is determined 
not to let China get away with a policy of 
discrimination and will challenge it at fu- 

ture international gatherings. "This in- 
volves our dignity,” a Foreign Ministry of- 
ficial said. 
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BE 
BUSINESS CENTER 
BY 900AM. 


Our elevators deliver you right into the heart 
of Central. And if you are doing business in Hong Kong, 
that’s where you want to be. 


Not checking your watch as the ferry leisurely 
crosses the harbour, or seeing your schedule slip 
away in peak hour traffic. 


We are in the best location for business. 


We know what you are after. Convenience. Location. 
Service. Efficiency. Facilities to operate more 
effectively away from home. Secretarial services. 
Telex. Meeting rooms. Convention centres. 


And some of the finest restaurants and meeting places 
in Hong Kong, for the other side of business. 


The most demanding business travellers 
stay with us. 


X t EIOTEL FURAMA 
«NEZ & — INTER: CONTINENTAL 


EI 


pores Me 


1 Connaught Road, Central. Phone 5-255111 Telex 73081 FURAM HX 
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MALAYSIA 


Plantation ‘slaves’ 


Workers at an oil-palm estate set up by the government 
have been beaten and denied wages by a sub-contractor 


-= By K. Das 


Kuala Lumpur: Government and opposi- 
tion politicians here are joining a mount- 
ing wave of protest over what is being de- 
scribed as "the hell estate." In February a 
woman worker filed a report on alleged 
brutal working conditions at the Selanchar 
Empat oil-palm estate — one of many es- 
tates set up by Malaysia's Federal Land 
Development Authority (Felda) and run. 
like other Felda estates, by contractors ap- 
pointed by the authority. The affair was 
hushed up until July. 

The Star newspaper broke the story on 
July 9 after it conducted its own month- 
long investigation into conditions at 


—— Selanchar Empat, in Pahang state. The 


Star report said that about 40 workers 
were receiving no salaries from estate con- 
tractors and were beaten viciously at the 
slightest provocation or for alleged malin- 
gering. Pahang’s police chief, Syed 
Mohamed Noor Khamis, who had been 
quoted in newspaper reports as having 
said that he had found no evidence of cri- 
minal wrongdoing at the estate, later 
claimed that he had only said initial inves- 
tigations turned up no evidence. He also 
said he is now investigating three reports 


. of assault. 


Kuala 


Independent investigations into the 
conditions at the estate indicate that work- 


ers and their families had lived there for 


four years in the most degrading condi- 
tions and they confirm newspaper ac- 
counts of beatings. P. Ramasamy, an 


academic at University Kebangsaan, who 
carried out one such investigation in con- 
junction: with the Institute of Social 
Analysis, said in a report that the majority 
of the workers were taken to Selanchar 
Empat from Tanjong Malim and Sungkai 
in Perak state or from Raub in Pahang. 
They had been promised M$15 (US$6.44) 
per day plus overtime benefits but, ac- 
cording to workers interviewed by 
Ramasamy, the estate's sub-contractor, 
R. Krishnan, had paid the workers no- 
thing. 

Ramasamy said workers had been re- 
quired to report for work at 4 am. Each 
worker was assigned 112 palms to weed 
and any worker who failed to complete his 
task was given a severe beating by either 
Krishnan or by one of the sub-contractor's 
mandores, or supervisors. After the beat- 
ing, the worker had to finish the job be- 
fore returning home for the night. Severe 
punishment was also meted out for of- 
fences like gossiping and women workers 
were frequently assaulted by the man- 
dores and sometimes shut in chicken- 
coops for the night, according to 
Ramasamy’s investigation. 

Male workers were apparently treated 
most harshly. Some had been forced to eat 
dog excrement, and physical abuse left 
scars on workers. Several workers’ at- 
tempts to escape from Selanchar Empat 
resulted in even more severe punishment, 
Ramasamy's report said. 
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The story, when published, caused a 
public outcry — particularly in the Indian 
community, since most of the workers in- 
volved were Indians. Ironically, 
Malaysia’s trade union movement has 
long been dominated by Indians, and even 
today the leadership is in Indian hands. 

Another irony is that the Malaysian In- 
dian Congress (MIC), which is supposed 
to represent the country's Indian commu- 
nity, was apparently unaware of what was 
going on in the estate, which is only 20 kms 
from the constituency held by Deputy 
Housing Minister S. Subramaniam, who is 
also the deputy president of the MIC. An 
MIC vice-president, Deputy Health 
Minister Datuk K. Pathmanaban, caused 
a stir when he remarked that the disgrace- 
ful conditions at Selanchar Empat may 
only be the tip of an iceberg and that sev- 
eral other estates may have similar prob- 
lems. 


Snap — it's a breakaway 


The Sarawak National Party faces a crisis as a majority 
of its state assemblymen and national MPs resign 


Lumpur: The  strife-ridden 
Sarawak National Party (Snap) received a 
severe blow in mid-July when three of its 
six MPs and nine of its 16 state assembly- 
men quit to form a new party. Their quar- 
rel was over the expulsion of Daniel 
Tajem, one of Sarawak's three deputy 
chief ministers, from the party last month. 
They had appealed together with other 
Snap members that Tajem not be expel- 
led, but the party leadership, headed by 
Datuk James Wong, rejected their ap- 
peal. 

The rebels announced that the new 
party would be Dayak-based, not multi- 
racial like Snap. They also said that they 
hope to cooperate with the Parti Pesaka 
Bumiputera Bersatu (PBB) and the 
Sarawak United People's Party (Supp). 
which together with Snap form the state's 


ruling coalition. The rebels said they have 
informed Chief Minister Datuk Taib 
Mahmud and certain federal leaders of 
their July 18 decision to set up the new 
party. 

The new party will include three former 
Snap MPs who earlier had been expelled 
from or quit Snap because of their belief 
that Dayak rights were not being properly 
represented in the state. Dayaks are 
people indigenous to Sarawak. 

The resignations of a majority of Snap’s 
elected members to the state and federal 
legislative bodies are likely to trigger a 
crisis for the party at the federal as well as 
the state level. The best known among the 
three MPs to resign is Minister of Energy, 
Telecommunications and Posts Datuk 
Leo Moggie. If Snap is badly damaged by 
the resignations and loses its bargaining 


power, Prime Minister Datuk Seri 
Mahathir Mohamad will have to consider 
replacing Moggie in his cabinet. This is be- 
cause the ruling National Front coalition, 
of which Sarawak’s three-party ruling co- 
alition is a member, is designed to accom- 
modate coalition parties on the strength of 
their federal and state representation. 

In Sarawak, Snap is likely to lose influ- 
ence, having only seven members left to 
represent it in the 48-seat assembly. 
REVIEW sources in Kuching, the state cap- 
ital, say that Taib will have to decide whe- 
ther or not to accept the new party as part 
of the ruling coalition. It is understood 
that he will not reject the idea out of hand 
because that would mean facing a poten- 
tially strong opposition overnight. On the 
other hand he will want to avoid offending 
Snap. 

Now that those Snap members who sup- 
port Dayak aspirations have quit the 
multiracial party, Snap’s Chinese mem- 
bers are faced with the option of joining 
the Chinese-based Supp or the opposition 
multiracial but Chinese-dominated 
Democratic Action Party. — K. DAS 
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The Star's rival, the New Straits Times, 
was quick to find another “hell estate" in 
Keratong Dua, located on the highway be- 
tween Segamat in. Johor state and Kuan- 
tan in Pahang. Hundreds of workers there 
are now claiming that they have not re- 
ceived wages for the past six or seven 
years. | 


pore into the Selanchar Empat 
affair quickly moved, j;nto high gear 
after police denials, of wrongdoing were 
angrily brushed aside by opposition politi- 
cians and by MIC president Datuk Samy 
Vellu as “ridiculous,” Land and Regional 
Development Minister, Datuk Rais 
Yatim, under whose portfolio Felda falls, 
quickly agreed to assist, in the investiga- 
tions. The minister said Felda will review 
its policy of awarding contracts in its land 
schemes to ensure that the welfare of the 
workers is assured. 

The problem, of course, is that new oil- 
palm estates are not immediately product- 
ive. Labour is used entirely for weeding 
and fertilising and contractors tend to get 
the cheapest available labour and cut cor- 


ners whenever they can. Trade unions re- | 


quire that non-contract labour be paid 
minimum wages, which. results in high 
costs for contractors. It is already being ar- 
gued that ending the contract-labour sys- 
tem might mean disaster for several 
fledgeling estates. Contract labourers are 
not protected by unions. 


Felda. established in 1956, has 379 es- | 


tates in the country. The estates are run as 
plantations by contractors appointed by 
the authority. The contractors in turn let 
out the acreage to sub-contractors. Selan- 
char Empat was: sub-contracted to 
Krishnan by the main contractor, a firm 
called Union Company. 

Not surprisingly, everyone disclaimed 
responsibility for the plight of the workers 
when the scandal broke. But within a few 
days it became clear that Felda, the 
Land and Regional Development Minis- 
try, the Labour Ministry, the trade 
unions, the police, the MIC and the gov- 
ernment could not wash their hands of the 
affair. 
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an Fleming would surely have been 


mcis and gratified to learn this 
month (nearly 20 years after his untimely 
death) that his 007 James Bond was back 
with another popular film, Octopussy. 
Bond indeed is gaining the immortality 
of The Master, Sherlock Holmes (still 
alive and well in Sussex, with his 130th 
birthday looming on January 6 next 
vear). 

Fleming, my first Fleet Street boss in 
1948, when he was foreign manager of 
The Sunday Times, made only two visits 
to the Far East — first when he was writ- 
ing his series of Thrilling Cities books 
and then when he was writing his 12th — 
and, alas, penultimate — Bond adven- 
ture, You Only Live Twice, in Japan. 

So he would be delighted to learn that 
James Bond is re-emerging at a time 
when espionage activity is being re- 
ported everywhere in the world and 
when even Switzerland and Japan are 
expelling commie-dog 007s. (For the 
first time, China is allegedly 
being exposed.) 

Fleming asked me and my 
old Japanese mate, Torao 
"Tiger" Saito, a distin- 
guished war correspondent, 
editor, photographer and 
architect, to draw up the 
itinerary for his James Bond 
visit. "Tiger," of course, 
drafted the two-week odys- 
sey, which was the most in- 
structive, enjoyable, crowd- 
ed, leisurely, lively and 
hilarious trip1 ever made in 
13 long and happy years of 
residence in Japan. 

We travelled by car, 
steamship, train, hydrofoil, 
funicular, sedan chair and river-boat, 
stayed at Western-style hotels and lonely 
inns, purified ourselves at the Grand 
Shrines of Ise, crossed the Inland Sea, 
paid reverence to the great Japanese poet 
Basho (a poor Oriental's Shakespeare) at 
one of his innumerable birthplaces, con- 
centrated on sake, lay long together and 
argued ideologically in hot-spring baths, 
survived two mild earthquake shocks, 
met one of Tokyo's leading gangster 
bosses (murdered six months later) and 
drank turtle blood at a sayonara banquet 
with respectful members of Japan's new 
security police (good luck to them today, 
as the commie spies move in!). 

"Tiger" and I also had the privilege of 
studying at first hand Fleming's tech- 
nique of precise and meticulous investi- 
gation for the background and action in à 
James Bond adventure. (We were both 
lampooned in the book.) He devoted 
each day, generally, to travel, observa- 
tion and inquiries. Each evening he with- 
drew with a civil bow for an hour or two 
before dinner to record his impressions 
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Fleming: living on. 


HUGHES. 


of the day and to draw up questions for 
the morrow. n n 

Because of his heart trouble, his solit- 
ary exercises were prudently lubricated 
by a reasonable acceptance of bourbon 
— reasonable, because the supply which 
he carried in his suitcase lasted him 
throughout his pilgrimage. 

I asked him, did he really prefer bour- 
bon to Scotch? He offered an abstruse 
personal theory, which would have in- 
trigued his medical adviser, that the 
reaction of the cardiac muscles to bour- 
bon was less harmful than to Scotch. 
"The muscles expand under bourbon, 
Dikko, but they contract under Scotch," 
he told me, spreading and bunching his 
long fingers. Also, justifying his con- 
tinual cigarette-smoking, he insisted that 
the non-Scotch-like influence which 
bourbon exercised on his cardiac mus- 
cles also tended to correct ill-effects 
from nicotine. It seemed to "Tiger" and 
me that he was arguing that the more 
bourbon he drank and the 
more cigarettes he smoked 
the stronger his heart would 
be. 

I still wonder whether lan 
Fleming's grave has been 
properly identified in the 
semi-rural cemetery where 
he was interred, about half- 
an-hour's rail run from Lon- 
don. | went there with 
another old friend a decade 
after his death and with 
great difficulty we discover- 
ed his weed-covered grave, 
lacking any stone or identi- 
fication. I fixed a front-page 
story in a Fleet Street daily, 
and Fleming's widow came 
out with an apology that she had not 
pressed strongly enough for a recom- 
mended pagoda over his grave. lan would 
have laughed . . . 

Happier tourist footnote: May I 
warmly recommend to visitors to Japan 
the James Bond itinerary which "Tiger" 
Saito (also R.I.P.) and I finally drew up 
for Fleming's visit and his only Japanese 
007 adventure. 

Early morning express from Tokyo to 
Gamagori (first-class hotel); hydrofoil to 
Mikimoto's pearl fisheries; thence car, 
via the grand shrines of Ise, Matsuzaka 
and Nijo Jin-ya (house of secret cor- 
ridors and sudden death) to Kyoto (with 
special inspection of the ancient Shim- 
bun bordello, now classified as a na- 
tional museum); from Kobe, all-day 
steamship to Beppu, amusing and las- 
civious; to Mount Aso, a live volcano 
and another good hotel; then to 
Fukuoka and finally late-night express 
back to Tokyo. I hope I do the trip again 
— and | know that lan and "Tiger" will 
be with me in spirit. 
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ere is an old'stoty of someone lost in 
W the countryside, who stops to ask a 
is al inhabitant how to get to wherever he 
— was going. “How do I get to X from here?" 
the lost traveller asks. After reflecting for 
| awhile, tilting back his'hat, and removing 
© the straw from his teeth, the local says, 
"scratching his head: “Well, if I were you, I 
wouldn't start from here.” In Hongkong, 
you would have to change the story. The 
question is not so much how do you get 
from here to X but rather, where are we 
g oing to next? Where do we go from here? 
The question is peculiarly apposite to 
“myself. To explain why, I must be au- 
tc bic xgraphical for a while. The first per- 
son on the paternal side of our family we 
EN anything about was Edward Driver, 
e of the 500 settlers sent in 1820 by the 
Bi * Government to settle the troubled 
E order areas of the Eastern Cape in South 
4 . He was given what was euphemis- 
ally called a farm; in fact, it was a rock- 
Gare n area of hilly scrub, with which no 
prone could possibly have made a living. 

- It is still on some maps of that region of 
A Albany — Driver's Hill, it is called. And 
-mobody farms it even now. It is what 
‘people call “sour land." He did other 
ps for a living: trading, hunting, fight- 
ang — his name turns up in old diaries and 
_ newspapers of the time, as do the names of 
“his in-laws, his cousins, and later his sons 
and daughters and nieces and nephews, 
people like Little John Thackwray the 
— elephant-hunter. Not all of them were 

| very respectable, | must admit. 
—— In time the family became mainly more 
' (cn — lawyers, accountants, 
p strates, teachers, clergymen. I don't 
w when we stopped thinking of Eng- 
and as home. I think some cousins went 
ack there, and were lost from our view of 
nily history. The rest of us, however, 
2 were South African, and South Africa was 
E. — when I was a child, I never heard 
any of my family refer to England as 
_ “home,” though to do so was the classic 
- pattern of the colonies. There must, I pre- 
‘sume, have been a pull back there still; my 
E ‘grandfather went to fight in France, 
; and was killed there in 1916. 
In due course my father went on à 
- scholarship to Oxford, then back home to 
- South Africa, and, in his turn, went north, 
— to fight in the second war for King and 
_ Empire, the English king perhaps, but the 
African empire. He was captured at Tob- 
ruk, and spent the rest of the war as a pris- 
p gener of the Italians and then the Germans. 
You could say, I suppose, that we paid 
| for our share of Africa in sweat and blood; 
yet we fought for England too, and Eng- 
land, even if it was not home, remained 
— the centre of our empire, and very much 
| i art of our education, our religion, our 
anguage, our literature, our conscious- 
ness. So, when, in the early 1960s, I de- 
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o we go from here? 


cided I could no longer live in South Af- 
rica under its present regime, I went au- 
tomatically back to where the family had 
come from, first to complete my formal 
education, then to work, then to start my 
new family — with an English wife, and 
English children. 

In 1966 the South African Government 
refused to renew my passport, and in 
1969, with something like relief, I took 
British citizenship. England became 
home, consciously at least. Like most im- 
migres, | became — except for the trace of 
an accent which even Oxford could not 
eradicate English than the Eng- 
lish, and certainly. more patriotic than 
most of the English seem to be these days, 
except when they are busy repossessing is- 
lands in the South Atlantic. 

Then, in the late 1970s, an advertise- 
ment in an English newspaper — which 
happened to coincide with a recurrence of 
wanderlust — brought me to Hongkong, 
to a particular job in a particular school 
really, rather than to a country, if this 
strange place counts as a country. One 








South African- 
born Jonty Driver, 
headmaster of Is 
land School, 

kong, for the past 
five years, left the 
territory on July 22 
to take up a post as 
headmaster of the 
English public school, Berkhamstead. 








would do better, perhaps, to call it a city- 
state, and one should perhaps compare it 
to Carthage when that was an outpost of 
the Greeks, or to Alexandria, or maybe to 
Shanghai as it used to be. Certainly, I find 
myself curiously drawn to the old Shang- 
hainese internationals — the Russian Jews 
for instance, who moved east at the time 
of the Bolshevik revolution and the civil 
war, to the Sino-Soviet borders, then to 
Shanghai, then — when revolution 
reached there too — to Hongkong; and all 
the rest of the Shanghainese of various 
kinds, the Irish, the Austrians, the Par- 
sees, the Chinese themselves for that 
matter. 

I am not a sociologist, but if I were, I 
would like to write a book about that old 
community of Shanghai as it has been re- 
constituted in Hongkong: the merchants, 
the traders, the moneylenders turned 
bankers, the shipowners, the tailors, the 
jewellers, the chefs; and their children, 
the lawyers, the doctors, the accountants. 
Where do they belong? Hongkong? Not 
really, I think; they may stay a long time, 





to death even, but sooner or later they, or 
their children, or even their grandchild- 
ren, will move on. 

The very rich buy homes elsewhere: a 
flat in Knightsbridge, a house in Van- 
couver, a penthouse in Hawaii, a villa in 
Spain, a holiday-home in Provence, a 
sheep-farm in Australia. They extend 
their businesses, not just for the sake of 
business, but also so that their bases are 
far-spread: if something goes wrong in 
Hongkong, or if the lease runs out in 1997 
or 2027 or whenever, they will have some- 
where else to start from. The not-so-very- 
rich send their children off to other coun- 
tries to be educated, and if possible to es- 
tablish citizenship there, so that, if Hong- 
kong becomes untenable, the family will 
have a member somewhere else who can 
keep things going. 


arly on in my career as a headmaster in 

Hongkong, I learned that lesson; I was 
trying to persuade an English-speaking 
Chinese family to send a child in my school 
to university in England. No, the parents 
explained: the eldest son had gone to Eng- 
land; the next had. gone to Canada; the 
daughter was in the United States; this 
one was going to Australia. The interests 
of the family demanded it, I am quite good 
at arguing with individuals, even with 
parents; but you cannot argue with a 
whole family, especially when it includes 
the dead of three generations, and the un- 
born grandchildren too. 

And what of my own peculiar segment 
of the peculiar international community of 
Hongkong — the non-pensionable kind, 
those with contracts for two or three 
years? Sometimes we stay for a long time; 
the two years we thought we would stay 
for runs into six, 10 or 25 years; some of us 
have even been known to stay on after we 
retire, living on an island in a small house 
on the savings we put aside from our usu- 
ally munificent salaries and gratuities — 
but this is not our home. We will go back 
to our home places eventually — to New 
Zealand, or New South Wales, or New 
England, or New Delhi. We will go to live 
in the cottage in Dorset we carefully 
bought after we had been here five years, 
or to the farm house in the Dordogne 
which we thought of as an investment but 
which turns into the nearest thing we can 
call home. 

Or we may go sooner, if we can get a 
job, that is; for we know well that there 
are more British civil engineers actually 
employed in Hongkong than there are in 
Britain itself. Our class has very little capi- 
tal; what we have is tied up usually in a 
house; so we need our salaries, and even a 
month out of work can be a permanent 
disaster. But we are usually employable 
somewhere; the question is, where? 

Not long ago, I sat for most of a long 


JULY 28, 1983 e FAR EASTERN ECONOMIC REVIEW 


, . 
"we ‘s Wot Es o£ + 



















except fora 
| it all his life, 














| D is to go 
back where he though he 
Sil, and. mu ne there 






xgea his o W 
suade met 


























| : “Where 
| Da cottage 
A eke more 


a one ii in many 
se) that it is a 
ty lives out of 
se to which the 





in my view, they 
sooner or later, even for 
the most settled settlers. Do I go back to 
England to live through the remaining 
years of what I fear looks suspiciously like 
.a.class-bound collapse; while my natural 
- fellows (intellectual fellows-at least) argue 
about the trivialities of either a lazy 
“capitalism or a socialism. which has gone 
-+ rotten at the heart? ^7 
"Doing what work? Writing? When 
publishers go bankrupt? Teaching? Head- 
mastering? When there aré too many 
schools for too few children, and no 
. money for development, and little inv est- 
ment in an educational future, except in 
e better independent schools, which live 
under threat of the next election, or the 
. pext-to-next? Try to find a job in an inter- 
national school in a country I don't know 
too much about or care for? Go to live in 
_. the Dordogne? On what money? Retreat 
. still further from.my European heritage. 
^to Australia or New ‘Zealand’ ? 









“Or do I, as my South African friend . 


“said I should do, return quietly to South 
Africa, live in a seaside cottage all year, 

- write tame books and docile newspaper 
articles about. ‘The New Education’ and 

- “What South African Writers Want Next,’ 
- and let my children grow up wild and self- 
 . educated? I would get used to the hard 
. jump of the revolver under my pillow at 


if things go 








" night, and — with luck — it is too late now - 


. for my children to learn to. hate blacks in 
- general or, just as bad, to love them in 
. general. And then what? Oh, for me, a 
"grave near my more recent ancestors, in a 
hady place in the Eastern Province; but 
for my children no’ place: at all, not in any 
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tet PE d old ; | quite- | i 
public school, in à small town far enough 


far to be boring. The big question re- 
mains: what then? 

And when I have gone to this new tem- 
porary place of mine will I look back on 
Hongkong as a kind of paradise? Well, 
hardly a paradise, though even in the one 
inal paradise there was a serpent. 
flawed paradise then, like the country i 
my extraordinarily happy childhood, but 
now poisoned, too poisoned for me to go 
back to, much though I would love to see 
the aloes flowering in the Karoo, and go to 
sleep with the Southern Cross over my 
head. 
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see, yet I remain 
them otherwise. I have 
Hongkong, but I could 
rest of my life here, so T 
For how long? Ah, who k 

Driver’s Hill is still too stor 
grow there; and when I stop at th 
my straw- sucking peasant to say 
know I'm here, but where, oh whe: 
go from here?” He pushes his. 
from his forehead, scratches his he: 
says: “Well, my clever, middl 
exiled friend, I'm only a peasant; I 
here, deep-rooted; you had l 
keep moving." 








W. ill I wake up in the middle of the night 
in an English country town and long 
for the vibrance of jack-hammers pounding 
a building-site all night? The ol Chinese 
ladies who step aside for no one? The um- 
brellas with their points just at the level of 
my eyes as] struggle down a crowded side- 
streét in Wanchai? The convenience of 
concrete when I have to spend every sum- 
mer Sunday afternoon mowing an English 
lawn, gorgeously green but fiendishly fer- 
tile? The humidity sweating down the 
walls of Hongkong as I huddle in my over- 

































































We put your 
money to work for you 
worldwi 





TT. 
Forward contracts. 
Buying and selling banknotes. 
Foreign currency drafts. 
Foreign remittances. 
Travellers cheques. 

i International transfers of funds. 


| SINCE 1928 


neg * 




















: Perera F Far East Ltd. 406 Shell House, n 
ueen's Road, Central, Hong Kong. — 
"Telephone H. K.: 5-266141 For 






s 


X 

X wt? 

MI "4 
ra B 
> J 
1 





4 
m. 











` | 
iw 
z a 


Bluewater on a budg 














` E » ? j Li - oe 
TEZ] NDO O —À c. wfe £ "1— 
ge yt eu Ay 


D avs 
B uox 









" atris 
a. E ie det ° n 


» »* R9 LSI? e 1" 


















ery 
t ° . > À 
ac Mr EN, UE 


f 
"uA". "2 


Peking seeks to upgrade its defence at sea to counter 
the Soviet threat — but without breaking the bank 


By George Lauriat 

: On May 18, two Chinese 
navy ships, a 20,000-dwt supply ship, and 
a 2,000-dwt transport, slipped anchor 
from Zhanjiang naval base, the head- 
quarters for the Southern Fleet, and 
headed into the South China Sea. Over 
the next month, the ships went to the 


"9 southernmost point claimed by China in 


the South China Sea — James Shoal, only 
about 20 nautical miles north of the 
Malaysian state of Sarawak — and then 
out through the Bashi channel, into the 
western Pacific near Iwo Jima and back 
through the Ryukyu islands and the 


"Taiwan Straits to Zhanjiang. 


Two support ships on a training exercise 
do not make a *blue water" navy, but this 
long-range expedition took the small 
flotilla through three areas — the Paracel 
islands, the Spratlys and the Ryukyus — 
which China contests with other nations, 
and effectively marked out the future de- 
fence perimeters for China's navy. The 
mission also reflects a new awareness of 
the navy's shortcomings: the need for 
more sea time for officers and crew and a 
better understanding of the waters it must 
defend. 

The traditional role of the Chinese navy 
is a three-ringed defence. Some analysts 
believe the first ring, consisting of sub- 
marines working in wolfpacks, is stationed 


about 2,000 nautical miles from the main- 


land at the major entrances to the South 
China Sea. The second ring is composed 
of destroyers and frigates, and operates 
about 1,000 miles out, supported by the 
800 aircraft in the naval air force. Finally, 
these analysts believe, the inner ring is a 


__ force of patrol boats supported by shore- 


based artillery, missile systems and air- 
craft. Other experts believe the navy may 
not range so widely — that the outer rings 
may be a good deal closer to the Chinese 
coast. 

In addition to these formal defences, 
there are thousands of armed junks, the 
"fishermen militia," that act as mine- 
Sweepers, troop carriers, reconnaissance 
ships and simply as physical obstacles. The 
armed junks always fitted in well with the 
late chairman Mao Zedong's idea of a 
"people's war," and when the navy did 
flex its muscles, first in sinking the 
Taiwanese destroyer Taiping in 1954 and 
later with the overwhelming of a South 
Vietnamese garrison on the Paracels in 
1974, the propaganda emphasised the role 
played by the junks. 

In the 1950s and 1960s, the defensive 
posture of the navy was understandable. 
Most of China's ships were based on de- 
signs of Soviet vessels built during the late 
1940s and early 1950s when the Soviet 
Union's own naval emphasis was on coas- 


tal defence. The main offensive weapons 
that China inherited were Romeo and 
Whisky class diesel-powered submarines. 
However, the main thrust of Chinese 
naval building was on patrol vessels such 
as the Osa, Komar, Kronstadt and Hainan 
classes. 

In the context of the period, the plan 
was both relatively cheap and tactically 
sound. The strategy of coastal defence was 
based on the assumption that the most 
likely opponent was a conventional am- 
phibious invasion by Taiwan forces with 
United States naval un. pate Under that 
scenario, swarms of small warships such as 
China possessed would prove to be an ef- 
fective deterrent. Even after the 1969 
Sino-Soviet split, the tactical situation did 
not change radically because the US Navy 
was still in the South China Sea, effec- 
tively cutting off the Chinese navy's 
southern command from the rest of the 
fleet. However, in the 1970s the entire 
foundation on which China based its naval 
strategy shifted, and because of the tre- 
mendous internal struggles, the Chinese 
navy was not in a position to react. 

China's main military strength has 
naturally been concentrated along its 
northern border with the Soviet Union. 
However, China has always had fears 
about the “back door" of the south, of 
which the islands and waters of the South 
China Sea are the key. With the end of the 
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be a major threat to the south. Con- 
versely, the use of Cam Ranh Bay, 
Danang and Haiphong in Vietnam by 
Soviet forces offers a new threat to the 
southern flank. 

The combination of geography and 
qualitative improvements in the Soviet 
Pacific fleet have exposed the Chinese 
navy's deficiencies in tactics and equip- 
ment. The Soviet navy has since 1969 built 
a "blue water" navy capable of projecting 
power in the manner of a traditional naval 

wer. The prime mission of the Soviet 

acific fleet is to neutralise the US 7th 
Fleet, and it consequently has developed a 
large array of systems designed for de- 
stroying ships and US bases. 

In the context of a war with China, this 
Soviet ability means that with relative im- 
punity the Soviet Pacific fleet can act as 
the anvil to the Soviet army's hammer. 
With the bases in Vietnam, the Soviet 
Union can keep watch on the entire South 
China Sea and ensure that Soviet warships 
will have a base of operations on China's 
doorstep. 

For these reasons, the islands and wat- 
ers of the South China Sea are vital to 
China, and this is why the somewhat thin 
historical claim to the area is defended by 
Peking with such vigour. Whatever warn- 
ing China will receive of a naval attack will 
probably come first from its island obser- 
vation posts; they may not be *unsinkable 
aircraft carriers," but they are certainly 
unsinkable reconnaissance positions. 









hina's prime naval deficiencies are that 

the country has little anti-submarine, 
anti-aircraft or anti-mine capability, de- 
spite an awesome amount of fire power 
(more than 5,000 missile launchers). 
Nearly all its navy is concentrated in coas- 
tal regions, and the ships have very little 
sea-going ability. Only recently have war- 
ships been equipped with lines for the 
transfer of supplies at sea, or have classes 
like the fleet oiler Fuging or the 11,000 
dwt submarine-support ship Danjiang 
been built to increase the Chinese fleet's 
sea-going ability. 

Chinese naval analysts, like those 
around the world, followed the Falkland 
Islands conflict last year very closely. 
Their conclusion was that a ship’s ability 
to survive depended on it having a maxi- 
mum defensive armament to offset the ad- 
vantages gamed by sudden first strikes 
from aircraft equipped with weapons like 
the Exocet missile. On the loss of the 
British destroyer Sheffield to an Exocet 
missile, the Chinese analysts were quick to 
note that the electronics packed into the 
Sheffield's hull underneath the main deck 
were highly susceptible to attack by sur- 
face-skimming missiles. These are pre- 
cisely the weaknesses that the Chinese 
have built into their own fleet. 

The Soviet Pacific fleet has in its 
arsenal the Charlie class submarine, which 
can launch SSN-7 anti-ship missiles with a 
range of 65 kms and can either be equip- 
ped with 500 kgs of high explosives or a 
200-kg. nuclear warhead. More recently, 
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400-km. range. —— 

Added to the Soviet ability to use tacti- 
cal naval weapons to destroy any of the 40- 
odd major Chinese surface ships with rela- 
tive ease is the option to use strategic sub- 
marines like the Delta III, equipped with 
16 SSN-18 missiles with a 6,500-km. range 
and seven separate independently targeta- 
ble warheads, or the newly introduced 
33,000-dwt Typhoon class — the world's 
largest submarine — which is armed with 
20 missiles that have a 8,300-km. range. 

To overcome their own weaknesses, the 
Chinese are attempting to develop an anti- 
ship missile system, a submarine-launched 
ballistic missile (SLBM), an improved air 
arm and a better-trained navy. However, 
navies are expensive and the Chinese 
Government is attempting to hold the de- 
fence budget down to 15% of total govern- 
ment expenditure in order to build an 
economy which will provide more for its 
people. At the June National People's 
Congress, Yang Dezhi, China's chief of 
staff, said: "We will rely mainly on our 
own efforts to improve our weaponry and 
equipment while introducing advanced 
technology from other countries." This 
means that the navy cannot expect more 
money to do the new job. 

The decision to hold the line on defence 
spending has probably already been felt 
by the navy. In November 1982, the 
Chinese agreed to a £100 million 
(US$154.8 million) contract with Vosper 
Thorneycroft and British Aerospace to 
equip eight Luda class destroyers — 
China's best and most durable surface unit 
— with anti-aircraft Sea Dart missiles. 
The Sea Dart had a mixed record during 
the Falklands conflict because it was de- 
signed for attacking high-level aircraft, 
and most of the Argentine attacks were 
very low. 

The Chinese failed to sign the contract 
by the April deadline and the deal lapsed 
— the price was simply too high for a sys- 
tem that needs assistance from another 
missile, like Britain's non-exportable Sea 
Wolf, plus rapid-fire radar-controlled 
guns, chaff projectors, flare guns and even 
helicopters acting as decoys. However, it 
seems inevitable that the Chinese even- 
tually will buy some anti-aircraft system as 
their own efforts in this direction have not 
been particularly effective. 

The upgrading of the naval air arm 
could also be affected by austerity mea- 
sures. China has been converting its war- 
ships since 1974 to carry helicopters. Cur- 
rently, it is estimated that 10-13 vessels 
have been fitted out and that all of the 13 
Super Frelon helicopters which China 
bought for civilian use from France can be 
used aboard navy ships. 

These helicopters, along with 350 Zhi 5s 
(similar to the Soviet Mi 4 Hound) and the 
Dauphin 2SA 375 N, which China is build- 
ing under licence, could increase the de- 
fensive posture of the navy. The helicop- 
ters could help with anti-submarine, anti- 
mine and anti-aircraft work. 

The Falklands conflict has also in- 
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terested Chinese naval planners in 
VSTOL (very short take off/landing) 
fighter-bombers such as the Sea Harrier. 
The Chinese are undoubtedly terrified of 
the price of the Sea Harriers, but their per- 
formance in the Falklands was impressive, 
being able to cope with the Mirage III jets, 
whose speed is twice that of the Harrier, 
and also to undertake bombing and straf- 
ing runs. The Chinese would like to mount 
VSTOL aircraft aboard a cruiser-aireraft 
carrier-type vessel of around 20,000 dwt. 

The technology is well within China's 
shipbuilding abilities, as such aircraft can 
take off and land on nearly anything — às 
shown recently when a Harrier made an 
unscheduled landing on a Spanish con- 
tainer ship. Although the acquisition of 
aircraft similar to the Sea Harrier would 
greatly increase the defensive capabilities 
of the Chinese navy, it may well be pro- 
hibitively expensive in view of other 
priorities. 


poen the most important new wea- 
pon in the Chinese naval inventory is 
the SLBM. In October 1982 a missile was 
launched from a submarine and landed 
about 1,200 kms down-range. The test was 
important because it was the navy's first 
step from being à purely tactical defensive 
force to a strategic offensive force. 

Since the first prototypes of a SLBM 
submarine were launched elsewhere, it has 
taken China nearly 17 years to develop a 
successful system and China is still at least 
a decade behind the Soviet Union in deliv- 
ery systems and equally behind Moscow 
in warship construction. However, this 
gap could be narrowed very quickly. The 
Chinese long-range missile programmes 
are well supported and fit in with the coun- 
try's space effort. The emphasis on build- 
ing ships for export has meant that a great 
deal of foreign shipbuilding technology is 
flowing into China's shipyards. So the per- 
formance of the Chinese ships will proba- 
bly improve dramatically as new welding 
techniques (including X-ray and ultra- 
sonic inspection procedures), new designs 
for propellors and other equipment and 
better quality ship fittings come into gen- 
eral use. To a degree this process has al- 


ready begun. 





Given that the Chinese now have the 
technology necessary for the submergex 
launching of a missile, it is not unreasc na : 
ble to forecast that by the end of the cen 
tury the Chinese could have 30 SLBM sub: 
marines capáble of delivering missile: 
with possibly three separate warheads. It 
is unlikely that all these vessels will be nu- 
clear-powered as the Chinese do not need 
the endurance that such power plants 
have. In addition, diesel-powered sub- 
marines can be at least as quiet and dif- 
ficult to detect as nuclear submarines, 
which cannot shut down their reactor 
water-cooling systems. The nuclear powe 
plants are also considerably more expen: 
sive to produce. e 

The most cost-effective improvemer 
that the Chinese navy can make is to em 
phasise training. Originally the navy was. 
very much a guerilla force at sea, and most 
of its commanders were ex-soldiers. With 
the coming of Soviet advisers in the 1950s, 
the force became a more traditional navy. 
But this made the navy the target for at- 
tacks by leftwingers such as the Gang of 
Four, who advocated a more politicised 
fleet. The commissars aboard each vessel 
were responsible not only for the politica 
education of the men, but also for ba 
tactics. . 

In today's navy, the emphasis is on "ex- 
pert" rather than “red.” No officer lacking 
naval school training will be promoted to 
be a ship's captain. Cadets who have gone 
to naval school will have to serve one 
year's probation and to have undergone 
competitive examinations. The system is 
designed to weed out the incompetent and 
calls for the transfer of officers if they fail 
to pass on-board exams. The ese 
navy will also benefit from the tremen- 
dous amount of training the merchant sea- 
men are receiving aboard the domestic 
fleet, and the Peking-controlled fleet in 
Hongkong. | 

The Chinese navy is charting a course 
very different from that which the "Great - 
Helmsman" Mao would have thought cor- 
rect, It is a navy fashioned by pragmatists 
such as elder statesman Deng Xiaopinj 
and it promises to become an important 
instrument of Chinese foreign policy in- 
the future. a 
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ii inister after the March 5 Australian 
than Michael Jerome (Mick) 
the ebullient former sheep 
T, unionist, 
ary and politician. Young was re- 


post of special minister of state, 
‘put him in charge of the federal 
and electoral laws. E 

ate, Young has been a good dealless 
.. On April 22, before any official 
sment, had been made, Young 
ose. friend that the government 
to kick out a Russian" — à re- 
othe expulsion of Soviet Em- 
_ Secretary Valeriy Ivanov 
fay 26). Young’ s premature 
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York: In a dig at: Washington's 

mic sanctions, Afghanistan reports 
ts trade volume with advanced and 
oping capitalist. | countries 
bled since the Moscow-aligned regime 
ioor Mohammed Taraki took over in. 
The Kabul report, distributed at the 
‘Nations, predicts a further 7% in- 
for the fiscal em ar ending. Rexi 
h21. ` 











mation received from Kabul, said. in an 
erview that while the United States has. 
it off every penny" in assistance to the 
et-supported government of Presi- 
Babrak Karmal, 















istan in: December 1979. : 





picture projected. by- the govern- 
and Weedy said he h 








istics. at hand.- Thu w 
sted as the biggest trade pa 
indication of the value oi 


ved at. ihe prospect of Boon. | 


Labor Party national. 


or his loyal service to the party 


has | 


he Afghan UN mission’s Abdul Fatah 
edy, who compiled the release from in-- 


thë- European | 
mic Community i is showing signs of | í 
"the trade. restrictions it. applied | > 
the Soviet military moved into Af- | cooperates” with its neighbours to imple- 
"5...| ment the trade-potential guidelines laid 

| | paucity’ of dollar figures and. other i i 
arative data obscures: the perform- | 


ad no further E 




























Secretary t 


security committee took the decision to 


expel Ivanov, he also passed on informa- 
tion to another close friend, Eric Walsh, a 
lobbyist, restaurateur and one-time press 






trade representative in Moscow who now 


-has a thriving trade business with the 
| Soviet Union: | 


Young's release. of information from 
the cabinet committee came to light at the 
royal commission, Hawke established to 
examine all the circumstances surround- 
ing Ivanov's expulsion and his association 
with former Labor Party national secret- 


ary David Combe, who in 1973 succeeded. 
. Young in that position. Confronted- with 
*of nee information from T 


the revelation, Young immediately went 
to Hawke with his. resignation. 

But Attorney-General Gareth Evans, 
who was one of the six ministers who de- 
cided to expel Ivanov, told Hawke that he 
did not have sufficient evidence to be able 


Uj reports: a | doubling of trade with free-market economies 
> 1978, but statistical data remain unavailable 


trade beyond the assertion that "the turn- 
over between the two countries has grown 
by- one-third as against the first post- 
revolutionary year." There is a similar ab- 
sence of statistics to bear out the conten- 
tion that “despite the strained relations 


between Afghanistan and Pakistan, the 
latter is the second- -biggest trade partner" 


among developing countries. | 
The report adds that with India, which 
"holds a place of prominence" in Afghan 
foreign trade; the total volume of imports 
and exports has expanded by one-and-a- 
half times over the past five years. Among 
countries with which Afghanistan has 


‘trade and economic agreements, the re- 
port lists France, the Netherlands, Italy, 
Canada, Egypt and Bangladesh. 





Regionally, Kabul says it “actively 


down by.the UN Conference on Trade and 
Development. Among other things, it ex- 


plains, it cooperates in a project to study 
the possibilities of South-South trade and 
development exchanges with Bangladesh, 





adonesia,: Malay ia,-Nepal, the Philip- 


ngapore, Thailand and. 


| former prime minister Gough 

. Whitlam. Walsh told. a client of his, 
"businessman Laurie Matheson. 
- Russian. speaker. and former Per 


a fluent | 





| less rigid in impk 
the extent that 








in the coming weeks: So: too will the lob: ae 
byists. and friends who received informa- 
tion from the security committee so soon 
after it had met. Hawke says he is looking 
forward. to giving evidence. He and-his 
aides remain confident that when all the 
evidence is produced, the decision to 
order the expulsion of Ivanov and the 
blacklisting of SAM will both be vindi- 
cated. 

From the start, the government claimed 
that Combe's relationship with Ivanov 
had reached à point at which Combe 
might have been compromised. But no- 
thing has emerged so far, not even in the 
transcript of a bugged dinner party con- 
versation between Combe and Ivanov, 
which suggests that Australia's national 
security was in the shghtest | way 
threatened. | 

With Young the: first ministerial « casu- 
alty of what some: newspapers have 
suggested is a farce, the royal commission 
also has to probe the possibility that other 
more senior ministers leaked information. 








It also has to: examine the role of the 


Australian Security Hn Organi- 
sation, whose value has long been criti- 
cised by those ¢ on ur pet of Australian 
postes. f 























other Asian countries. The government 
says it plans to import US$23 million 
worth of commodities. from those coun- 
tries "in the near future." 

West Germany is listed second only to 
Japan as Afghanista ranking trade part- 
ner overall, surpassing, Weedy said, any 
communist-bloc country —- the Soviet 
Union included: In the five-year period 
covered, Afghanistan’s West German ex- 
ports, including half of its foreign sales of 
carpets, have grown to US$45.9 million 
from. US$16.4 million, “somewhat ex- 
ceeding” Kabul’s West German imports, 
for which no figures are given. Again with- 
out citing numbers, the Kabul report adds 





A.. 


. that British executives “show a great in- 


terest in Afghan commodities" and that 
exports to the British market have dou- 
bled since 1978. | 

Weedy said the trade comparisons do 
not include natural gas piped from Af- 
ghanistan to the Soviet Union and the 
"military hardware" that the Karmal re- 
gime receives from Moscow; both transac- 
tions; he explained; are carried out under 


‘barter agreements. 


The UN diplomat: accused the US not 
only of cutting off aid but of exerting pres- 
sure on three multilateral institutions — 
the World Bank: International Monet- 
ary Fund and the UN Development Pro- 
gramme — to curtail assistance to Kabul. 
By contrast; he added, the EEC appears 
ementing its embargo to 
ke the US, it doesn't 
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Don't leave home without it. 


The Avis Rent a Car & Driver Service - the American Express way. 
Now, every Avis self-drive car has an experienced local driver you can 
hire by the hour, when you need him. 

You can reach appointments relaxed and on time. Then, when business 

is over, you can take the wheel. 

This new Avis service is available in Bangkok, Hong Kong, 
Jakarta, Kuala Lumpur, Manila and Singapore. 






And of course, you can sign for all your rental charges 
quickly and conveniently with the American 
Express Card, without having 
to pay any deposit. 
Avis and American Express - 
we'll make you feel like you 
never left home. Avis features GM cars. 








‘It took Marco Polo 
alifetime to do 


what we doina day 


“For the real traveller, the world is getting bigger" 
Marco Polo 
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| ARCO POLO travelled far to bring together 
the wonders of East and West. But he never saw 

| some of the places Cathay Pacific can show the real 
traveller today. Places he can reach in a day that would 
have taken Marco Polo a lifetime. 

Today, the real traveller flies in the hands of 

experienced pilots. Aboard our fleet of Rolls-Royce 

powered 747s and Super TriStars. Enchantingly 

attended by the grace and beauty of nine Asian lands. 
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Cathay Pacific is the airline that has chosen 
Marco Polo as its inspiration. 








For he was the worlds first real traveller. 
He discovered the best of East and West. 





And his secret is now ours. 
Cathay Pacific is the airline devoted to the real 
traveller. To you, the modern Marco Polo. 
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» | here is 
a better way. 


Find it!« 


— Thomas Edison - 






ECONOMICS 


Timely, though not thorough 


China and Hong Kong: The Economic 
Nexus edited by A. J. Youngson. Ox- 
ford. University Press, Hongkong. 
HK$95 (US$13.50). 


THIS collection of 
academic ^ essays 
only scratches the 
surface of their topi- 
cal theme. Aiming 
BW to extend beyond 
journalistic cliche 
and examine the nitty-gritty of the eco- 
nomic interplay between two diametri- 
cally opposed systems, the conclusions 
drawn pose as many questions as they ans- 
wer. Still the results serve as a useful first 
effort in what the editor rightly describes 
as a “fast-changing situation.” 
Undoubtedly the best contribution is 
that of Y. C. Jao of Hongkong University 
Economics Department on Hongkong's 
role in financing China’s modernisation. 
He chronicles the undeniable benefits 
Hongkong provides China in foreign-ex- 
change earnings both as an importer and 
as an entrepot centre for re-exports. Jao 
calculates that China, using its trade 
surplus with Hongkong to finance its de- 
ficits with other countries, has earned 
US$23.8 billion since 1950 in trade surplus 





alone from Hongkong. It is also interest- 
ing to note that the continuing growth in 
re-exports has survived the bitterest of po- 
licy debates in Peking. Still, the profitabil- 
itv of the relationship needs to be set in 
context. Jao makes the telling point that 
China's total annual earnings from Hong- 
kong amount to less than 1% of its gross 
national product. A convenient arrange- 
ment does not necessarily translate into à 
dependent one. 

Otherwise, the various studies provide 
a history of China's growing involvement 
in the Hongkong economy as it has pur- 
sued modernisation. Not all of it has been 
judicious — for example, the mainland 
banks' financing of Hongkong property 
developers during the dizzier heights of 
the boom. There is also a worthwhile 
piece on the so-far poor progress recorded 
in industrial cooperation between Hong- 
kong and China. In general, Hongkong 
entrepreneurs have proved more willing 
to back property ventures in China than to 
invest in manufacturing industry. Where 
they have, results have been mediocre. 

Less explored in these studies, perhaps 
deliberately so, is conjecture on where 
the relationship is likely to lead in the 
future. The special economic zones, for 
example, are often mentioned but barely 


HISTORY 


Complexions of the Janus face 


Vietnamese Communism, 1925-1945 
by Huynh Kim Khanh. Cornell Univer- 
sity Press. No price given. 


IN late August 1945, insurrectionaries 
who had just seized power in Hanoi or- 
ganised themselves into armed platoons 
and tramped across the Paul Downer 
Bridge to greet guerilla units arriving from 
the northern hills. Singing revolutionary 
songs, and brushing past Japanese guards 
on the bridge, the two groups then entered 
the capital together, marching between 
long lines of cheering, flag-waving Viet- 
namese citizens. 

Vietnamese Communism, 1925-1945 
helps us to understand those important 
events of 1945, and much that followed. 
Khanh devoted almost two decades to re- 
searching and writing this book, first as a 
post-graduate student at the University of 
California, Berkeley, then as an academic 
in Canada and Singapore. Although 
trained as a political scientist, he wisely 
avoids the jargon and grand theorising 
characteristic of his discipline, instead 
writing what amounts to a detailed intel- 
lectual history of the Communist Party of 
Vietnam (CPV) in its formative stages. 

Khanh’s main theme is what he calls the 
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“Janus face" of early Vietnamese com- 
munism: on the one side committed to 
proletarian internationalism, on the other 
to revolutionary patriotism. This is a real 
issue, one that certainly concerned Viet- 
namese activists at the time, and which 
students of Marxism-Leninism in other 
countries will recognise as well. Although 
proletarian internationalism is now de- 
funct, with every communist party either 
defending or seeking to acquire state 
power, its vitality during the first 
half of the 20th century was very real. 

Unfortunately, Khanh 
is not consistent in the 
way he relates one face 
of Janus to the other. 
Early in the book he in- 
troduces a plant-grafting 
metaphor, whereby the 
foreign scion of proleta- 
rian internationalism is 
said to have been in- 
serted into the native 
stock of Vietnamese pat- 
riotism, ultimately pro- 
ducing a successful hy- 
brid. Later, however, the 


author tends to ignore |I 9 se e 
f conflict. 


that fruitful hypothesis 








































































CARPE O T: 3128 
discussed in detail. This is unfortunate. 

The book's final essay seeks to set a 
broader context, examining the Hong- 
kong success story às an economic mode 
for Chinese cities. The conclusions are 
fairly obvious in terms of the advantages. 
of a free market economy over the 
bureaucratically controlled one, with Au- 
drey Donnithorne of the Australian Na- 
tional University placing most importance 
on the rule of law, the provision of a lega 
framework and predictability and stability 
of government. True enough, thougl 
many people living in Hongkong might 
disagree with the writer's assertion hat 
the local judiciary is independent of the 
executive arm of government. B 

One interesting line of future inquiry is 
suggested at the end of her piece when she 
moots the idea of a comparative study or 
the economic “outreach” of Hongkon 
and Shanghai on their respective hinter 
lands — though at present the basic re- 
search material for such an exercise is 
lacking. This is the problem limiting all the 
contributions to this volume. The resull 
ing vacuum of information means that the 
curious but fascinating interplay betweer 
capitalist enclave and a predominantly 
peasant economy is likely to remain a sub- 
ject of academic conjecture rather thar 
documented fact. In the meantime, what 
happens in the future must remain a mat- 
ter of part speculation and part faith, 
Those looking for an insight into the lease 
issue will not find it here. — CHRIS WOO 
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v 
in favour of arguing the existence of inter 
nationalist and patriotic segments within 
the CPV. Finally, he comes close to blam 
ing the alleged internationalist segmen 
for all the party's failures, and crediting 
the patriots for its ultimate success, — — 
The latter two interpretations appea 
unconvincing. Rather than party seg. 
ments, it is probably more accurate to. 
speak of countervailing currents. Meme 
bers differed within the Indochinese Come 
munist Party (ICP) partly because of di- 
verse backgrounds, but mainly Ise 
they were exposed to an extraordinary 
array of new ideas and simultaneously 
forced by brutal colonial circumstance to 
make life-or-death choices. Given these 
pressures, and recalling the 
extreme fissiparous tenden- 
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cies of most other com 
munist parties in Asia at 
that time, Khanh ought to 
have been asking how Viet- 
namese communists man- 
aged to stay together, not. 
positing two antagonistic 
segments for which there is. 
very little hard evidence. - 
It is true that a sort of pro- 
letarian reductionism per- 
meated ICP statements for — 
almost five years up to 1935. - 
Constituting less than 3% of 
the population, the Viet- - 


45 " 


L| | 21101 







" 
4 | 


> ENY "m e — d 


 here'sa a double. 





































The China 
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riim 1982/83 
: b. the information 

n China you'll ever 
e ad ! 
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N ow only US$60.00 


e 9 939-page China Official Annual Report is without 
oubt the single most complete reference work ever 
yroduced about China. Its contents range from the land 
ind its people to business, economics, finance, culture, 
ducation, politics, science and technology and countless 
othe er subjects. 

at is it? 

result of thousands of man hours the COAR 1982/ 
as written and edited by the New China News 

Co »mpany. a group of dedicated professionals who know 
ù ‘hina intimately. The result is a book of unmatched 

re: pon and depth. 

10 needs it? 

com Nrpletely indexed, the COAR 1982/83, like the Law 

! ini aal, places thousands of facts and bits of information 

t your immediate disposal. And like its companion 
)ublication the COAR is essential to businessmen, 
anciers, students, professors and virtually anyone with 
nee d to know or a keen interest in China of today. 

eral use of charts, maps, tables and colour photos 

M cns es the COAR enjoyable as well as informative 
e zadi g. 
v to get it 

J lider your copy(s) now by simply completing the 

soupon below and returning it together with the indicated 
»ayment of US$60.00 (or the equivalent in local 
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Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 
China's legal system. 
Now only US$85.00 
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The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single handy 
up-to-date volume. 

What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 
indicated address. 
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namese working class was hardly a foun- 
dation upon which to build a revolution. 
Khanh blames the Comintern for this 
folly, with good reason. However, he 
seems to go further, barely concealing his 
distaste for any fellow Vietnamese who 
would accept orders from Moscow. This 
ignores the fact that to be a communist in 
the 1920s and 1930s was to place oneself 
under Cominterm discipline. Of course, 
one could become a Trotskyist, and some 
Vietnamese did precisely that, but they 
were even more transfixed by the mys- 
tique of the proletariat. Indeed, Khanh 
quotes a Trotskyist writer asserting: 
“Only the workers can practise the theory 
of Karl Marx.” 

As it turned out, some of the same ICP 
members who preached proletarianism in 
the early 1930s were out among the peas- 
ants by the end of the decade. They also 
probably made up the majority in the ICP 
central committee when in 1939 it de- 
clared a strategy of armed struggle for na- 
tional liberation — 16 months before Ho 
Chi Minh was abie to return to Vietnam 
and assume leadership. Khanh does not 
dwell on these changes, preferring to 
stand by his static image of dogmatic pro- 
letarian internationalists versus well- 
grounded patriots. 

Having voiced these reservations, it is 
important also to recognise how much of a 
step forward Vietramese Communism, 
1925-1945 represents when compared 
with earlier books on the same topic. In 
the West for at least 20 years, Vietnamese 
communists were pictured as mindless 
cogs in a giant machine. American organi- 
sational theorists in particular declared 
the irrelevance of ideology when trying to 
comprehend the success of Vietnamese 
revolutionaries. The CLA's Phoenix pro- 
gramme assumed that the key to victory 
was disrupting the enemy's structure by 
identifying and killing local leaders. 
Khanh, by putting minds back into the 
heads of Vietnamese revolutionaries, 
goes a long way towards explaining 
why French and American strategies 
failed. 

Nothing remains the same. Vietnamese 
communists displayed uncommon in- 
genuity and tenacity when fighting the 
foreigner and his clients. They destroyed 
landlordism in the North and established a 
fair, reasonably efficient system of ag- 
ricultural cooperatives. However, since 
1975 they have stumbled often, especially 
when trying to integrate northern and 
southern societies, to promote economic 
development, or to Offer the vounger gen- 
eration a sense of purpose. It may well be 
that many of the ideas and experiences 
garnered in 45 years of bitter conflict are 
now obstacles to progress. As believers in 
the historical dialectic, Vietnamese com- 
munists ought to be able to deal with that 
proposition — unless, of course, the party 
as an institution in power has indeed over- 
whelmed all ideological creativity. As a 
concerned Vietnamese, but standing out- 
side the system, Khanh could write a valu- 
able sequel to this book analysing what 
happens to a communist party in power. 

— DAVID MARR 
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Nuts and bolts tts of factory life 


Japan in Lane: An In- 
sider's residue y Life in a Ja- 
oce pd onte iy E Seton a 
mata. George All ‘Unwin. £9.95 
(US$15.40). 


THE Toyoda family had made its reputa- 
tion in the textile business. In 1933, how- 
ever, a decision was made to establish a 
car division of the Toyoda Automatic 
Loom Works. Two years later, Japan's 
first domestically manufactured “automo- 
tive vehicle” was put on display in a 
Nagoya showroom and the spelling of the 
company was changed to Toyota. The rest 
is history. Today, an automatic display 
panel at Toyota Hall clicks forward every 
few seconds clocking the number of vehi- 
cles produced — and measuring the wis- 
dom of the company fathers in diversify- 
ing a half-century ago. The clock recorded 
the 20 millionth Toyota i in 1976 and accel- 
erated past the 30 million mark in 1980. 
Perhaps there is need for a similar clock 
to gauge the number of sociologists, 


Tayota production line: a different image. 


economists, historians and assorted 
Japan-watchers who write learned tracts 
to explain the Japanese miracle to the rest 
of the world. Herein lies the reason for 
singling out Japan in the Passing Lane for 
special commendation. 


——— 





Kamata is a freelance journalist who , 


signed on as six-month “seasonal” em- 
ployee 8818639, in Squad 233, the Fifth 
Machine Plant of the Toyota Motor Co. 
The book is a distillation of his experi- 
ences — providing a production-line 
worker's view of Japan's car industry. 
Written in the tradition of investigative 
journalism — of the kind that must turn 
corporate public-relations staff prema- 
turely grey — the book is a one-sided law- 
yer's brief and must be read as such, but it 
is the more convincing because of its di- 
rect, low-key and unemotional style. 
Kamata simply describes in diary form 
what it is like to be responsible for fixing 
six bolts into transmission boxes that roll 
past him every 8Ü seconds, offers an occa- 
sional reflection always well supported by 
his own observations, and permits the 


reader to draw any E$ conclusions 
which the book might have to offer. 

The diary will serve as a counterfoil to 
the many glowing accounts of contented 
workers singing company songs, basking 
in womb-to-tomb paternalism dispensed 
by sympathetic superiors, and enjoying 
subsidised dining, housing and recrea- 
tion. Kamata's fellow workers grumble in- 
cessantly and write mildly hostile graffiti 
on lavatory walls. The chief function of 
the bosses is apparently to discourage 
workers from absenting themselves for 
sickness or even for their contractually) 
guaranteed vacation days. | 

The food in the dining hall. while inex- 
pensive, is “poorly cooked and tastes 
awful" and has to be eaten on the run. The 
| living quarters resemble not so much a 
company dormitory as an army barracks 
complete with chain-link fence and super- 
visors who freely enter workers’ rooms; 
"Privacy is not a value Toyota seeks to 
maximise," Prof. Ronald Dore notes 
in his introduction. “Even a mans 
biorhythms and what 
time he goes to bed are a 
matter of the firm's con 
cern, if they are likely to” 
have any bearing on his 
productive efficiency OF 
his proneness to acer 
dents." 

The tedium and physi- 
cal exhaustion of produc- 
tion-line work take their 
toll on Kamata. “Some 
thing in me is breaking,” 
he writes at the end of his 
first month. But there is 
no chance to pause or 
slow the pace or even go 
to the bathroom — “ef 
forcement of rationalisa- 
tion has eliminated relief 
workers," the author explains. Nor 1 
there any point in appealing to the union 
to redress grievances concerning hne 
speed-ups. forced overtime, or even 
dangerous working conditions. The union 
officials are company employees and in- 
variably defend the firm’s sacrosanct pro- 
duction targets. 

Accordingly, there is nothing to do but 
submit to the “silent coercion” of the line. 
If you slacken your pace, it means that the 
man next to you must work all the faster, 
and it also raises the dread spectre of over 
time if, God forbid, the line has to be stop- 
ped. “So we do our job in a hell of a hurry 
to keep our fellow workers from suffering. 
That is how Toyota raises output." 
Kamata concludes. 

There are, of course, far more ingre- 
dients to Toyota's success story than that. 
However, Kamata's experiences need to 
be considered in assessing the popular 
image of Japan as No. | and in speculating 
on the transferability of Japanese manage- 
ment techniques to the West. 


— JOHN BOYLE 
4] 





China will turn the south into a‘hyge:n 


The Cant 


By Teresa Ma H 
Hongkong: Blueprints of China's látest 
regional economic cooperation zone, re- 
cently unveiled at the Canton Municipal 
People's Congress, have indicated. the 
wish of Chinese officials eventually to 
place Hongkong and Macau under 
Chinese domestic economic planning. 
The planned economic zone, centred on 
Canton in Guangdong province, covers 17 
major cities and counties across provinces 
in the Zhujiang (Pearl River) delta. Por: 
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Guizhou, uldeniathy the significance of 
regional eoóperttóm hl China's economic 
restructuring “€8peeRilly as Chinese plan- 
nets ‘confront wnéVen' distribution of re- 
sources arid unbalanced ecdtiomic deve- 
lopment -xerbks! the Xountry. ‘The five- 
year-plàám''fag^19842851^which was pub- 
lished-onty dae in 4982! pointed out that 
régional | coapeftillon'dnvolves ‘the ex: 
ehange of raw materials, industrial goods 
d technology) ousolsio or 
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Deng Xiaoping which? promulgated’ the 


policy of puttig’moneywhere it will be 
most profitable +<thatis, in the light and 
textiles industries ifi nibdernised cities — 
While allowing thotess-déveloped areas to 
study the know-how oftheir more 'pros- 
perous partners!) Thé! boticept abolishes 
the late chairmatrv™ab Zedong’s firm be- 
lief in and inyplementation of local self- 
sufficiency =+ adslbel fürnace in every 
backyard... ©) ehoq uev " 

The new zone folldwbthe setting up of 


tions of the Guangxi Zhuang Auto- |-— It was the 1éaderihip of elder statesman 
nomous Region, and Hunan, Hubei, Yun- 4 baw side od ita «notat ie, 

nan, Guizhou, Jiangxi and Fujian pro- 
vinces, with a combined 317.7 million 
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the Yangtze déltiezopieh ih 1982 which en- 
compasses the most prosperous and indus- 
trialised areas in China — Shanghai 
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people or a third of the entire Chinese 
population, will be incorporated into thes 
zone. in à 

Hongkong and Macau will join the zone 


at a later stage, the Chinese officials are f 
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expecting, turning it into a domestic and: 
world economic giant. "In the long run; 
Hongkong and Macau should also be in-- 
cluded,” said Mai Yang, director of the 
Canton Municipal Planning Commission, 
who unveiled the plan. Si 
The scheme did not prescribe economic 
responsibilities for Hongkong and Macau. 
But its announcement surprised many. as 


vation of enterprises — all of which are 
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municipality’ anw@oth adjacent Jiangsu 
and Zhejiang prosfiices/sA northern eco- 
nomic zone alsó MIatfhcl-is headquarter- 
ed in Shaanxi’ per comprises 
Inner Mongoliatrtmd NiMeSia autonomous 
regions and "Shanxi/odnd Henan pro- 
vinces. i noi? 

The: Shanghánbaktw Yangtze delta 
zone encompásśšdsbšó Wüllión people, 10 
major cities and 5bhüeuhities: The delta oc- 
cupies 50,000 sqidernglaiv 0.5% of China's 
‘total area, but it&lvéragé'agricultural and 
industrial. outpwt'exeteds US$1,000 per 
capita a year yollo be achieved by 





its timing coincided with Sino-British le cu IB Itc ' the rest of China only by the year 2000. 
negotiations on the future of Hongkong. ro eor seme i S Traditionally knoWavls$sqhe-*Tand' of fish 
The development programme apparently Wea Unt iine T" ees and rice," the deltal Ve tel 2096 ‘of China's : 
has Peking endorsement, though a 2m guiar ROU. fL | agricultural and'tpdéstribl outpat value, 
number of observers remain sceptical |] — Sts neono 01 oasi OF niu 1 and a‘ quarter "ofi theseduntry’s total ré- 
about the ambitions, which appear to Ya aT 620) sre 21 Lota venue, according tohiXlliluaà néwsdgency 
reach far into the workings of British-ad- e "eese c mollis TRAD : report. My d Mw vh 
ministered Hongkong and the Por- Mae cose og To TON The more mHéleraiged cities in the 
tuguese-run enclave of Macau. we eno or Men rt E i -~ 

To consolidate the delta economic | arat cepi 2,5) TERR E w 
zone, a large investment will be made in "^ tuei 4 
transport, energy and the technical reno- iD PIC": 


vital to foreign trade. A new power grid is 
being built for this southeast region where 
industries flourish but both coal and wate 
resources are scarce. 2 
To improve access to the delta, the pace 
of transport-infrastructure growth will be 
uickened. A major construction item is 
the renovation of the Peking-Hengyan (in 
Hunan) section of the Peking-Canton rail- 
way, the cargo-handling capacity of which 
will be raised to more than 100 million ton- 
nes a year on completion in 1987. New 
railways to be built are the Maoming-San- 
shui line which will connect Guangdong to 
Guangxi, Yunnan and Guizhou via 
Maoming, and the Meixian-Shantou line 


linking Guangdong to Fujian and Jiangxi - 


in the east. 

The Pearl River delta economic zone 
has taken in less-industrialised and less- 
populated provinces such as Yunnan and 











à! 5) 
4 
ME cd 


| ih E ot * 
i$ d À i 


e! i 






: 17 al rey ty ' i 
Deng, Canton street, scene: tish, rice — and industry. 











JULY 28, 13883 e FAR EASTERN ECONOMIC REVIEW 





Yangtze delta zone will concentrate on ad- 
vanced, precision and new industrial pro- 
ducts manufactured mainly for export, 
leaving the more backward cities to cater 
to domestic demand, according to a report 
by the official newsagency. In the north- 
ern zone, attention will be devoted to pro- 
ducing consumer goods, transport and to 
heavy and energy industries. Detailed 
development plans for both economic 
zones are to be finalised by 1985. 

The Yangtze delta zone is to make the 
most of Shanghai's advantageous geog- 
raphy and superior expertise in shipping, 
foreign trade and adaptation of imported 
technology. It is hoped that the delta will 
grow into a "national transit base" for 
transferring imported technology to the 
rest of China. Berths will be added to 
Zhejiang and Jiangsu ports to relieve 
Shanghaiís congested harbours which 
handle some 20% of China's total foreign 
trade. 


he office in charge of economic plan- 

ning for the Yangtze zone, located in 
Shanghai, is directed by Wang Lin, a 
former adviser at the Ministry of Water 
Conservancy and Power. Shaoxing, in 
Zhejiang province, houses the delta's 
statistical information headquarters, 
which works together with an information 
centre for the chemical industry and the 
Nanjing-based International Finance So- 
ciety. The society provides consulting ser- 
vices and is attempting to develop Shan- 
ghai into a world centre for financial infor- 
mation and international accounts settle- 
ment. 

One of the pilot projects soon to be 
undertaken by the zone is the setting up of 
a company to supervise the production of 
Phoenix and Eternal brand bicycles, both 
currently being produced in Shanghai. 
The new company will be the result of 
merging Shanghai bicycle factories with 






CHINA'S 


six bicycle plants and 31 bicycle-parts 
plants in Jiangsu and Zhejiang. 

The new river delta economic zones are 
to maximise their natural conditions 
which are favourable for trade and trans- 
port. They are extensions of China's 
economic transformation programme 
which urges more interchange between 
the prosperous coastal areas and the less- 
developed inland areas. The southeast — 
comprising mainly the Pearl River and the 
Yangtze delta zones — accounts for 94% 
of China’s population and 95% of its total 
industrial output, according to the 
REVIEW’s China Trade Report. Depleting 
coal, forests and other resources in the 
east are abundant in the west. The east has 
capital and people while the west lacks 
both. 


“If an east-west dialogue is launched 
and sustained throughout the country, the 
undeveloped regions will be able gradu- 
ally to catch up with the developed ones 
and stimulate further advance by the lat- 
ter, thus bringing about an all-round up- 
surge in the national economy,” an article 
in the influential journal Liaowang said. 

Tianjin municipality, according to the 
article, already has 410 cooperative pro- 
jects in 22 of China's provinces, adminis- 
trative regions and municipalities. 
Yichang on the Yangtze River is involved 
in more than 60 cooperative projects with 
enterprises in Shanghai, Peking and Tian- 
jin municipalities and Jiangsu province. 
The English-language China Daily re- 
ported that Yichang’s textile output value 
has doubled since 1980, when the plan 
began on a trial basis, while profits shot up 
150% and profit per spindle rose from 
Rmb 35 (US$17.6) to Rmb 100. Shanghai 
also helped the Luoyang sewing-machine 
factory in Henan to raise the output and 
quality of its products so that the factory's 
loss of Rmb 5 million a year has been 
turned into a profit of the same amount. 

Regional coordina- 
tion has also helped to 
solve the nationwide 
problem of insuffi- 
i cient fuel, raw mate- 
g rials and funds. Shang- 
hai and Liaoning. for 
example, have jointly 
invested more than 
Rmb 20 million in 
Inner Mongolia for 
phosphorus mining. 
Peking and Tianjin in- 
vested in Inner Mon- 
golia to build bases for 
producing sugar, beef 
and  mutton. The 
investment arrange- 
ments are similar to 
those of Chinese for- 
eign  joint-ventures 
but encounter less 
bureaucratic hold-ups 
and do not face the 
problem of raising 
foreign funds. 
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Benevolent 


spendthrifts 


Japanese local government 


is a key factor in the erosion 


of the country's finances 
By Mike Tharp 


( 


- 


Tokyo: One of the reasons the Japanese - 
Government's cumulative budget deficit | 
now approaches ¥ 100 trillion (US$417.01.. - 
billion) may be found in a public meeting . 


hall in one of the country's 47 prefectures. 
The new building has five entrances. Each 
doorway is designated for a. different 
group — the Hall for Working Ladies; the 


Hall for Elderly Persons; the Hall for Re-  - 


habilitation Programmes, and so on. 
Behind each entrance leads a trail to a 
benevolent government ministry: the 
Ministry of Labour, Ministry of Home Af- 
fairs and Ministry of Health and Welfare, 


for example. The building itself represents. — - 


a clever ploy by local-government officials 
to grab as much money in the form of cen- 
tral-government subsidies as they can. 

In some cases this has meant double= 


and triple-dipping into the national trea- : 
sury by local officials for essentially the . 


same construction project. The building is 
then enshrined with five entrances below 
the appropriate plaques 
Tokyo’s largesse. This is all quite lega], It 
is even encouraged by some ministry 
bureaucrats. The result is that the national 
budget sinks even deeper into the red. 
The issue of local public finance be- 
comes more critical by the year. Hence- 
forth, the central government's well- 


documented spiral into deficit (REVIEW, 


Feb. 3) will be accelerated unless local 
budgets are brought under 
scrutiny and control. “Local and central 


governments both face a crisis of fi- 


nances," said Takeshi Fujii,» budget 
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examiner of the Ministry of. Finance . 
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iue. No. dice budget item was.as large. 





: increased every year between 16 
This year's ¥2.39 trillion cut from last 








Local public finance in the context of 


ture, outlays by the central government 
dinarily account for some 6% of all 










al economy is much more important 
the central government's. 








is now  budget-preparátion time 
in. Until recently, one of the few 
tary sacred cows had been the 
transferred taxes and subsidies to 
governments. Now officials in MoF 















grammes. "We have been living in a 
ol’s paradise," said Masatoshi Hayashi, 
stant protessor at Yokohama Munici- 
University and adviser to the central 
ernment on public finance. 
uld be a close examination of services 
ublic sector should provide the pri- 


















c money is their money. 






e local level. Retirement allowances, 
stance, have been allowed to surpass 
ose of central- -government employees 
s much as 13075, with some pensions 
ceeding those paid by private enter- 
ses. “Pay padding is also rampant," ac- 
ing to a recent editorial in the Eng- 
language Japan Times. It criticised 
benefits as cash gifts of up to 
0,000 to newly married workers and 
| hairdressing subsidies to female em- 
ees. Overtime salaries have also bal- 
ed. The chauffeur for the ex-mayor of 
ashino City in western Tokyo, for 
ample, earned more than Y 11 milioni in 
982, Y3.6 million of it in overtime pay. 
Tales like these have made MoF offi- 
cials much less reticent about asking their 
càl counterparts to bite the fiscal bullet. 
erhaps making a virtue out of necessity, 
iost of the 47 prefectural governments 
have taken steps to cut their retirement al- 
vances. But the structure of local fi- 
makes it hard to lop off entire pro- 
mmes and projects. Moreover, since 
h of the allocations go to such highly 
itive areas as teachers’ and firemen's. 
aries, resistance remains strong t to cut- 
























Besides 47 prefectures, 3,255 cities, 
ms and villages make up local govern- 
nt in Japan. Central- “government sup- 
port takes three major forms: — 









eady to wield their scalpels on local 


"There | 


' sector. People have forgotten that | 





al Prset oft tax Te- |i 


from the centre to local govern- | | 


¿was bitterly contested by local. au- | ernment f 


nding, compared with around 1495 by. " 
il governments. The role of local pub- | 
bodies as final expenders in the na- | 


















é area which will receive particularly T 
examination is personnel expenses 
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i This prog hey r 
he national economy is- unexpectedly Fo 
ge. In terms of total national expendi- 






 fances. 
ing deficit-fir inancing bonds to Japanese 
banks. Locally issued debt has risen to 
10% of revenues, around ¥38 trillion. 
Last fiscal year's service costs on local 
| debt totalled ¥7.8 trillion with a debt- 
Service ratio of 15.7%. 
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ji om locis now face a deficit 
overhang, “The central government fi- 
2 596 of its revenues by force feed- 









_ Clearly, local governments are not in 
such dire straits às the central Sa 
ment. But their peak financing needs, i 

cluding projects lasting several years with 


Manila: The economy is still uA a 
the recent 7.3% devaluation of the peso | 
against the US dollar and the concurrent 
rise in petroleum prices, ranging from 


|. 6.275 for premium petrol to 11% for liquid | 


petroleum gas and diesel. Public road- 
transport fares have already increased, 
and domestic air fares have risen by more 
han 5%. The tariff increases planned by 
the National l Pow C al S bids A have 





the dailyi minimum | wage for power 
Tin the minimum base 
pay and P1.50 as an immediate cost-óf- 
living allowance, which will go up further 
by Plon October I. For plantation work- 


ers, the increase was 9.5% , with other ag- 


| ricultural labourers getting 1095. 


. Rice prices, though subject to govern- 
ment control, have gone up around the 


. country by anything from 2.5% in the 
| more efficient prodüction areas to more 
| than 6% ^ ehewhere. phe National Food 


es pi ( vided " the €: gov- 
' specific projects or to dt 


| bn sources account for 
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: Gato ipoe aopa i could 
x dri but harder to 
b. ‘Some’ e uot s contend that the sys- 
tem under wl ch : local tolles is 
funded must be ch: 
of all revenues 
by the central g 








apan: are now icd 
ernment while roughly 


| two-thirds of the services are provided by 
local governments. Prefectures, for exam- 
ple, must bear high-school construction 
costs, municipalities the cost of elemen- 
tary schools. E 
Yet local governments are almost total- 


| from 26. de in f shppiy t to 20. i % this iet 








rice will increase by. 6% on October L. 
Supply dislocations in cooking oil and 
sugar, resulting from the recent drought, 
may also lead to price increases for these 
products. It is therefore unlikely that the 
targeted 10% inflation rate for 1983 will 
be met. Estimates now are 11-14%, up 
from the annualised 6. 5% registered up to 
May. | 

The government will be trying hard to 
keep inflation at the lower figure, given 
the short-term adjustment programme ac- 
companying this year's International 
Monetary Fund standby credit of 315 spe- 
cial drawing rights, or SDRs (US$336 mil- 
lion). Demand management so far has 
beea well within the IMF programme of 
reducing growth in net domestic assets 























strict budget 
budget deficit belo: carpeted $ P9.4bil- 
lion for the year. With the P14 billion de- 
ficit in 1982 rep esenting 4. 3% of gross na- 
tional produc e government is now 






| aiming for 25 o of. 1985 GNP, which is 
| uda to bes me | 





ected 





Firemen at work: salaries are a sensitive issue. 





ly dependent on central-government ap- 
proval to raise money. So far they have 
been adept at gaining such approval, espe- 
cially through the Home Affairs Ministry, 
widely regarded as the softest touch 
among all ministries, Complicating any 
solution is politics. The relationship be- 
tween local authorities and members of 
the Diet, or parliament, has been a cosy 
one, characterised by mutual financial 
back-scratching. Prefectural governors 
and city mayors often belong to the ruling 
Liberal Democratic Party and sometimes 
run the electoral machinery for their na- 
tional counterparts. Neither side seems 
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to keep economic growth this year at ap- 
proximately the 2.6% GNP rise in 1982. 
But the major problem the Philippines 
faces is that despite the general com- 
pliance with IMF internal adjustment 
targets, the balance-of-payments and cur- 
rent-account deficits remain stubbornly 
high. Since these are literally the bottom 
line of the IMF programme, some 
economists and bankers worry that the 
strict monetary measures designed to help 
control the deficits are not working. 

Larger-than-expected petroleum im- 
ports early in the year along with indus- 
tries importing faster to beat the declining 
peso were coupled with drought-effected 
reductions in coconut-product exports 
and delays in manufactured exports owing 
to the devaluing peso. 


Ithough Central Bank of the Philippines 

figures for the first-half 1983 are not 
out yet (and sources say they may be de- 
layed), the balance-of-payments deficit 
for the half is said to be more than US$560 
million. The original target for the full 
year was to be US$598 million. Central 
bank governor Jaime Laya said this will 
not be attained. The full-year deficit is 
now estimated to reach some US$800 mil- 
lion, assuming there is a pickup in the 
economy in reaction to the United States- 
led recovery. Sources say the IMF may 
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E. 
that comfortable set- 
up by scaling back 
either local program- 
mes or central-gov- 
ernment funding. 

The Japanese cus- 
tom of amakudari, or 
descent from heaven, 
also plays a role. 
Central- government 
bureaucrats on retire- 
ment are sometimes 
given more or less 
ceremonial jobs in 
local government. 
Presumably, these 
men would balk at 
biting the hand that is 
to feed them. How- 
ever, there is growing 
recognition that both 
central and local gov- 
ernments must make stronger efforts to 
balance their budgets. Because of Japan's 
relatively high savings rate, now around 
19% of disposable income, most analysts 
are not concerned about possible *crowd- 
ing out" of commercial borrowers by gov- 
ernment debt issues. Yet it is clear that un- 
less spending is cut and new revenue 
sources found, Japan's two-tiered budget 
deficit could affect total economic perfor- 
mance. 

Currently, fiscal planners are consider- 
ing a variety of measures to relieve the 
squeeze. MoF budget officials have long 
advocated some kind of indirect tax — 
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have to turn a blind eye to the deficit 
target, since the technocrats have done 
well in meeting most of the other adjust- 
ment targets of the standby programme 
and there is little else they can do. 
Financing the deficits is an increasing 
problem despite the IMF aid, and though 
no announcement is predicted, the de- 
ficits, coupled with strict debt ceilings on 
new foreign borrowing plus the reduction 
in commercial-bank reserves to help fi- 
nance the balance of payments, makes it 
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offset the income-tax cut promised by the 
ruling party for this fiscal year. In addi- — 
tion, local banks are now finding their fi- _ 
nancial resources insufficient to meet ex- — 
panding local-government needs. Thishas — 
led to the suggestion that local govern- : 
ments should be given more authority tò — 
issue industrial-revenue bonds and to float — 
bond issues overseas to provide more cap- 
ital for their programmes. Kobe city re- 
cently placed a bond issue with West Ger- - 
many and as a result of foreign-exchange 
fluctuations came out well in the transac- 
tion. 
Other plans are afoot to attract overseas 
high-technology investment to regional 
areas (REVIEW, May 26) and otherwise | 
bolster local economic activity through’ 
the private sector. The Ministry of Inter- 
national Trade and Industry has three 
funding organisations to finance activities — 
of small and medium-sized enterprises. — 
One area of agreement among central ` 
and local authorities is that something - 
substantive must be done, rather than AM 
camouflaging the problems through - 
paper-shuffling or shifting the burden - 
from one government to the other. “That — 
is meaningless," says MoF's Fujii. “Next 
fiscal year we must strengthen our effort — 
to recommend that local governments . 
achieve efficiency much more than in past — 
years." ! r3 
Until those efficiencies are achieved, 
however, Japanese taxpayers can expect 
to continue to pay for services they might. , 
not really need or want. i 
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" 
clear additional IMF standby facilities for ` 
1984 will be necessary. d 
Prime Minister Cesar Virata and Laya ~ 
continue to assure creditors that loan re- 
structuring will not be needed, but foreign. 
banks appear to be getting more reluctant 
to increase their Philippine exposure. An 
NPC loan for US$100 million is currently. 
struggling on the market and problems are 
also expected in getting bank commit- 
ments for a US$100 million loan for the - 
troubled Development Bank of the Philip- — 
pines. "| 
Tight funding will also affect the 1984 — 
budget, which was expected to be formally Y 
announced during the final week of July. ~ 
At P59.5 billion, the 1984 budget Wien 
show no real growth over the P 53,2 billion — 
in 1983. Like this year’s budget, however, — 
which was cut 18% because of the need for — 
tighter fiscal restraint, the 1984 budget - 
may be forced down depending on rea 
venue estimates and the continuing need — 
to keep budget deficits narrowing. à 
One positive sign is that recovery, at — 
least in certain industries, has apparently 
begun. Ministry of Trade and Industry fig- ~ 
ures for the five months up to the end of ~ 
May show sales increases of 37% in tex- 
tiles over the same 1982 period, 28% in- 
cars, 23% in construction materials and ` 
20% in mining and smelting. h 
— GUY SACERDOTI 
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—— By Paisal Sricharatchanya 


— Bangkok: The growth of Bangkok Bank 
— "over the past four decades has been, to put 
~ it mildly, phenomenal. Domestically, the 
- bank has expanded from a modest start at 
the height of World War II in 1944 to be- 
. come both the largest bank and the biggest 
_ private institution in Thailand. As under- 
writer of almost a third of the country's in- 
? Stitutional credits today, it wields a for- 
— midable influe xercised 








N-7 : 
the Thai economy. 
— internationally, 


the bank has estab- 
lished substantial stakes in all of. Thai- 
land's four partners in Asean, not to men- 
tion sizable operations elsewhere in Asia, 
7 Europe and the United States. It regained 
y its position as the largest bank (in terms of 
— assets) in Southeast Asia in 1982, after los- 
ing to Bank Bumiputra of Malaysia in 
. ]981. 
— The bank's rapid growth can be traced 
to its strength in three areas — the tradi- 
— tional emphasis on human-resources 
— development, an efficient internal-man- 
— agement and administration system, and 
the ability to constantly identify profitable 
FE. opportunities and expand into them well 
ahead of competitors. In recent years, 
3 however, the bank's strength in some of 
— these areas has been fading. 
z The bank took direction throughout 
— much of its 39-year history from the 
' dynamic combination of bank co-founder 
—. and present chairman Chin Sophonpanich 
- and its former president Boonchu Rojan- 
— —asathien. Chin, a Thai-born ethnic Chinese 
- educated in China who has developed ex- 
— tensive connections with Overseas 
Chinese business communities through- 
out Asia, used his expertise to promote 
— pew business opportunities both at home 





subtly — over the shaping and direction of 





and abroad, while Boonchu concentrated 
his management skills on building up an 
internal administrative system which is re- 
garded as one of the.most efficient among 
private corporations in Thailand. 

Boonchu joined the bank in 1952, at the 
invitation of Chin, as internal auditor to 
restructure operations in the face of seri- 
ous liquidity problems caused by earlier 
mismanagement. China had just become 
the general manager of Bangkok Bank. 
Previously he had served as compradore, 
promoting new business and liaising with 
major clients. 

Boonchu's initial contract — a tempor- 
as to lead to a relationship 





| with the bank lasting 28 years (interrupted 


in 1975 when he was appointed the coun- 
try's finance minister). When Chin was 


| forced into exile abroad during 1958-63 
(under the reign of then military dictator 


Sarit Thanarat, who defeated Chin's poli- 
tical patron, Pao Sriyanont), Boonchu 
was literally running the show at home. 
He resigned the bank presidency in 1980 
to become deputy prime minister under 
Prime Minister Prem Tinsulanond's first 
coalition government. 


uve the two leaders’ mutually com- 
plementary guidance, the bank 
launched an aggressive expansion pro- 
gramme, venturing into new businesses 
that other financial institutions either 
were not bold enough to enter or lacked 
the foresight to conceive. Starting as a 
trade-finance institution, the bank estab- 
lished its first overseas branch in Hong- 
kong in 1954 — to service growing Thai- 
Hongkong trade. That move was nearly 
two decades ahead of other Thai banks. 
A branch network covering all of South- 








east Asia was quickly developed in the fol- 
lowing years. Foreign operations were to 
become an important part, accounting for 
roughly a third of total bank operations 
and profits. 

In Thailand, the bànk was the first to 
expand from commodity-export financing 
into industry financing — gradually ex- 
panding from sugar into textiles, construc- 
tion and agricultura! processing among 
others. As part of this diversification, it 
also pioneered retail banking. 

With Chin's sons — three of them in- 
cluding Chatri, the present president, are 
now on the bank's executive board — plus 
a number of veterans who filled key posi- 
tons, the organisation hàs grown into an 
enormous financial empire: its total assets 
at end-1982 were about 2.5 times those of 
its closest competitor, state-run Krung 
Thai Bank. 

It now employs more than 18,000 


| people and it has the image of an efficient 





organisation which is aggressive in mar- 
keting, far-sighted in planning, innovative 
and bold. But beneath this image lie some 
potentially serious problems; a crucial one 
— in terms of sustaining growth in the 
longer term — being manpower. 

The bank has all along put great em- 
phasis on a continuous recruitment and 
personnel-development programme, and 
has built up a large stock of specialists in 
various fields, ranging from industrial to 
agricultural credits. However, constant 
requirements for capable personnel to fill 
new positions as operations rapidly ex- 
panded have resulted in a shortage re- 
cently. 

Chatri admitted in an interview that the 
problem existed, but argued that it is typi- 
cal of any large organisation. Other insid- 
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ers, however, pointed out that the short- 
age is being felt at the specialist and other 
high levels. “There is insufficient develop- 
ment of personnel to inherit old jobs as 
well as to take up new positions. As a re- 
sult, the overall [human-resource] quality 
at the top may have slackened," com- 
mented one source. 

Recruitment and training programmes 
apparently were not maintained with the 
same vigour after Boonchu left. Many ob- 
servers, both within and outside the bank, 
also believe that Boonchu's departure left 
a leadership vacuum which may have stall- 
ed the further refinement of the bank's in- 
ternal administration system. 

Nonetheless, the bank under Boon- 
chu's successor — Chatri — continued to 
grow by leaps and bounds, with assets 
rising by more than Baht 50 billion 
(US$2.17 billion) during the three-year 
period. This achievement was particularly 
notable in view of the global recession, 
which cut severely into the bank's over- 
seas earnings. However, critics say that, to 
a certain extent, Chatri might have de- 
rived his success from an organisational 
structure which had been perfected before 
his time. 

Described by associates as "generally 
ordinary," Chatri is highly praised in 
banking circles for possessing one particu- 
lar gift similar to that of his father — a 
sharp business sense, highlighted by the 
ability to identify new marketing oppor- 
tunities. However, his amassing of a finan- 
cial mini-empire of personal stakes in the 
finance, industrial and trading sectors is 
frowned upon by some. He now sits on the 
boards of some 14 companies, most of 
which are affiliated with the bank 
(through minority shareholdings), the 
Sophonpanich family, or himself. 


nother potential problem for the bank 

may arise after the eventual retire- 
ment of the chairman. At 72, Chin's 
activities have gradually been scaled down 
in recent years. He still sits in on the twice- 
weekly meetings of the executive board 
and contributes advice on major loans or 
important policy matters, but leaves the 
bulk of day-to-day work to others. Al- 
though physically fit and likely to stay on 
at least for a few more years, Chin is 
understood to be quietly preparing his 
gradual exit. 

A classic case of the rags-to-riches 
Overseas Chinese story, Chin has built a 
personal financial empire in and around 
Bangkok Bank, which makes him indis- 
putably one of the richest men in Asia, if 
not in the world. He was among Thai- 
land's top 200 taxpayers in 1982, but that 
painted no clear picture of his wealth since 
no details were made public. A recent arti- 
cle in the Institutional Investor magazine, 
which placed him among the world's top 
12 richest bankers whose fortunes exceed 
US$1 billion each, was hotly rejected by 
family members as “grossly exaggerated.” 
But they could not come up with a figure 





el 


Eastern seaboard development: the bank moves to industrial financing. 





for Chin's wealth, saying it has never been 
precisely calculated. 

That claim of not knowing the aggre- 
gate net family balance-sheet is probably 
true, given the massive network of inter- 
locking companies, both here and abroad, 
with which the family is affiliated to vary- 
ing degrees. An extensive survey of the 
fortunes of the 36 (mostly of Overseas 
Chinese origin) wealthiest families in 
Thailand, conducted by a Bangkok-based 
American researcher during 1979-80, put 
the Sophonpanich family at the top of the 
list, with holdings in 154 companies. 

The researcher, Peter Beal, conceded 
that some companies had probably been 
left off the list and others might have been 
added since 1980, He estimated the pre- 
sent number at about 160 companies, 
about 130 of them in Thailand, 20 in 
Hongkong and the remainder elsewhere. 

More recent research by a Thammasat 
University professor put the net worth of 
78 companies (in Thailand) that Chin re- 
portedly controlled at Baht 19.6 billion. 
Again, the figure is rejected by family 
members. 

The direct impact on bank operations of 
his eventual retirement is likely to be mini- 
mal, if any. His long-standing and deep- 
rooted personal relationship with the re- 
gional Overseas Chinese tycoons — en- 
hanced during his exile years and proven 
to be highly beneficial to the bank's over- 
seas operations — may still require his 
personal intervention from time to time. 
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But the majority of 
such operations already 
are taken care of by the 
bank's solid network in 
the region. 

In any case, the con- 
tacts are now being 
passed on to Chatri. 
These include links 
with such major multi- 
million-dollar business/ 
industrial groupings 
in the region as In- 
donesia's Liem family, 
the Hongkong-based 
Robert Kwok and 
Robin Loh groups. the 
Harapan group and 
Frank Tao groups with 
interests in Hongkong 
and Singapore, among 
others. 

But when it happens, 
Chin's departure may 
upset the delicate re- 
lationship among some 
of his sons now holding 
top slots in the bank. This, in turn, may in- 
directly jolt smooth functioning at the top; 
Although the bank has long departed 
from the model of a family-run business — 
it went public in 1975 and present direct 
family holdings are less than 10% with in- 
direct holdings less than 30% — family 
members still maintain a close link with 
top management. 

It is no secret, for instance, that Chatri 
and Chote, a younger brother (born of a 
different mother and one of the four 
senior executive vice-presidents), do not 
always see eye to eye. Insiders believe the 
far-from-favourable relationship between 
the two has been held together by a com- 
promise worked out by Chin. This has 
helped prevent adverse effects on bank 
operations. But what might happen after 
the father retires remains open to ques- 
tion. 


hote's recent appointment to head a 
newly created merchant-banking de- 
partment perhaps represents yet another 
in-house compromise. A respected bank- 
er with long experience in foreign opera- 
tions, Chote was previously responsible 
for Bangkok Bank's international banking 
department. He was appointed chairman 
of the Asean Finance Corp. in June. 
With total assets multiplying by an aver- 
age of 10 times every decade since the 
1950s, rising from Baht 113 million in 1952 
to Baht 121 billion in 1980, the bank's suc- 
cess story reads like a corporate dream. 
But the key question now emerging is 
whether the bank, given the various po- 
tential constraints and the more competi- 
tive and volatile banking environment at 
home and abroad, can maintain the same 
pace of growth in the 1980s, 
It is probably because of these new chal- 
lenges that important changes are now 
taking place at the bank's plush 32-storey 
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headquarters; in Bangkok's Silom Road fi- 
nancial district. A major management re- 
shuffle and a redefinition of strategies 
under way are clearly in preparation for 

another phase of expansion. The targets 
P are no less ambitious than those the bank 
- has already achieved: it aims to maintain 
its already strong domestic market share 
of nearly 30% and further move up the 

banking ladder in East as well as South- 
east Asia. 

Effective from July 1, the bank's top 
management was re-organised into three 
high-level committees, each taking speci- 

fic charge of domestic banking, interna- 
E tional banking, and the newly created 
— merchant-banking department. The new 
structure is primarily designed to in- 
stitutionalise a clear-cut boundary and re- 
Be sponsibility for each main sphere of opera- 
EH. 
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TT implications of the shake-up are sig- 
nificant. Some of the “old guard" were 
. given less active duties while about 15 
_ younger technocrats, most of whom have 
also served a long time in the bank, were 
E appointed to the three committees in an 
Hv apparent bid to groom them for the next 
| generation of leadership. Relieved from 
direct active duties were two of the pre- 
sent four senior executive vice-presidents 
_ — Vira Ramyarupa, 64, and Piya Siva- 
1 athorn, 57. The latter's health is said to 
be poor. Neither was appointed to any of 
the three committees though each still sits 
- on a central management committee, 
— headed by Chatri, which spans the three 
- executive groups. 
The third senior executive vice-presi- 
dent, Damrong Krishnamara, 53, who 
previously directed domestic operations, 
continues to head the domestic banking 
— committee under the new set-up. Chote, 
n the fourth and last senior executive vice- 
— president, now becomes vice-chairman of 
P i the international-banking and merchant- 
banking committees, with the additional 
pa city of group director of the latter. 
erhaps the most striking feature of the 
. Matest management shuffle was the ap- 
_ | pointment of senior executive adviser and 
| executive director Amnuay Viravan as 
~ head of the international-banking and 
— merchant-banking committees. Finance 
— minister under Prem's first coalition gov- 
—ernment and a member of Boonchu's 
— economic team in 1980, Amnuay joined 
the bank in an advisory capacity in 
- January following the board's approval of 
his original appointment in December. 
= Amnuavy's sudden rise to the bank's top 
hierarchy in so short a period has taken 
- many by surprise, particularly since he has 
had practically no previous commercial 
"banking experience, apart from having 
served as chairman of three state-run 
banks during his final years at the Finance 
Ministry. 

In interviews with the Review, both 
Chatri and Amnuay were vague about the 
latter's future at the bank. However, his 
additional key executive functions on top 
of previous advisory roles strongly indi- 
cate that Amnuay is being groomed for 
the bank's top leadership. With a docto- 



















Piya: stepping down. 





rate in business administration from the 
University of Michigan and proven man- 
agement expertise, Amnuay is tipped to 
fill the vacuum left by Boonchu three 
years ago. He also is expected to resume 
streamlining the various internal adminis- 
trative systems to sustain the bank's future 
growth. It is understood that he will be ap- 
pointed either president or chairman of 
the bank, depending on how the situation 
between Chin and Chatri develops, if and 
when the opportunity arises. 

The bank is now giving more attention 








Human-resources —À and 
technological improvement to aid cus- 
tomer services were adopted as two main 
objectives during a recent conference of 
bank executives in Pattaya. Given the 
existing shortage, the manpower build-up 
and training are likely to accelerate. As 
Amnuay put it: "We want better quality 
and higher standards. We must have exe- 
cutive development and appraisal pro- 
grammes.” 

Whether these changes will help the 
bank achieve its growth objectives re- 
mains to be seen. The short- and medium- 
term targets set at the recent meeting, 
which also reviewed the bank’s 1983 first- 
half operations under its five-year (1982- 
86) expansion plan, may be somewhat 
below average past records but they are 
nonetheless ambitious by today’s stand- 
ards. 

Total assets, deposits and lending are 
projected to grow at 18.6%, 20.6% and 
18.7% a year to Baht 341 billion, Baht 263 
billion, and Baht 267 billion respectively 
by the end of 1986, Net profit, which top- 
ped Baht 1.18 billion in 1982, is projected 
to rise 15.5% a year to Baht 3.2 billion 
over the same period. 

Preliminary results for the 1983 first half 
show the bank performed considerably 
better than originally expected. Com- 
pared to vear-before levels, total deposits 
rose 26% to Baht 142.9 billion, represent- 
ing a 31% increase in domestic deposits 


Room at the top for Amnuay — 
if he plays his cards right 


Bangkok: As well as his fundamental 
skills and expertise in management, ex- 
finance minister Amnuay Viravan, who 
was propelled to prominence in the recent 
management reshuffle at Bangkok Bank, 
possesses other important assets which 
qualify him as a potential successor to the 
bank's top leadership. 

Amnuay spent 19 years in government 
service, the bulk of them at the Finance 
Ministry, where he rose meteorically to 
the most senior civil service post of under- 
secretary in 1975 before being dismissed 
by the unpopular Tanin Kraivixien regime 
two years later over alleged mishandling 
of a tax case — a charge he strongly de- 
nied. He later became chairman of the 
Saha Union group of companies — the 
country's largest textile and garment ac- 
cessories group — and was finance minis- 


‘ter in 1980 in then deputy prime minister 


Boonchu economic 
team. 

He served in various state enterprises, 
such as the National Legislative Assem- 
bly, the National Security Council and the 
policymaking National Economic and So- 
cial Development Board, as well as vari- 
ous private-industry associations in Thai- 
land and Asean. He has represented Thai- 
land on the boards of the World Bank and 
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the Asian Development Bank, rep- 
resented Thailand’s economic minister at 
Asean meetings and been chairman of the 
former Asean committee on finance and 
banking. 

At 51, and with this experience behind 
him, Amnuay is a prominent personality 
who is respected in Thailand and the re- 
gion. It is not difficult, therefore, to see 
why he was hand-picked by aging 
Bangkok Bank chairman Chin Sophon- 
panich — a choice clearly approved by 
Chin's son, Chatri, the present bank presi- 
dent. 

Only six months after he joined the 
bank in January as senior executive ad- 
viser and executive director, Amnuay has 
now been appointed head of two of the 
bank's high-level committees — to shape 
the bank's policies in international bank- 
ing and merchant banking. The appoint- 
ments were part of a major top-manage- 
ment reshuffle which came into force on 
July 1. Collectively with other senior exe- 
cutives, Amnuay is also responsible for 
streamlining internal administration and 
pushing through an accelerated human- 
resources development programme to 
prepare for the bank's future growth. 

But more specifically, he is apparently 
being groomed for a top post, either as 
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and a 13% rise in overseas deposits. The 
domestic-to-overseas deposits ratio 
changed from 71:29 to 74:26. 

Total lending grew 24.5% to Baht 149.2 
billion, with domestic and overseas lend- 
ing posting 27% and 18.5% increases re- 
spectively. The domestic-to-overseas 
lending ratio shifted from 73.5:26.5 to 
75:25. Total assets rose 24% to Baht 195 
billion, with domestic and overseas assets 
expanding by 27% and 18% respectively. 
The domestic-to-overseas assets ratio 
changed from 71:29 to 72:28. 

Reflecting the bank's heavy depen- 
dence on trade financing, both at home 
and abroad, earnings from foreign opera- 
tions dipped markedly over the past two 
years as a result of the global recession. 
The share of earnings from the bank's 15 
overseas branches and offices to total 
bank profits, which reached a peak of 
41.6% in 1976, went down to only 29% in 
1982. This share is projected to average 
26.5% a year to the end of 1986. 

Senior planners had originally expected 
a decline in overseas earnings — espe- 
cially in Hongkong, which has tradition- 
ally accounted for about a third of all 
foreign operations — to pull down overail 
profits this year, Total overseas earnings 
indeed fell by nearly 40% during the first 
half compared with the same 1982 period, 
but this was offset by above-target domes- 
tic operations. Pre-tax profits at the end of 
June were Baht 995 million, or about Baht 
55 million over the same 1982 period, ac- 


president or chairman, in the years to 
come when he can represent the bank 
publicly. “Since the bank has become such 
an important institution, it calls for some- 
one of Amnuay's calibre — someone who 
is acceptable locally and internationally, 
who can move around in high society with 
easc, who can deliver public lectures and 
so forth," commented one observer. 

Since former president Boonchu re- 
signed three years ago (to join the first co- 
alition government under Prime Minister 
Prem Tinsulanond), there has been no 
such person. Neither Chin nor Chatri is 
blessed with all the qualifications. The so- 
cial and political acceptance accorded 
both of them here is somewhat limited, 
mainly because of their wealthy Overseas 
Chinese image (though both are Thai by 
citizenship), plus the fact that neither of 
them has bothered much with building a 
public profile. 


hatri's younger brother. Chote — who 

is one of the bank's four senior execu- 
tive vice-presidents — is probably the only 
family member with credence among top 
social and intellectual circles here. But his 
chance of rising to the bank's top slot is 
ruled out in the foreseeable future, chiefly 
because he and Chatri do not often see 
eye-to-eye. 

Family sources, and Amnuay himself, 
denied there were any specific conditions 
attached to his joining the bank. How- 
ever, a reliable source close to Amnuay 
told the REVIEW he was originally offered 
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cording to preliminaryfigures. It is almost 
certain that the 1983 ean net profit 
will be more than last year” E: 

The bank will continued 
principal identity as a trade-fimance in- 
stitution in future, though myestment 
financing has gradually becütaking a 
greater role. Of the bank's total domestic 
loans as of end- April, 45% went to trading 
companies, 23% to industry, 5% to agri- 
culture and mining and 24% fo services 
and others. Borrowers were classified as 
64% corporate, 34% personal and 2% 
government. The bulk of overseas, loan 
portfolios is in trading, with a small por- 
tion in investment. t 
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B: comparison, trade financing nor- 
mally yields a higher returm than pro- 
ject financing. Not only does trade financ- 
ing involve à shorter maturity, it also takes 
the form of overdraft which carries interest 
rates of about two percentage points over 
a recently instituted minimum loan rate 
(MLR) system for fixed-term financing. 
While the current minimum overdraft 
rate stands at 16% — the same as prime 
rate, though this is scheduled to go down 
to 15.5% in early August — the MLR is 
14.5%. To date, the major portion of 


Amnuay: the bank needs someone of his calibre. 


the choice of chairmanship or presidency 
— when the time is ripe. But Amnuay re- 
portedly agreed to accept neither — in- 
stead, he settled for the advisory roles. 
The source theorised that Amnuay did not 
want to “rock the boat™ by upsetting the 
core of veteran: executives in the upper 
hierarchy, some of whom have served the 
bank since its earliest days. 

If that really was Amnuay’s reason, he 
has been proved right. Although Chatri 
and other officials publicly denied it, the 
latest reshuffle is known to have caused 
resentment among some sections of the 
old guard. Their feeling is that if and when 
one of the two top slots changes hands, it 
should be inherited by bank veterans who 
have climbed the ladder steadily over the 
decades. Others, who missed being given 
key roles in the shakc-up, are also said to 
be unhappy. In a loosely worded state- 
ment, the bank's trade union claimed that 
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bank lending in Thailand is on overdraft, 
regarded as a convenient liquidity-man- 
agement system from the borrowers' point 
of view. It is thus used for trade financing 
as well.as a large portion of small and 
medium project financing. The MLR was 
instituted as part of a broader policy, ini- 
tiated by the Bank of Thailand (BoT, the 
central bank) and supported by major 
banks, to encourage a shift from over- 
drafts to term loans (REVIEW, July 14). By 
contrast, most banks now pay 10.5% on 
one-year fixed deposits — the most com- 
mon type. 

With the exception of some large corpo- 
rations which enjoy direct access to (cur- 
rently cheap) overseas funding, Thai 
banks traditionally have enjoyed a fairly 
large spread by lending to most local bor- 
rowers. They also have been cushioned 
under an officially regulated interest ceil- 
ing which at present puts a limit on depo- 
sits (one-year) and lending rates of 13% 
and 17.5% respectively. As a result, most 
of the 16 Thai banks have survived the ups 
and downs of the Thai economy in recent 
history with consistent profits. In a sense, 
the banking system's continuously rapid 
growth is underscored by the fact that it 
has been one of the most protected 





management reshuffles, including this 
latest one, amounted to a realignment of 
power at the top, with little regard to the 
views of the majority of lower-ranking 
staff. This viewpoint may seem somewhat 
unfair in light of the fact that the bank's 
system of benefits and welfare is one of the 
best in the banking industry, if not 
throughout the entire private sector here. 
Observers believe any resentment at 
the top will gradually disappear with time. 
But whether Amnuay does indeed rise to 
overall command will depend very much 
on his own performance. Although he was 
chairman of three state-run banks during 
his final years at the Finance Ministry, he 
has had virtually no previous: commercial- 
banking experience. As he conceded: 
“Commercial banking is still an unknown 
quality. Whether I can prove myself or 

not, we will have to wait and see.” 
— PAISAL SRICHARATCHANYA 
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Still the market's leader, 
if not quite its darling 


Bangkok: Of the three major bank stocks 
— there are a total of nine banks listed on 
the Stock Exchange of Thailand — 
Bangkok Bank may be offering the small- 
est dividend yield this year. Based on mar- 
_ket projections of 1983 dividends and cal- 
culated at mid-July share prices, the cur- 
rent estimate of Bangkok Bank's yield (on 
a projected Baht 24, or US$1.04, dividend 
per share) would be about 9.3% — com- 
pared to about 11.6% for Thai Farmers 
Bank and about 10.6% for Siam Commer- 
cial Bank. 

This prospect does not appear to have 
affected investor interest. About 2.8 mil- 
lion Bangkok Bank shares worth Baht 726 
million were traded during the first half of 
the year, accounting for roughly 16.9% of 
total turnover by value on the stock- 
market, making it the most actively traded 
stock. Apart from Bank of Ayudhya, no 
other bank was among the top 10 most ac- 
tive stocks. 

Bangkok Bank's share price rose from 
Baht 248 in January to around Baht 270 in 
May, declining somewhat to Baht 258 in 
mid-July. Given a better-than-expected 
profit performance for the first six months 
Of 1983, against earlier market expecta- 
tions of lower earnings, there is no reason 
the price should not improve when the 


among private industries in Thailand. 

But bank operations have been subject 
to increasing regulation and supervision 
by the BoT in the recent past, especially 
after promulgation of the current Com- 
mercial Banking Act in 1979, For in- 
stance, some 20% of deposits must be set 
aside for various statutory reserves (in- 
cluding 16% in government bonds and a 
2% cash deposit with the central bank). 

Starting in 1975, when Boonchu was fi- 
nance minister, the government required 
commercial banks to set aside part of de- 
posits for agricultural and agribusiness 
lending. The mandatory allocation, which 
has stood at 13% of domestic deposits 
since 1979, could not be met directly by 
most medium and small banks. They have 
instead chosen the more convenient, but 
acceptable, alternative of depositing the 
required portion with the state-run Bank 
for Agriculture and Agriculture Coopera- 
tives, which re-lends to farmers. In con- 
trast, Bangkok Bank, which pioneered ag- 
ricultural credit long before 1975, has 
been meeting the target with relative ease, 
even surpassing it by nearly Baht 2.4 bil- 
lion in 1982. 

Given the statutory reserves constraint, 
the bank’s domestic funding sources are 
broken down to 70% from deposits, 8% 
from foreign borrowings, 7% from the 
central bank, (through a concessionary re- 
discounting facility for priority areas such 
as exports), 5% from the capital fund and 
10% from other sources. Deposits take up 
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above-target -profits are formally an- 
nounced. 

Bangkok Bank's stock has traditionally 
ridden on fundamental strengths that 
other bank stocks do not possess. As the 
first bank to be listed (in 1975), it is widely 
disbursed and thus, very liquid. It was the 
most actively traded stock in 1982, with 
nearly 4.8 million shares changing hands 
at Baht 1.15 billion or 19.6% of total turn- 
over. Thai Farmers Bank ranked fifth, 
with 1.1 million shares traded at Baht 286 
million or 4.8% of the total. 

Bangkok Bank's Baht 1 billion capital 
increase, through a series of new issues in 
early 1982, was well received and more 
than 10% oversubscribed in aggregate. 
The bank paid an unusually large Baht 36 
dividend last year (which put the 1982 
yield at nearly 13%) to encourage sub- 
scription by existing shareholders, more 
than 23% of whom are foreign investors. 
With the exception of 1981 and 1980, 





Boonchu: into agriculture. 


6196 of foreign funding sources, with the 
remainder from borrowings. 

Present regulations allow banks to ex- 
tend risk assets not exceeding 12.5 times 
capital funds, and Bangkok Bank had 
committed risk assets (comprising mainly 
commercial loans) amounting to 11.4 
times its Baht 7.8 billion capital funds at 
the end of May. This left the bank with a 
Baht 8.6 billion margin. 

The bank's above-average lending ex- 
pansion in 1982 and this year has been re- 
markable given the prevailing excess 
liquidity in the Thai system (REVIEW, 
May 5). This would not have been possible 
had the bank not gone ahead with a Baht 1 
billion increase in its registered capital in 
early 1982, which substantially broadened 
its capital fund base and expanded lending 
capacity. The capital increase to Baht 3 
billion (which was  oversubscribed) 


yearly dividends had not exceeded Baht 
24 since 1975. 

Although most bank-stock yields com- 
pare favourably with bank deposits — the 
most conventional mode of institutional 
investment which at present pays a 10.5% 
annual interest rate (on one-vear fixed de- 
posits) minus a 12.5% withholding tax — 
they are not regarded as the most attrac- 
tive investment in the stockmarket at pre- 
sent. (Yields tend to be relatively high in 
Thailand. The Hongkong and Shanghai 
Banking Corp., by comparison, currently 
yields around 6%. Singapore's United 
Overseas Bank yields around 3%.) 

This is largely because of the general 
feeling that earnings of the entire Thai 
banking system may suffer somewhat this 
year as it goes through a period of struc- 
tural adjustment. Faced by excess liquid- 
ity, Thai banks have begun to depart from 
the traditionally rigid interest-rate struc- 
ture and move towards a more flexible sys- 
tem — and hence a more competitive en- 
vironment — since late 1982 (REVIEW, 
Sept. 10, '82). 

AS à result, many stockbrokers do not 
hesitate to recommend non-bank indus- 
trial blue chips for short- and medium- 
term investment. Underlining the current 
private-sector construction boom in 
Bangkok, all three listed cement com- 
panies were actively traded during the first 
six months of this year, with Siam City Ce- 
ment the second most active stock after 
Bangkok Bank. 

— PAISAL SRICHARATCHANYA 


underlined another. well-timed move. 
Executives now plan a further Baht 500 
million capital increase in 1984, on top of 
projected Baht 550 million retained earn- 
ings in 1983. 

The bank was caught in the local textile- 
industry slump in the late 1970s with about 
Baht | billion in bad debts, which had to 
be rescheduled with a small portion con- 
verted into equity. Officials say this re- 
scheduling is now proceeding according to 
plan. Credits to the textile industry now 
total Baht 14 billion while loans to the iron 
and steel industry and to property amount 
to Baht 2.5 billion and Baht 3 billion re- 
spectively. 

The textile and iron and steel sectors 
have yet to recover from a severe slump 
over the past two years and the bank is 
known to have faced some difficulty in the 
iron sector earlier this year. Despite con- 
cern in some quarters that the current 
boom in condominiums and plush shop- 
ping complexes in Bangkok may eventual- 
ly lead to a supply glut, there is as yet no 
known default — probably because most 
projects are only in the launching stages. 
Chatri said the three sectors are not consi- 
dered risky. In any case, lending for these 
areas is only a minor portion of the total 
loan portfolio. 

Bangkok Bank, like other Thai banks, 
has had a limited interest in non-bank in- 
vestments — chiefly because of strict legal 
requirements prohibiting banks from 
owning more than a 10% share in other 
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se the bank originally bought 
in these firms as part of a mar- 
egy to maintain good relations 


r operations, it is represented 
r boards. There is no interest 
rsification. Family holdings 


: Credit, for example, its. 10% 
ecade ago is now only 3 2895. 
mily, according to Chatri, holds 


XX Bank meeting. on top of the less 

o direct family holdings plus less 
% indirect holdings. All these 
als are made up of several indi- 
dings. The Finance Ministry re- 

biggest single direct sharehol- 
.38576o (as at end-March), having 
i a government majority stake 


shareholdings — mostly of in- 
some individual clients — now 
to more than 2376, giving 
Bank the highest level of foreign 
aiding among all That banks. Since 
i only a small margin left under the 
ipulated 25% foreign-sharehold- 
t, the bank has dropped a previ- 
o be listed on the Hongkong and 
pore stock exchanges. 

k, like most other Thai financial 


iture requirements — despite appa- 
genuine efforts. Under the law, 
i5 were required to divest at least 50% 


11982; but since the majority failed, 
tral bank has extended the dead- 
two years. Because Bangkok Bank 


exchange, 


y the new 1984 deadline. : 

| shareholders held 40% in April 
put, apparently because of last year's 
billion new issues plus trading in 
narket, 
& this March. It is understood the 


si n of the deadline. 





and thus has no intention to | 
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al bank is now considering a further | 
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E Sand ad. into 
president Chatri 


army commander-in-chief Gen. Arthit 


ures in Thailand. 
From the bank's board have come three 


deputy prime ministers — Prapass, Maj- 
| Gen. Pramarn Adireksarn and former - 


bank president Boonchu Rojanasathien, 
plus two speakers of the T 









in and Prasit 
Kanchanawat. All had served the bank for 
varying lengths of time before their politi- 
cal postings within the past 15 years. Prasit 


is the present vice-chairman and executive . 


director, but the others are no longer as- 
sociated with the bank's management. 
Boonchu was recently appointed chair- 


man of Siam City Bank, the country's 10th 


Bangkok: The creation of a new mer- 


lin evidence. For in- 
ry strongman Field 


ntil he was toppled - 


iai Parliament - 


chant-banking department at Bangkok | 


Bank in early Julv indicates that the bank, 


a traditional trade-finance institution, will | 


now become more active in loan syndica- 
tion and related business. In Thailand, itis 
eyeing a major share of financial services 
for the various big industrial projects — 
particularly the chemical-fertiliser com- 
plex — on the eastern seaboard, now at 
varying stages of readiness. Although a 
specific overseas plan has yet to be drawn 
up, the general strategy is to step up mer- 


| chant banking-type services to corporate 
chents in South and East Asia, which at 


present comprise the bulk of overseas bor- 
rowers. 
Although the bank has — engaged in 


project loans and other forms of syndica- - 
tion for a long time, aggregate activity is 


small compared to its overall operations. 
Against the Baht 132.2 billion (US$5.7 


| billion) total lending at the end of 1982, 
the bank over the past two years has par- - 

ticipated in 11 offshore SpE loansto 
billion (or 9% of © 


the tune of only Baht 1.2 
total credit lines) and 13 local syndications 
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th © of total credit. | ic 


Bangkok Bank's 


ing, as vice-chairman.a 


biggest. Pramarn is now opposition leader 


in parliament, head of the industry-based 


Chart Thai party. Prapass is living in re- 
tirement in Bangkok, owning 2.11% of 
shares at the end of 
March, which made him the 10th biggest 
shareholder. Siri died several vears ago. 

What ts ironical about all these per- 
sonalities is that, having served on the 
same bank board,’ ey. went on to become 
political rivals in the mid- and late 1970s. 
Siri and Pramarn were Chart Thai party 
co-founders, while Bi onchu was deputy 
leader of the Social Act n Party (SAP) 
and Prasit headed the now defunct Social 
Nationalist Party for a brief period. After 
an uneasy, year-long partnership, a bitter 
conflict between Cl hai and the SAP 
led to the collapse of Prime Minister Prem 
Tinsulanond's first coalition | government 
in early 1981 (REVIEW, Mar. 13, 781). 
Boonchu washed his hands of politics by 
resigning from the SAP this year. 

The bank's first/serious involvement 
with politics can be traced back to 1953, 
nine years after its inauguration, when a 
large capital infusion saw the Commerce 
Ministry (then called the Economic Af- 
fairs Ministry) emerging as a 60% major 
shareholder. The government stake, later 
transferred to the Finance Ministry, was 
























The bulk of the offshore syndication 





was either Thai Government sovereign 
loans or government-guaranteed loans for 
Thai state enterprises. As with domestic 
activities, the emphasis in overseas opera- 
tions is on trade financing and, to a lesser 
extent, investment financing. The fact 
that overseas dealings are mainly with pri- 
vate corporate sectors explains why the 
bank has not taken part in foreign 
sovereign lending before. It will probably 
continue to stay clear of those areas in the 
foreseeable future. As one executive com- 
mented half-jokingly: “We don't have as 


much faith in foreign [regional] govern- 


ments as we do in the Thai Government." 
Run by an eight-miember executive 
committee, the new department will have 
to recruit and train more specialists before 
it can get operations under way properly. 
It is chaired by A nnuay Viravan, the 
bank's senior executive adviser and execu- 
tive director, with Chote Sophonpanich, a 
senior executive vicc- resident with ex- 
tensive experience i 
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1973 student protest: heralding 
to remain, though it is now diluted to 
7.38% (at the end of March). But this still 
leaves the government as the largest 
shareholder, ahead of the Sophonpanich 
family-controlled Asia Insurance which 
holds 4.59%. In 1953, then deputy 
economic minister Siri was named the 
bank's second chairman. And when 
Prapass took over the third chairmanship, 
four years later, he was commander of the 
all-powerful, Bangkok-based First Army 
Region. 

The association with influential figures 
such as Prapass underscores a common 
trend in the early days of Thai banking 
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the highlight of which is a new branch in 
Macau to tap the. growing trade-related 
business originating from China's special 
economic zones in Guangdong across the 
border. Application was submitted early 
this year and when approved, it will rein- 
force the existing worldwide network of 15 
overseas branches, and offices. Mean- 
while, the Hamburg representative office 
will be upgraded to branch status, and the 
Los Angeles and New York agencies will 
be elevated to federal and limited 
branches respectively. 

Because of the global recession and vol- 
atile money markets over the past two 
years, foreign operations have expanded 
at a relatively slow pace. Gross foreign as- 
sets now amount to Baht 54 billion, or 
27.7% of total bank assets. Constrained 
by strict Thai requirements prohibiting 
banks from owning more than 10% of 
shares in other business operations, the 
bank's overseas non-bank investment is li- 
mited. 

Out of the Baht 1.3 billion foreign sec- 
urities at the end of 1982, about Baht 1 bil- 
lion was in statutory reserves, while the re- 
maining Baht 261 million represented 
holdings in BBL Finance (a deposit-taking 
subsidiary in Hongkong, opened in 1981); 
BBL Dhamala Leasing Co. (a joint-ven- 
ture leasing firm in Indonesia, started 
early this year); BBL Cayman, and the 
Asean Finance Corp. 

— PAISAL SRICHARATCHANYA 
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when most banks sought their own "guar- 
dian angels" to protect them from outside 
political harassment. Such protection gra- 
dually became less necessary as the banks 
grew larger and more stable and it has now 
almost ceased to be a factor. 

Many bank executives, both past and 
present, maintain that Prapass accorded 
no political favouritism to the bank. But 
because he was with the bank for so long, 
it suffered an image problem and was ac- 
cused by various political forces of being a 
lackey of dictatorship during the brief 
blossoming of democracy after 1973. 

Chatri's personal relationship with Ar- 
thit today is admired by some, but pri- 
vately disapproved of by others. Chatri is 
known to be exceptionally good at cul- 
uvating what Thais call baramee (an aura 
of esteem and reverence) and has built up 
friendships with a cross-section of influen- 
tial businessmen and industrialists. His 
ties with Arthit no doubt give him added 
clout. Chatri says he has known and re- 
spected Arthit for several years. They vis- 
ited telephone and steel facilities in a trip 
to Japan together earlier this year. But the 
impression that the Bangkok Bank is ally- 
ing itself too closely with Arthit — at least, 
more so than other banks — is causing pri- 
vate unease among some executives. 

"The age of having guardian angels is 
certainly over. Being such a large institu- 
tion and, in many respects, a people's 
bank, it should try to dissociate [itself] 
from politics and maintain strict neutral- 
ity.” commented one source. 

Two Bangkok Bank men — senior exe- 
cutive vice-president Vira Ramyarupa 
and executive vice-president Chairat 
Kamnuan — were among a small number 
of bankers (including central bank gover- 
nor Nukul Prachuabmoh) appointed to 
the upper house of parliament in April as 
part of an army-backed plan to broaden 
the senate's base to include representa- 
lives from various professional groups. 
Chairat, who is in overall charge of the 
bank's public relations and special pro- 
jects, is known to enjoy close ties with the 
military faction under Arthit, and has re- 
portedly acted as the  Arthit-Chatri 
bridge. — PAISAL SRICHARATCHANYA 
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D ty Salamat Ali 
"New Delhi: The recently completed in- 
terim appraisal of India's sixth five-year 
- plan, for the period to fiscal 1983-84 (end- 

y ng next March), shows that industrial out- 
P ut has been way off targets and that in- 
estment outlays in real terms have been 
ie eroded by price increases. Shortfalls were 
n ioted in the performance of some critical 
"sectors such as agriculture and power. 

— Some economists now believe struc- 
| P 1l adjustments may have to be made in 
the plan. Such changes may cause several 
- projects to spill over to the seventh five- 
“yee plan, whose own targets may thus be 
- kept down. 
E or the first three years of the current 
plan, the growth of industrial production 
veraged 5.4% a year, against the 
geted 8%, with production volume 
luctuating erratically in contrast to a sus- 
ài m improvement envisaged by the 
. Much of this can be traced to the un- 
atisfactory performance of the manufac- 
g sector, which has an 81.01% 
E iing: in the official index of industrial 
L yroduction. 
> growth of manufacturing produc- 
Eshich came to 3.7% in fiscal 1980-81 
anc 7.5% in 1981-82, slowed down to only 
an ound 3% in 1982-83. This setback is as- 
— Cribed to tight financing, power shortages, 

- labour problems and slower domestic and 
- export demand. However, plan targets 
4 has ve been achieved in steel, cement, fer- 

er and aluminium production and in 
structural industries. 

_ Finance Minister Pranab Mukherjee in- 

ts that financial outlays by the central 

E: 'overnment and the states during the first 
p years of the plan have been on target. 
d onetheless, the interim review estab- 
—— lished that price increases led to a signifi- 

nt erosion of plan outlays. Aggregate in- 
iment in tħe public and private sectors 
uring the first three years was Rs 1.07 
hte llion (US$108 billion). At 1979-80 
Bp ices, the value was Rs 852.8 billion, 53% 
~ of the Rs 1.58 trillion provided for all five 
ad CUN of the plan. 

— Worried by the investment shortfall in 
real terms, the planning commission has 
Bread; suggested to central ministries 
and state governments that they drasti- 
cally cut “avoidable expenditures" and 
 augment resources. The commission noted, 

— though, that the central and state govern- 
ments have made largely satisfactory ef- 
"forts to raise additional investible re- 
E sources. But it wants the states to improve 
efficiency and raise tariffs in their road- 
Et ansport and electricity sectors, which it 
- eriticised sharply for their poor perfor- 
— mance. 

` The planning commission has good 
reason for issuing the warning. The prob- 
demi is likely to worsen during the current 
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fiscal year because of a rise in inflation, 
which at one point this year reached dou- 
ble digits. 

For the states, the resource gap for the 
entire sixth-plan period is currently esti- 
mated at Rs 58 billion — they are ex- 
pected to raise only about 
Rs 274.5 billion as against 
the targeted mobilisation of 
Rs 332.5 billion. This is be- 
cause of higher government 
employees’ wages and in- 
centives. And there are 
fears that a strike by state 
employees in Andhra Pra- 
desh, which started on July 
16 in protest against service 
conditions, may set a trend, 
aggravating the situation. 

On the agricultural sec- 
tors performance, the fi- 
nance minister said that 
foodgrains output has 
reached "a plateau, if not become stag- 
nant," at 133 million tonnes a year 
against the plan target of 146 million ton- 
nes by now. The poor performance is attri- 
buted to failure to create additional irriga- 
tion facilities, drought conditions, in- 
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Mukherjee: grain output" 
on à plateau. 















T dequate wor 
be 


ork or dry-l ! bin ning d un- 
satisfactory use f fertili sers and in- 
adequate institutional attention to ermal 
farmers, 

In the power-generation sector, pro- 
duction was targeted to grow to 19,000 
mws for the entire plan period, but it is 
now expected to be 15-16,000 mws. The 
severe drought for the past two years af- 
fecting hydroelectric power generation 
led to the shortfall, which could have been 
bigger but for the thermal-power output 
increase of 13.5% both from more effi- 
cient use of existing plants and the installa- 
tion of additional capacity. 

One conclusion to be drawn from the in- 
terim appraisal is that sev- 
eral projects may spill over 
into the seventh plan and to 
that extent limit its targets. 
The total cost of the con- 
tinuing 25 main projects 
(worth more than Rs 1 bil- 
lion each) has already esca- 
lated by Rs 60 billion. The 
planning commission has 
set up a working group to 
begin a study of the seventh 
plan, though it has not de- 
cided on the extent of 
changes needed in the sixth. 
Should it decide on major 
changes, it would have to 
convene a special meeting of the National 
Economic Council in which chief minis- 
ters of all states have a sav. And some of 
these ministers are complaining bitterly 
about the centre's policies, especially its 
economic policies towards the states. 
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Out of the wood? 


A Japanese timber concession in Papua New Guinea, 
threatened with closure, wins a reprieve 


By Rowan Callick 


Port Moresby: One of the biggest Japan- 
ese enterprises in Papua New Guinea, 
Open Bay Timber, has won a reprieve 
from the government after being 
threatened with closure. The project, 
owned by Sohbu Trading Corp., which 
controls five other companies in Papua 
New Guinea, has lost, on paper, Kina 1 
million (US$1.22 million) a vear in its nine 
years of operation (REVIEW, June 2). 

However, both the company and the Ja- 
panese Government lobbied intensively 
for the lease to be retained when the gov- 
ernment decided to withdraw it in June. 
Now Open Bay, which operates a lease in 
East New Britain, has been given an extra 
six months within which to re-submit its 
development proposals. 

Both the Forests Department and the 
East New Britain provincial government 
have been concerned about the company's 
failure to implement a number of condi- 
tions of its lease — including building pro- 
cessing facilities and infrastructure. A 


woodchip mill, mysteriously burned down 
four years ago before it could begin pro- 
duction, has not been replaced. 

The province's finance minister, Sinai 
Brown, said: "What the Japanese have 
done by threatening trade and diplomatic 
relations with Papua New Guinea is close 
to blackmail." It is understood the Japan- 
ese claimed that Papua New Guinea's 
move to cancel the lease was a step to- 
wards the “nationalisation” of Japanese 
companies in the country. 

However, Prime Minister Michael So- 
mare said the Japanese Government 
made a strong representation on behalf of 
the company “but these representations 
could in no way be termed diplomatic 
pressure." Somare denied claims that the 
six-month extension was related to the set- 
ting up of a sago processing plant in his 
own East Sepik constituency, with Japan- 
ese aid. “We in the Pangu Party don't do 
any backdoor deals with foreigners," he 
said 
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This project is already half finished. 


At Brown & Root, we go to work on a 
project long before the ground is broken. 
We begin a job by conducting feasi- 
bility studies—investment and operating 
cost estimates, economic analyses, and 

feedstock selection. 

We assist in site selection by study- 
ing the environmental impact, the labor 
market, and available transportation. 

Meanwhile, our extensive staff of 
engineers translates laboratory or pilot 
plant data into optimum process and 
mechanical designs. 

At Brown & Root, we have vast ex- 
perience working with third party tech- 
nology, which means we can objectively 
assist the client in every phase of licensor 
evaluation and selection. 





And all of this takes place long before 
construction even begins. 

[f you see a new plant in your future, 
call Brown & Root. We've got the man- 
power, the technology and the experi- 
ence to take your project all che way from 
start to finish. And we'll do it on time, 
on budget. 

For more information, contact: 


Petroleum and Chemical Engineering 
Division (713) 676-3531. 
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Brown& Root.inc. 
And Associated Companies 
A Halliburton Company 


PO. Box 3. Houston. Texas 77001 
An Equal Opportunity Employer 


Shouldn't 
the way you drive 
reflect your way 


of life? 


Aren't you one of those people who 
have climbed several steps higher up 
on that enviable ladder of success? 

If so, you'll know it's because you 
invariably demand more from yourself 
than others. 

And you therefore have an equal right 
to demand more for yourself. 

So it's hardly any wonder that more 
and more successful people all 

over the world, in the search for better 
alternatives to express their own 
success and personality, 

make a specific point when choosing 
a car of ignoring the conventional and 
invariably choose a BMW - like one 
of the BMW 5-Series range. 

Because they realise that the reasons 
behind BMW's world-wide success 
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mirrors their own exactly. 

The same dynamism and vitality, the 
same willingness and ability to 
perform, the same awareness of what 
advanced technologies and superior 
quality can offer. 
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All of which merely underlines the 
truth of the saying that ultimately every 
driver gets the car he deserves. 

Let your BMW dealer tell you more. 
Or just write to us for more detailed 
information. 


Model and equipment availability in the 
BMW international range may vary from country 
to country. 


Japan: 
BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, Tel.: (03) 499-6811 


Hong Kong: 
BMW Concessionaires (H.K.) Ltd., 61-63A, 
Waterloo Road, Kowloon, Tel.: 3-7145271-5 


indonesia: 
P.T. Tjahja Sakti Motor Corp., Jl. Cikini Raya 70, 
Jakarta Pusat, Tel.: 332913/321375 


Malaysia: 

BMW Concessionaires (M) Sdn. Bhd., 42, 

42-1, Jalan Sultan Ismail, Kuala Lumpur 05-12, 

Tel.: 413181 

Please send me detailed information 
on the BMW 5-Series. 

| would like more information on the 
complete BMW range. 

| would like to book a test drive. 
Please contact me. 


Singapore: 
Performance Motors Ltd., 475, Tanglin Halt 
Road, Singapore 0314, Tel.: 6387 88 


Brunei: 

Performance Company Ltd., No. 1 Bangunan 
Gadong Properties, P.O. Box 2394, 

Jalan Gadong Bandar Seri Begawan, 

Tel.: 20383 


Name: 
Address: 


Taiwan: 
Pan German Motors Ltd. 349, Tun-hua North — 
Road, Taipei, R.O.C., Tel.: (02) 7813101/7510173 —— 


Thailand: 

Continental Auto Centre Co., Ltd., 

6 Rongmuang Soi 5, Bangkok 5, P.O. Box 5/210, 
Tel.: 214-2521-7 





Advertisement 


* :nchallenged authority! 


There is no doubt amongst leading top manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage of 
Asian business and general affairs. It's the Far 
Eastern Economic Review by an overwhelming 
majority! 





* : nparalleled coverage! 


No other publication in Asia or anywhere for that 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don’t just 
take our word for it. Ask the people you look up 
to and respect the most which publication they 
turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far East- 
ern Economic Review! 


xunequalled performance! 


since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 58,000 copies 
per issue. 


No other publication in the region can match its 
performance. In fact the Review's circulation has 
grown by a number larger than the total present 
day circulation of any of the publications which 
started during the years in question. 





A growing number of advertisers have taken full 
advantage of this impressive growth. The Review 
has increased its ad page volume from 1,458 in 
1978 to 2,177 in 1982. 


Advertisers know beyond question that the 
Review reaches the highest concentration of 
Asia's most important people. And they know 
that as an effective advertising vehicle, its perfor- 
mance is unequalled. 


For Advertisers who take Asia seriously 


FAR evi ECONOMIC 


...it performs 





*Erdos & Morgan — Asian Executive Study 


At the crossroads 
of the Pacific ... 
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Stay at the Oberoi Imperial in Singapore. It'll be one of the 
oest business decisions you've ever made. We're everything 


v 


you can expect from an international hotel — and more. 

You have a choice of 600 rooms with private 

mini Oar and colour TV. 
A Business Centre complete with full secretarial service 
to handle the affairs of the world. Self-service bar 
to entertain your clients. A reference library 
and meeting rooms. 
Superb food in three speciality restaurants and a 24-hour 
Coffee Shop. 'Live' entertainment in the Imperial Bar. 

A sophisticated discotheque. Health centre and 
large poolside. Elegant banquet halls with spectacular views. 
We're also conveniently close to the business hub and 
fabulous shopping centres. 

Come, try the Oberoi experience. 


r4 Oberoi Imperial 
1 Jalan Rumbia Singapore 0993 
Phone: 7371666 Telex: RS 91654 Cable: OBHOTEL 
Owning Company: Hind Hotels Int. Ltd 
For reservations call your travel agent or Loews Representation 
International (LRI) Worldwide, Lookeast Travels 933-8196-8 in 
Bangkok, Oberoi Sales Office 39 1108 Ext: 310/950 in Jakarta 
Oberoi Hotels in Cairo, Aswan, Dammam, Baghdad, Kathmandu, Colombo, Kandy, 
Singapore, Bali, Adelaide, Melbourne, Zanzibar, Delhi, Bombay, Calcutta and all over India 
6028 





WWF Kojo Tanaka BCI 


‘Lhe 


Giant Panda 
needs your help 
tO survive 


OX -E every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF achnotledges the donation of this space by 
Far Eastern Economic Revier 
Advertisement prepared as a public service by Ogilvy & Mather 
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e THE announcement on July 18 by a 
senior official of the Monetary Author- 
ity of Singapore that the republic will set 
up a financial-futures market — in con- 
junction with the Chicago Mercantile 
Exchange (CME) — by the second quar- 
ter of 1984, will serve as a much-needed 
jolt to Hongkong's own financial and 
regulatory communities, which are still 
mulling over the issue. 

Shroff learns that mutual offset will be 
provided between Singapore and 
Chicago, the home of financial-futures 
trading. This means a dealer can open a 
position in Singapore and close it in 
Chicago, or vice versa, when the other 
market is closed. This will give the Sin- 
gaporeans a tremendous advantage 
should Hongkong also decide to try its 
hand at financial futures, as still seems 
likely. There must be severe doubts whe- 
ther the region can accommodate two 
successful markets. Singapore plans to 
trade three contracts to begin with — 
probably in Eurodollars, yen and gold. 
But, predictably, there will be no Singa- 
pore dollar contract. Steps will need to 
be taken to make the Chicago and Singa- 
pore gold contracts compatible. 

In Hongkong there are three potential 
promoters of a financial-futures market. 
They include the Hongkong Commodity 
Exchange, which has done most of the 
running up to now but has so far 
achieved little, and more interestingly a 
consortium of bankers. This marks a 
change of sentiment in the local financial 
community, where the idea of a finan- 
cial-futures market is now much more 
enthusiastically received than, say, six 
months ago. This keenness will certainly 
be needed if Hongkong is to have any 
hope of beginning trading before Singa- 
pore opens — a prospect apparently en- 
visaged by Hongkong’s acting Commis- 
sioner for Securities Derek Murphy, 
judging by press reports. 

To try to give the proposed Hongkong 
market more spice, in terms of its own 
indigenous contract, a stockmarket- 
index futures contract is now being con- 
sidered in conjunction with the new un- 
ified stock exchange due to open by mid- 
1985. Financial Secretary Sir John 
Bremridge is known to approve of the 
idea in principle. However, a new index 
with appropriate weightings will have to 
be drawn up, as the Hang Seng Index is 
recognised as too narrow for this pur- 
pose. Still, stock-index futures seem a 
potentially attractive instrument to 
Hongkong investors long accustomed to 
equity trading. 

One option the Hongkong Govern- 
ment has definitely ruled out, at least for 
the time being, is a Hongkong dollar 
contract. This decision, associated with 
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Bremridge, 'reffects official concern at 
the recent volatility of the local cur- 
rency. But why a futures market should 
compound such volatility remains far 
from clear. 

In fact, there are numerous studies 
which indicate that futures trading, by 
increasing liquidity, actually reduces 
volatility. Certainly, when the Hong- 
kong dollar sank to its recent June low at 
around the HK$7.70 to USSI level. it 
was on very thin volume. So anyone 
wishing to take a position in the Hong- 
kong dollar will have to continue to use 
the forward market provided by the 
banks, which is highly inefficient. in 
terms of the wide spreads quoted. 

The vetoing of. a Hongkong dollar 
contract is doubly strange to Shroff as it 
goes full against the free-market logic for 
which Hongkong is still supposed to 
stand. Also, if the authorities think the 
currency is undervalued on fundamental 
grounds, as they constantly proclaim, 
then why are they worried about sup- 
posed volatility? The truth, of course, is 
that today all currencies are potentially 
volatile. The official attitude reflects the 
same mentality which prompted recent 
government statements about the evils 
of foreign-currency "speculation." Iron- 
ically, these grew in intensity as the 
Hongkong dollar bottomed. It is there- 
fore not surprising that the decision not 
to allow a Hongkong dollar contract, an- 
nounced in early June, virtually coin- 
cided with the currency's trough. 

e AS matters now stand, Singapore is 
Shroff's tip in what the press has labelled 
the "race" to set up a financial-futures 
market. That is, if the Singapore au- 
thorities can resist their natural impulse 
towards heavy-handed regulation. But 
with a Chicago team on hand to advise, 
that seems less likely. It was the Singapo- 
reans who approached the CME in the 
first place, more than 18 months ago, 
asking for its advice and practical gui- 
dance in setting up the market. 

e ONE positive sign for the prospects of 
stock-index futures in Hongkong is the 
evident return in force of local Chinese 
investors to the stockmarket, as evi- 
denced by markedly higher turnover — 
since the precipitous falls in late 1982 
they have tended to remain net sellers. 
With sentiment having clearly changed 
on the political front, at least for the time 
being, and so much ground to catch up 
vis-a-vis major stockmarkets elsewhere, 
Hongkong could just end up as the top 
performer in the second half of 1983. 

The attraction for international port- 
folio managers to take some profits and 
switch to  still-undervalued Hong- 
kong isobvious. But the most bullish fac- 
tor must be the return of the local 


futures . | | 



































punter. Having successfully breached — 

the 1,060 level, the Hang Seng Index. | | 
now seems set for 1,300 barring any f 
nasty surprises from the next round of | - 
Sino-British talks in Peking which were | 
due to start on July 25. "mu 
e THE knives are out at Jardine Mathe- — 
son, Shroff gathers. At a senior manage- |. 
ment meeting early in July — an import- | 
ant occasion as it was the first such to be 
chaired by new senior managing director 
and chairman-designate Simon Keswick | 
— the new taipan took the opportunity - 
to announce his new "campaign." the f 
No. I priority of which is reducing debt 
and cutting surplus fat. 1 

Steps already being taken are a reduc- |. 
tion in the number of staff "at every f 
level" on the 48th floor (a reference to f 
the top floor of Jardine's Connaught | 
Centre headquarters where directors’ |. 
offices are situated). Also, the princely f 
sum of HK$6 million (US$836,000) will |: 
be "slashed" off head office costs this - 
year and “much more" in future. Mana- 
gers will be given freedom to manage but |. 
only if they prove capable of producing | 
the necessary results. Jardine seems to | 
have learned about the stick and carrot. | — 

To implement this new get-tough po- | 
licy, Keswick has appointed Martin Bar- f 
row as director of the Hongkong and | - 
China region. He seems well qualified | 
for the role of hatchet man, having just. | — 
returned from Saudi Arabia where he | — 
has been running Jardine's operation | — 
since late 1980. There he cut debt at 
Olayan Saudi Holding Co., an affiliate 
of Transport and Trading Co., Inc., in 
which Jardine has a 30% interest, from | - 
more than SR700 million (US$175.2 mil- | - 
lion) to half that level. 

With the Keswicks (elder brother - 
Henry remains in London) obviously in- 
tent on retrenchment, Shroff can only 
wonder at morale inside Jardine's debt- 
ridden sister company, Hongkong Land. 
There, the appointed hatchet man is 
Nigel Rich who was moved over from 
Jardine as finance director. Word is that 
work has stopped on all projects save the 
prestige Hongkong Club site and Ex- | | 
change Square, proposed home of the f 
unified stock exchange. In its successful | _ 
tender of the latter site in early 1982, | - 
priced at HK$4.7 billion, Land was more |- 
than HK$1 billion above the next bid- | 
der. 

It will be interesting to see how such 
costly blunders are dealt with under the 
new Keswick theme of management ac- — 
countability. So far, no heads have roll- f 
ed, but watch out for further sales of 
group assets following on from the re- 
cent successful disposal of the Rennies — 
group of South Africa (Shroff, REVIEW, 
June 30). 
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The DOE revival 


— Beginnings of economic recovery give a much-needed 


T» 


J * 
— By S. Kamaluddin 
- Dhaka: Bangladesh's jute industry, the 
— mainstay of the country's economy, ap- 
` pears to be emerging from its recession- 
Er, duced crisis following the tentative be- 
ginnings of economic recovery in the in- 
‘dustrialised nations. A solid gain in ex- 
ports of jute goods, in both volume and 
E -— value terms, is expected in the fiscal year 
— that began on July 1; indeed, growing de- 
mand was reflected in a 10% rise in prices 
- during the year just ended. 
—— Two factors appear to have saved the in- 
dustry during the 1982-83 fiscal year. 
First, the beginnings of economic re- 
covery in the United States, the largest 
— buyer of jute carpet-backing cloth; sec- 
ond, the sudden and substantial increase 
- in imports by both Iran and Iraq, which 
— are locked in a seemingly endless war. 
—— During 1982-83, Bangladesh's total ex- 
is of jute goods reached an estimated 
0,000 tons, against 525,000 tons the year 
r T before. But earnings from these exports 
— —rose to Taka 7 billion (US$400 million) 
: from Taka 5.7 billion in 1981-82 — a more 
— than 20% increase, reflecting both the in- 
(a -crease in jute prices and the taka's decline 
- against the US dollar. 
— The substantial increase in exports of 
— carpet backing to the US was made possi- 
- ble at the expense of Indian exports, 
2 which could not compete with those of 
E. | os pee either in price or quality. In 
irst six months of the fiscal year, to 
EAE enber 1982, Bangladesh carpet-back- 
- ing exports were 35,242 tons compared to 
37.291 tons in the whole of 1981-82. 
india s exports, meanwhile, slumped from 
E27, 900 tons in 1981-82 to just 6,500 tons in 
- the first six months of 1982-83. 
—. One jute industry source told the 
- REviEW that nearly 80% of the demand 
— for carpet backing in the US is now being 
- met by Bangladesh. "In the past two years 
ps has practically withdrawn from the 
- American market," he said. petition 
. from synthetic materials her en fierce 
Bangladesh, with good-quality jute 
"and modern machinery (and resultant 
- lower production costs) could survive this, 
he added. 
- Pakistan has been a steady market for 
n M adesh jute goods as well as raw jute 
- for the past several years. Pakistan's seven 
— mills produce about 56,000 tons of jute 
E goods. Five new mills are likely to become 
- operational during 1983 to help Pakistan 
— meet its total domestic demand for jute 
—- goods of around 80,000 tons. 
> However, Pakistan has not been suc- 
= eessful in prodding raw-jute producers to 
increase output despite the offer of a Rs 
700 (US$55) non-refundable subsidy per 
acre to them. It will therefore continue to 
buy raw jute from Bangladesh. Jute goods 
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shot in the arm to Bangladesh's vital jute industry 


imported from Bangladesh into Pakistan 
are still cheaper compared with locally 
manufactured goods despite the cumula- 
tive 103% duty and sales tax imposed on 
the imports. Bangladesh's other markets 
— Australia (where jute goods are in- 
creasingly being used for woolpack) and 
Africa — have been affected by severe 
droughts. 

Jute carpets, a new product, appear to 
be making a dent in the world market, 
especially in Western Europe, the Soviet 
Union and the US, where buyers are at- 
tracted by their quality, attractive designs 
and low price. The government's 
Bangladesh Jute Mills Corp. (BJMC), 
which controls more than 70% of jute- 
goods production capacity, hopes that 


Jute emma carpet sales climb * 





with imrpoved marketing techniques and 
efforts, it will be able to obtain advance 
orders for its entire carpet production ca- 
pacity in the next two years. 


Mise. uncertain market prices in 
the past several years have discourag- 
ed raw-jute production. Farmers have been 
switching to rice for its better price and as- 
sured market, resulting in reduced jute 
acreage. Raw-jute supply in fiscal 1982-83 
totalled 6.6 million bales (1.8 million bales 
carried over from the previous crop and 
4.8 million bales actually produced) of 
which 4 million bales were consumed 
locally and 2.2 million were exported. 
For fiscal 1983-84, a small carry-over 
stock of only 400,000 bales is estimated. 
Raw-jute production during the season, 
originally estimated at around 6 million 
bales, may now be 5.5 million bales owing 
to an early short-lived drought and un- 
usual hailstorms. Therefore, not enough 
raw jute is likely to be available to meet 






the export t arget of Y | | | 
estimate also does not take into account 
the annual smuggling of around 300,000 
bales to India. 

With Thailand also recently becoming 
an importer of jute soon after it stopped 
exporting the jute substitute kenaf, the 
low supply level is bound to raise jute 
prices further. Bangladeshi farmers are 
once more likely to jump onto the band- 
wagon which may again lead to an over- 
supply that will depress prices — an unfor- 
tunate cycle that Bangladesh has not been 
able to check in the past three decades. 

Meanwhile, the government's mono- 
poly on jute-industry ownership which fol- 
lowed the nationalisation of all jute mills 
in early 1972 ended recently with the re- 
turn of 28 jute mills to their private own- 
ers. After finalisation of the transfer of 
more mills, the private sector will own 
more than 50% of the industry's produc- 
tion capacity, reducing BJMC's hold. But 
the changeover has not been smooth. On 
the eve of the transfer of the 28 jute mills 
in December, the government issued an 
order which the private owners now resent 
because it allegedly gave certain advan- 
tages to BJMC. The Bangladesh Jute 
Mills Association (BIMA ), a private or- 
ganisation, feels that while the govern- 
ment order treats both the BJMC and the 
private mills as separate and competing 
bodies, the BJMC still acts as the control- 
ling body representing the government. 
BJMC , for its part, insists that its actions 
are "in the national interest. " 

The governments December pro- 
clamation authorised the BJMC to con- 
tinue to negotiate "all sales to foreign gov- 
ernments, autonomous bodies, and semi- 
autonomous bodies" and shares of such 
sales "shall be allocated to the mills on the 
basis of loomage." BJMA complained 
that BJMC does not consult it or any of its 
members before negotiating sales. Private 
mills which express inability to participate 
in BJMC allocations because of prior com- 
mitments are blacklisted from future 
sales, the association said. 

Another provision in the December 
order said: "Goods sold or bought cannot 
be offered or sold under tender or barter 
or special trading arrangements, or to gov- 
ernments and autonomous or semi-au- 
tonomous agencies." This, BJMA argued, 
is detrimental to everybody's interest, 
since several international trading bodies 
in jute, which are the biggest dealers in 
jute goods worldwide, always buy in ad- 
vance and provide the manufacturer at a 
much later date with the details of the ac- 
tual buyers for shipment. The particular 
provision, private mills argued, will effec- 
tively short-circuit international traders' 
interest and they may gradually withdraw. 

The transfer of the jute mills to the pri- 
vate sector has at least improved the per- 
formance of BJMC this year. According 
to figures provided by the corporation, it 
earned a net profit of Taka 210 million 
during the first 10 months of fiscal 1983 
(which ended on June 30) against a loss of 
Taka 375 million during the correspond- 
ing period in fiscal 1982. 









New! For travellers 
who take Asia — 


The 12th edition of the AII- 


Asia Guide is simply crammed 
A A SA e | with new up-to-the-minute 
| information, including facts and 


figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


29 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you re going. 

A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 


to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 

All of which adds up to over 
“Asis gst. cóinpleté là oe bt Yy 680 pages of vital information 
MES for business and pleasure 
Ssh gioi ten "val / KSSE Goce 
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travellers in Asia. 


Ld 
To make sure of your copy, 
Naw i In its 19th Edition. send off the coupon today. 
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To: Publications Division, 0728AG12 
Far Eastern Economic Review Ltd., G. P.O. Box 160, Hongkong. The ALL-ASIA GUIDE is | 
Please rush me copy/copies of the ALL-ASIA GUIDE, 12th Edition as indicated. I enclose a published by the Far Eastern 


der f Economic Review, Asia s most 
cou cog i mbar de o respected business weekly | 
No. of copies —— LJ by surface LJ by airmail* 


ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each. [ FAR EASTERN ECONOMIC 


*For airmail delivery, please add:- HK$35/US$6/£3.25, S/M$13 per copy 
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mote the idea of equity investment for 





. Share prices of the handful of com- 
anies so far quoted on the Jakarta stock 


by barring any speculative element, 


2 E. dividends in order to 
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G some sort of convertible bonds or 
n profit-sharing bonds — a quasi- 
uity instrument. This is by no means the 
of market-opening exercise which 
Korea has undertaken (or Taiwan is 
ing) by creating offshore funds 
gners, but it would be a start. 














Jakarta to the effect that In- 
a is going about running its stock 
ge the wrong way. In a recent re- 
* bank called on the authorities to 
heir emphasis on price stabilisation 
llow freer trading of shares. It is ar- 
that if a little speculative spice were 
‘to the market through freer price 
ients, investors would be less ob- 
with. high dividends — and more 
ahies would be happy to come to 
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osphere which charac- 
me regional stockmarkets and to 
equity among the masses rather 
an into the hands of speculators. 

quity was spoon-fed into the fledge- 
ng market as Indonesian and foreign 
mpanies, one by one, were cajoled into 
t nering shares with various sticks and car- 
However, the national unit trust, 
nareksa, set up around the same time 
tockmarket and which takes shares 


es to individuals, is still by far the 
gest force in the market. It accounts for 
^ of total primary issue take-up so far, 
mpared with 2995 individuals and 
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market. | 
But a recent government decision al- 







instruments, thus there is a fear that a sig- 
nificant amount of public savings will be 
diverted to bank Sem away from 
stocks and bonds. ~ 

Any major move away from stocks and 
into bank deposits would be a hard blow 
for the five-year-old stock exchange, 











will have to get used to the idea that re- 
turns on equity may initially be lower than 
on bank deposits.or bonds. The market 













By Andrew Tanzer 


groundwork, Taiwan has set up Interna- 
tional Investment Trust Co., the island's 
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M56, hold a. ajority 51% stake in 
the investment management company; 
nine foreign securities firms hold the re-. 
maining 49%, with Credit Suisse First 
Boston, Vickers da Costa, Robert Flem- 
ing and Wardley the main overseas 
shareholders. The chairman is Ronald 
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vehicle for opening the Taiwan Stock Ex- 
change indirectly. to- foreign. investors | 
(REVIEW, Mar. 10). Within the next few- | 
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| sult, shareholders tend to hold on to their 


stock, hence the preoccupation with earn- | 
ing dividends. 


[eos interest in dividends is making 
the capital market an expensive source 


- of funds for companies going public. First, 


there is the official directioning which 
keeps dividends about in line with bank 


| deposit rates, so that investors will not 
lose interest in the market. Then there is 
suffers from a limited number of listed | 
| uaa and an inaetive secondary mar- 


the fact that dividends are paid from post- 
tax Pe whereas interest is tax douur. 





New route into Taiv 


A trust company is established to éhannel foreign 
money indirectly into the Country: S stockmarket - 


staff and is still wait for the Taiwan 


Government to finish drafting legislation 
governing trusts — the island has no trust 


law at present. 


After some.preliminary marketing, the 


nine foreign shareholders, all of which 


i$ underwriters, said they were 
underwrite a total of at least 








: eg | US$30- million: Hall said the actual 
io of listed shares for | amount may be as much as double the 


minimum, though some of the potential 


investors were sounded out before the re- 


-cent surge in the local stockmarket, which 


has seen.the weighted index rise by two- 


thirds this year. Vickers da Costa and 
. Robert Fleming will do most of the mar- 
keting; institutional investors, and espe-- 


cially pension funds and investment trusts, 


will provide the main market. 


The beneficial certificates will be re- 
deemable after two years (the Ministry of 


| Finance may relax the rules if all goes 


smoothly) and dividends will be paid out 


once a year; capital gains will be tax-free 


while 





dividends will be subject to a 20% 


| sehi ding tax. An annual 1.5% fee: as~ 
Il, the initial fund will | $ 
sar, though there is no. |. 
timetable. vine company has yet to hire 
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Jakarta stock exchange: hoping for a breath of life. 


ble. So the effective borrowing rate (even 
assuming an interest cost of 24%) is still 
lower than the cost of equity financing. In 
short it is cheaper to borrow. 

The very high payout ratios required to 
sustain an acceptable dividend yield are 
causing a significant drain on public com- 
panies' cash flow. So it is hardly surprising 
there are to date only 17 publicly listed 
companies. 

With profits in decline, dividend yields 
for 1982 were below private bank deposit 
rates, reaching only 10-14%, so making it 
even less attractive for investors to hold 
shares. This helps explain the rather 
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buying no more than 10% of theshares of 
any individual company and to putting a 
maximum of 10% of the fund into any one 
stock. 

The investment trust company will play 
the market by ear. If demand ts brisk, at 
least US$100-200 million of funds (or 
about 1.5-3% of the market’s current 
capitalisation) may be launched over the 
next few years, including possibly funds 
for local investors (the company is not li- 
mited to managing offshore funds). In- 
deed, one of the governments prime 
reasons for open- 
ing the stock ex- 
change to a for- 
eign-dominated in- 
vestment trust is 
to introduce con- 
cepts such as 
trusts, securities 
analysis and port- 
folio management 
to the island. 

Financial] au- 
thorities talk of 
promoting local 
institutional in- 
vestment in a 
stockmarket long 
dominated by in- 
dividual investors; 
the government 
would like to see, 
for example, trust 
companies putting 
money into the 


Taiwan trading floor: the 


FAR EASTERN ECONOMIC REVIEW e JULY 28, 1983 





WENDY FORDVCI 


lacklustre trading performance in 1982. 
This presumably kept Danareksa oc- 
cupied to prevent otherwise sharper drops 
in prices. 

Danareksa's capital base for the past 
few years has remained constant at Rps 50 
billion, limiting its capacity to continue its 
market-propping operations indefinitely, 
especially as the capital market expands. 
Consequently, it appears Danareksa is 
slowly allowing larger price fluctuations to 
occur. Goodyear's stock, for example, 
was allowed to fall to its nominal price of 
Rps 1,000 in March. The fall would have 
been greater were it not for a regulation 


stockmarket rather than into property. 
Some observers are sceptical of foreign in- 
terest in a market known for speculation. 
stock manipulation and low accounting 
standards. Hall compares the local ex- 
change to that of Hongkong 10 years ago 
— one dominated by small family-owned 
enterprises with dubious accounting. "If 
you wait for everything to be put into 
order, you're going to be missing a lot of 
opportunities," he commented. "It's risky 
here, but there's high growth potential." 
The average price-earnings ratio has 





doors open. 


which prevents the sale of shares at prices | 
lower than their nominal valuc. 

With Danareksa concentrating more of 
its efforts on managing its mutual funds 
and less on influencing price movements 
in the secondary market, share prices are 
expected to move more freely in future. 

For the moment, though. it looks as 
though secondary-market doldrums are — 
starting to spread to the primary market. 
PT Sari Husada, a locally owned baby- 
food producer which recently became the 
17th listed company on the Jakarta mar ~ 
ket, also became the first company to have 
its shares undersubscribed on flotation. 
Asa result, PT Ascam, the lead underwri- — 
ter, was stuck with about Rps 500 million ~ 
worth of Husada stock, out of a total issue 
of Rps 1.85 billion worth. "d 

Husada's reception was to some extent 
anticipated. The three most recent pr- — 
mary offerings had experienced consider- 
able difficulty. Moreover, Husada's offer- 
ing came in the middle of the fasting” 
month of Ramadan, a time when people. — 
normally spend rather than save. In addi- — 
tion there was the unexpected boost in 
state bank-deposit rates shortly before the — — 
offering. | 

But some blamed the undersubscription 
on what was considered an over-valued 
issue price (at Rps 1.850 a share). Sources 
indicated this was one reason why 
Danareksa initially committed itself. to 
taking only 10% of the offering — down 
significantly from its normal 30-50% par- 
ticipation. a 
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been traditionally low, though the rocket- — 
ing index in 1983 has @ised the figure 10- — — 
12 times; dividends are typically 10% in — 
most years, 60% paid out in stock and 
40% in cash. 

Perhaps in part for its new foreign audi- ` 
ence, the Securities and Exchange Com- — 
mission (SEC), spearheaded by its chair- 
man Pai Pei-ying, has begun a crackdown 
on stock manipulators and unscrupulous - 
accountants. Taiwan has been rocked re- 
cently by a series of bankruptcies of listed 
and unlisted enterprises which were found - 
to have fraudulent financial statements. 

The SEC has prosecuted managers of 
some of the companies accused of false ac- 
counting and has threatened action . 

k 
* 
| 





against accounting firms which certify 
false statements. Legislation recently 
passed requires accounting firms auditing 
listed companies to employ at least three 
certified public accountants and to have — 
two sign financial statements (formerly 3 
only one signature was needed). : 
The SEC's new, tougher stance will not ] 
wipe out fraudulent accounting overnight, — - 
Some bankers regard misleading financial — — 
statements as more the rule than the ex- — 
ception. But by demonstrating its deter- 
mination to enforce accounting standards 
by prosecuting companies, the SEC ho 
to make managers and accountants think 
twice before cheating. And foreign invest- 
ors may jump at the chance of entering. 
albeit indirectly, a stockmarket which is 
both strengthening and improving its op- 
erations. a 
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A sale with a snag 


The latest move in the restructuring of Carrian is the disposal 
of banking and insurance interests to a mystery buyer 


By Philip Bowring 

m to form, the latest move in the 
restructuring — or dismemberment — 

of the Carrian group involves a hitherto 

mysterious Malaysian investor and ap- 

pears to include an indirect kickback 'to 

creditor banks. 

On July 13, Carrian Investments an- 
nounced that it had entered an agreement 
to sell the whole of its 24% stake in Union 
Bank for HK$7.50 (US$1.04) a share, net- 
ting HK$173.8 million, and 53.1% of its 
quoted subsidiary, China Underwriters, 
for HK$2.03 a share, netting HK$119.7 
million. The buyer was announced as 
Fleuret Investments, a company incorpo- 
rated in Jersey, the Channel Islands, but 
which the REVIEW understands has 
Malaysian principals. The sales would in- 
volve Carrian in extraordinary losses of 
some HK$150 million, but enable a sub- 
stantial, though undisclosed, reduction in 
its debt. 

On the face of it, this looks a simple 
enough transaction. But closer inspection 
reveals some so-far-unexplained nuances 
that the authorities will be expected to 
look at very closely. Official approval for 
the deal is required on two counts. First, 
Underwriters is an insurance company 
Operating in Hongkong. Any change in di- 
rectors or control (meaning underlying in- 
terests) must be reported to the registrar- 
general for approval. 

Secondly, the Underwriters purchase 
— which involves a change of control — 
requires a waiver by the Committee on 


- Takeovers and Mergers of the require- 


ment that a general offer be made to all 
shareholders at a price not lower than that 
paid to acquire control. Fleuret has of- 
fered to stand in the market and buy all 
shares offered at HK$2.03 for three 
weeks, but not to make a general bíd. 
The registrar's approval is not, ia theory, 
needed until after the deal is complete, 
but it seems unlikely that the takeover 
panel will allow a partial bid unless it has 
assurances that approval would be forth- 
coming. It is also expected to require that 
the identity and intentions of Fleuret be 
revealed. The long-suffering public 
minority in Underwriters have a clear 
right to know who would be running the 
company in the future, so they can decide 
whether to part with their shares or not. 
In principle, there seems to be no parti- 
cular reason to object to a waiver of the 
general-offer requirement. But the com- 
mittee will need to look very closely at 
another aspect: the whole deal is contin- 
gent on the agreement of financial institu- 
tions which hold Carrian’s shares in both 
Union Bank and Underwriters as security 
for loans. There are many of them. Seven 
loans, some syndicated, to Carrian Invest- 
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ments totalling some HK$900 million are 
in part secured on Union Bank and 
Underwriters shares. The financial in- 
stitutions will be encouraged to accept the 
deal partly by a 2% “commitment” fee. 

But more controversial is another 
clause in the agreement that provides, if 
the share sale goes through, for HK$177 
million to be paid in instalments over two 
years by Fleuret to fund repayment by 
Carrian Investments of amounts it owes to 
Underwriters, and of monies owed by 
Carrian Holdings (the parent) to Carrian 
Investments. 

The wording of the Carrian announce- 
ment is obscure but the REVIEW under- 
stands that Fleuret will pay off Invest- 
ments’ debt to Underwriters (estimated, 
by extrapolating from a set of accounts 
prepared in November 1982 by merchant 
bank Wardley, to be in the region of 
HK$125 million) and part of Holdings’ 
debt to Investments. The amount ad- 
vanced would then become a subordi- 
nated debt owed by Holdings to Fleuret. 

The net effect of this complex proce- 
dure appears to be that Investments’ debt 
would be reduced by the amount it owes to 
Underwriters and its cash position im- 
proved by whatever it is paid in respect of 
Holding’s debt to it. For Fleuret to make a 
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Carrian HQ: more mystery. 





subordinated loan to the almost bankrupt 
Holdings, under the circumstances, seems 
to amount to a thinly disguised payment to 
Investments, which will directly benefit 
the creditors of Investments. 

Whether HK$2.03 a share is a fair price 
to offer to other shareholders cannot be 
judged until some accounts are produced. 
It puts a total value of HK$225 million on 
the company which is believed to have 
fixed assets worth about HK$418 million 
and debts of HK$270 million. The insur- 
ance business may be worth up to HK$100 
million, but its current assets have been 
depleted by its loan to its parent. 

The question that must be asked, how- 


Evergo comes to market 


A household-appliance manufacturer will be Hongkong's 
first industrial firm to go public in two years 


By Christopher Wood 


s fa recent renewed strength of Hong- 
kong's stockmarket will soon be tested 
by the territory's first industrial flotation 
since 1981. Evergo Industrial Enterprise, 
a manufacturer of ceiling fans, kerosene 
heaters and other household appliances, 
announced on July 19 that it is seeking to 
raise HK$150 million (US$20.9 million) 
through a new issue of 75 million HK$1 
nominal shares priced at HK$2 each. 
Co-underwriters of the issue, merchant 
bankers Wardley and Jardine Fleming, 
are expecting a strong response, particu- 
larly from local and overseas institutions 
which consider themselves underweight in 
industrial stocks. This reflects the relative- 
ly small number of industrial shares 
quoted on Hongkong's stock exchanges, 
which remain dominated by property is- 
sues — a fact which has led to widespread 
criticism that the capital market does not 
reflect the territory's mainstream manu- 
facturing sector. The last industrial com- 
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pany to go public was the electronics con- 
cern, Conic Investment, in July 1981. 
More than seven times oversubscribed, it 
was the first such issue for eight years. 

The prospectus for the Evergo issue was 
to be circulated on July 22 while the last 
day for applications is July 29. Founded in 
1978 by Joseph Lau and Charles Leung, 
the company initially specialised in mak- 
ing ceiling fans. Its largest market is the 
United States, and particularly Florida 
and it has close connections with large 
household retail chains nationwide. 
Evergo has since diversified into kerosene 
heaters by acquiring a controlling interest 
more than a year ago in an ailing Japanese 
company. Part of the funds raised from 
the issue will be used to buy out the 
Japanese partner's remaining minority 
stake. Otherwise, proceeds will be used to 
wipe out a HK$34 million bank overdraft. 
expand production facilities and bolster 
working capital. 
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Evergo mE some 1, 200 people in | 
Hongkong and Japan and recorded an es- 


timated profit for the year ended April of 


.HK$67 million on turnover of around | E 


HK$250 million. New product plans in- 
clude electric and gas heaters plus various 
other household products. 

|. A spokesman for Wardley said Evergo 
first approached the merchant bank about 
the possibility of going public some two 
years ago. The issue comprises entirely 
new shares, leaving the controlling 
shareholders with an effective dilution of 
their holding from 100% to 70%. Noting 
that Evergo's short history provided an 
unusual example of a Hongkong company 
turning round a failing Japanese business, 
Wardley was confident the issue would be 
well received. 

Market feeling is that if it proves success- 
ful it could pave the way for a number of 
further industrial new issues. Rights issues 
 €an also be expected if the market con- 
tinues strong, especially from those indus- 
trial and utility companies which have 
proved most favoured by institutional in- 
. vestors in recent months. 

.. - Board lots for the Evergo flotation will 

5 bei in units of 2,000 shares. Of the HK$150 
million to be raised, HK$10 million will be 
unted for by expenses. - | 
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If you'd like to know more about our freque 
business travellers, write on company letterhea 
and we'll be glad to send you a copy of the late 
1982/83 6 City Media Phase from the INTR 
MAR STUDY independently conducted by 
ternational Travel Research Institute. The fact 
speak for themselves. You! Li see how well- tra : el 
led we are. 



























Address your inquiries. to:- - 
Elaine Goodwin, . 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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against a master questionnaire provided by Yearbook 
experts. 
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Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW's cor- 
respondents provide on-the-spot reports from every 


major Asian capital. From Islamabad to Tokyo, Peking 


to. Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Review 
can. 


Soft Cover: HK$110/US$16.95/£9. 95/S/M$38. 50 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 . 


For airmail delivery, = add: - ~ HKSIQ/USSE/ES.S/SIMG1S. 50 


To: Publication Division, . 
Far Eastern Economic Review, 
G.P.O. Box 160, 
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Ti Potehes in by OUF to oversee pay- 
ments when the run began on July 6 — as 

special managers to assist the provisional | 
liquidator. 

OUF's offices had been closed on July. 
11, five days after the start of the-run, in 
the wake of the conviction of the company 
and its former managing director, Seah 

Say Yoong, for making an unsecured loan 
of $$720,000. OUF reopened its doors on 
July 15 and the DBS overdraft brought the 
run under control. The winding-up peti- 
tion was to be heard inthe High Court on 
July 22. In return for the overdraft, DBS is 
likely to take over the more than S$30 mil- 
lion loan portfolio of OUF, which is 
mainly in housing mortgages and hire-pur- | 
chase loans. 
Banking sources said OUF's portfolio 
was quite healthy. The likelihood of de- 
fault on the loans was slim, as most were to 
individual borrowers. Thus DBS, the 
majority of which is owned by government 
institutions, may stand to gain from the 
deal. "Even if DBS ends up losing a bit in 
the bargain, the authorities can find ways 
to compensate it elsewhere," one foreign 
banker commented. But there is not likely 
to be any compensation for the sharehol- 
ders of OUF, which is mainly family- 
owned. 
While the run on OUF was under way, 
tlie commercial crimes division of the Cri- 
minal Investigation Department (CID), 
acting on “certain information received,” 
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- OUF reportedly | have been que 
-{ the police in this investigation and docu- 
| ments belonging to the company have 
been seized. . 

In another development, four private. 
individuals have sued OUF, Tan and his. 
. daughter-in-law for damages for alleged ho 
| OUF without causing a run on the 
| company. 


| leased on a bond 
o | later, OUF's chairman Tan. Guan Siong 
?- | was also arrested and released on a simi 
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Seah was aeta in. aiunaecton wath 
this investigation on July 11, but was re- 
of $$500, 000. A day 





conspiracy, fraud and negligence arising: 


. from the sale of two houses in 1978. The 
plaintiffs had secured a loan of $$350,000 | 
from OUF in 1973 and mortgaged the two. 
| properties to the finance company. As the | 


loan was not repaid, OUF took possession. 
of the houses after a court case in 1977. 

OUF sold the houses to Tan's daughter- 
in-law. 

The plaintiffs charged that the houses 


| Mitsubishi bows 


house, fell.by 25.2% to ¥25.4 billion 


unchanged, 
* 15.68 trillion; the figure would have 


ous year's ¥26.78. 
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Bundaberg i in slump 


Sugar Co. has reported a 51% slide in its 
net profit to A$8.7 million (US$7.6 mil- 
lion) for the year to Apr. 30, compared 
to A$18 million in the previous year. 
Low sugar prices were the main reason 


ter-than- -expected profit. Revenue dur- 






ion previously. 


Consolidated net profit at Mitsubishi | 
"f provision was reduced to A$5.8 


Corp., Japan's largest general trading: 
| (formerly A$14 million) while t 


| dropped by 4. 6% but for an effective i in- 
crease of ¥770 billion owing to the yen’s, 
depreciation during the period. Exports | 
and imports were little changed. Domes- . 
tic transactions, comprising 40% of total 
sales, dropped 2.6%. Net income per | 
share was € 19.98, down from the previ- | 


Australian sugar producer Bundaberg: 


















were sold to Tan's daughter-in-law at 
below market prices by OUF and claim | 
the difference between the fair market- 


im COMPANY RESULTS i 


| (US$106 million) in the financial year | 
ended Mar. 31. The company said 31 of - 
its 63 subsidiaries at home and overseas. 
suffered losses. Total sales were almost 
inching up by 0.3% to | 


for the fall, though firming prices late in |. 
the period helped the group post a bét- |. 
| lion. The directors are recommending 
he. dividend for the year of 6 S cent 
T$ are pU 4 


926 to A$148.7 rs : 
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: and Seah, and whether the N ? 
have protected the interests o. 
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getting more than it deserves wi 
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Jack Chia slows dowr 


Singapore trading group Jack | 
MPH has reported after-tax profi 


“the Australian dollar (the company 

















company and appoint a 4 
liquidator. MAS officials were not av: 
ble for comment on the case. 

- However, the speed with w 
MAS moved indicated the sterti 
view of the OUF case and its í 
tion to make the case an example 
rest of the financial communi 
gent opinions have been voiced 

























with the High Court fine impo 


positors as well as the shai 












































As one veteran foreign banke "to 
REVIEW: "The liquidation process a 
continuing investigations and cour 


eye for a long time to come. Wh 
judicial outcome of the cases, the a 
publicity itself will remind. the publ 
the government will not ati 
minor violation of laws. Wh th e 


Interest income fell to A$1.2 mi 
(previously A$3.1 million) while i ter 
costs doubled to A$1.8 million. Th 


ciation provision was boosted: to A$ 
million from the previous A$3. 9 mi 
The final dividend was cut to 5 A 
share (previously 7.5 cents), gi 
annual payout of 10 cents a share d 
from 15 cents. i 


S$4 million (US$1.9 million) forthe year 
ended Mar. 31; an increase of only 2 
over the previous year. Total turno 
grew 5% to S$72.7 million but op at ng 
profit declined 11% to S$7.97 milli 
The company blamed losses of SX 
million resulting from the weakeni 


substantial trading business with that 
country) even before its devaluation ir 
March. ; 

Net profit atibutable to shareho 
ders, after extraordinary items includit 
losses from the Australian dollar’ 
valuation, declined by 59% to $$3.1: 






















—V.G. KULKAR 
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- Australia stands out 


ASIAN markets turned in a mixed performance in the period to July 18. Australia hit a high 
for the year, New Zealand extended earlier gains and Hongkong benefited from mounting 
bullish sentiment. Singapore and Kuala bumpur saw substantial corrections while Tokyo 


dt * 
pm 
x ehib rt 


eased slightly. Movements elsewhere were small, with trading generally listless. 


HONGKONG: Amid growing bullish sentiment, 


the market advanced into new ground. The, Hang 
Seng Index closed at 1,071.51, up 63.06 points or 
6.25%. Turnover remained high, averaging HKS310 
million (US$43.1 million). Brokers noted the mar 
ket's ability to consofidate above the technical 1.060- 
point leveland many arc'now forecasting a continued 
rise to 1.200. Buying is both local and from overseas, 
including Malaysia and Singapore, where invéstors 
are taking profits and diversifying into Hongkong. 
Leading performers included Swire Pacific and 
China Light and Power, though generally all coun- 
ters gained. One potential barrier is the next round of 
Sino- British talks on Hongkong 's future, due to open 


in Peking on July 25. 


TOKYO: in a mood of listlessness, the market 
dropped again, with the Nikkei-Dow Jones Average 


Closing at 8.885.07, down 83.70 points for the period. 


Brokers sat on the sidelines and private investors 
took profits. Wall Street had little effect. New margin 
requirements depressed blue chips in particular. 
Turnover was low as the market entered the summer 
season, which is traditionally sluggish. Some buying 
in the second section was noted. 


SINGAPORE: [he expected correction occurred, 


sending Fraser's Industrial Index 243.82 points lower 
to its closing 5,498.94. The period’s losses were more 
than double those inthe preceding one. Turnover for 
the four trading davs (the market was closed on July 
12, the Hari Raya Puasa holiday) totalled 65.6 mil- 
lion shares or an average of 16.4 million units a day. 
Buying interest centred principally on speculative 
counters of companies located mainly in Malaysia. 
Investors were unable to look to Wall Street, which 


- itself has been going through a correction, for leads. 


Brokers have tightened margin requirements. 
Analysts do not expect a crash but maintain that the 


- correction will continue. 


— KUALA LUMPUR: Fraser's Industrial Index 


closed at 3,622.64, down 106.11 points or 2.8% from 
the previous mark. Total turnover in the three-day 
trading period was about 36 million shares or a daily 
average of almost 12 million units. The exchange was 
closed on July 12-13 for the Hari Raya Puasa holiday. 


The endof the fasting season also broughtan end to 


the bull run which had persisted for several months, 


- though doubts have remarned about the fundamen- 


tals. Buying interest centred around» selected 


— speculative counters. Despite the lack of good news 


both from abroad. and within the local economy, 


there is plenty of liquidity and analysts expect con- 
tinued buying interest!in. blue chips following a 
“period of correction. 


2 4 2^ 
AUSTRALIA: Exceptionally strong offshore de- 


mand for blue-chip stocks drove the Australian All- 
Ordinaries Index up an impressive 22.2 points to 
637.9 by the close. The market is now at its highest 
point so far this year, well above its low of 487.7 
points at the start of trading in January. Most 
offshore institutional investors are buying major 
lines of Australian stocks on the belief that local 
prices are still low, especially when compared with 
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the prices stocks have run to on the New York and 
London exchanges, presently undergoing a correc- 
tion. The market rally has coincided with more op- 
timistic economic forecasts, which indicate that the 
economy sank to its lowest point during the first 
quarter of the calendar year and that trading condi- 
tions are expected to slowly but progressively im- 
prove over the next I8 months. 


NEW ZEALAND: The uptrend which began late in 
the previous period continued, with buying support 
holding up well. There was strong interest in major 
rights issues currently on the market, with NZ South 
British, NZ Steel and Winstone particularly well bid. 
Fletcher Challenge improved following reports of ex- 
cellent gains for its partly paid shares in its Crown 
Zellerbach Canada operation. The market remains 
subject to conflicting influence from the impending 
budget, interest-rate expectations and the mixed 
company results being reported. 


BANGKOK: Prices rallied on a broad front, with 


second-line issues advancing sharply. Heavy buying 
of quality issues, such as textiles and other indus- 
trials, initiated the rally which was re-kindled, after 
profit-taking in the middle of the period, by a scram- 
ble for cement and textiles issues. Investors and 
brokers expect the market to strengthen, with sec- 
ond-quarter earnings to be announced soon. Aver- 
age daily turnover was Baht 46 million (US$2 mil- 
lion). The Book Club Index gained 1.83 points to 
close at 129.81. 


SEOUL: r he market recovered slightly towards the 
end of the period as listed companies issued mid-year 
performance reports. The composite index cldsed at 
123.37 points, a gain of 1.21 over the previous period. 
Average daily volume rose slightly to 5.89 million 
shares with trading focused on wood, wood-products 
and transport stocks. The market outlook, analysts 
said, has turned bright, with the Ministry of Finance 
revising issuing regulations to make it easier for 
smaller companies to go public. 


MANILA: The action in an otherwise dull week was 
in Philippine Long Distance Telephone (PLDT), re- 
flecting the strong performance of the telephone 
monopoly on Wall Street where arbitrage operators 
cashed in on currency spreads. Market-wide, a re- 
cord low of only 223,000 shares changed hands. 
Value turnover reached P15.5 million (USS1.4 mil- 
lion), of which PLDT accounted for P3.7 million or 
around a quarter. Mine favourites were mostly un- 
changed in thin business. 


TAIPEI: Investors appeared uncertain which way to 
move and the market fluctuated throughout. the 
period, with the weighted price index closing a little 
more than one point higher at 738.43. Some analysts 
said the market was in the summer-holiday doldrums 
while others pointed to the turnaround in the econ- 
omy so far and the imminent opening of the market 
to foreign investment as factors boosting buyer confi- 
dence. But the former observation seemed to hold 
more weight, with average volume falling sharply to 
NT$1.29 billion (US$32.4 million). VEN 




















AUSTRALIA 


Aust. All-Ordinaries Inde» 
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July 18 6 
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Sarto Steamstup 252 23 — 
Sankyo Pharm 801 LE. 24 B 
Sanwa Ban 500 - 304 
Satsu: Pretab Homes 645 t1! 157 
Sharp 1350 07 370 
Smsedo 1010 «10 19 4 
Sory 3310 09 t86 
Surmtomo Bank 500 t2 18 5 
Tase Const 220 27 25 
Takeda Chem 785 -19 305 
Too Manne anc Fite 474 02 29 5 
Tokyo Elec Power 268 31 119 
Toray 408 53 Mg 
Toto 500 — 214 
Toyo Kogyo 416 +07 139 
Toyota Motor 1200 ~- 204 
Y amana Motor 520 T6 -- 
NZUC Index 
July 12 853.36 
July 13 349.42 
July 14 854.29 
July 15 863.31 
July 18 870.32 
Change on week +285% 
Juyi ‘change S 
N23 onweek yield 
As Harvey 375 27 59 
Bene, 398 08 25 
Cane Hot 560 ? 39 
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Feces 162 +25 73 
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Manila Mining Index 














July 12 1,533.06 
July 13 1,533.06 
July 14 1,525.04 
July 15 closed 
July 18 1,533.06 
Change on week +0 79% 
July18 “change *% 
Peso onweek yield 
Acoye Ming = = E 
Anas- B 36 50 
Baguo Gold-& 0 0028 -— - 
Fs-Am — - - 
Furst Holdings 670 — 162 
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Fraser's Industrial Index 
July 12 closed 
July 13 5,623.84 
July 14 5,598.27 
July 15 5.591 71 
July 18 5.498.94 
Change on week -4.10*6 
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Composite Index 




















July 12 121.26 
July 13 121.04 
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July 18 123.37 
Change on week +0.99% 
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July 12 740.62 
July 13 727,98 
July 14 731.80 
July 15 750.20 
July 16 745.80 
July 18 738.43 
Change on week +0,17% 
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NTS onweek yield 
Asia Cement 25 60 20 29 
Cathay Const 27 40 t5 80 
Crina Rebar 1210 21 <. 
Chung Hwa Pulp 22 10 38 23 
Chung Stang Texte 13 45 07 - 
Far East Textile 16 30 12 25 
Formosa Plastic 29 70 03 27 
Nan Ya Plastic 30 00 20 23 
Tawan Cement 22 50 '23 27 
Tatung 15 80 o6 32 
US! F a East 29 40 68 
Yue Loong Motor 19 20 20 -—- 


NEW YORK 





—M— a ee — — —M 


SOURCES 
Japan Nomura imerabonu (MK) Monghoag Hongkong Stock 
Escnange Mang Seng Bark Ausman and Singapore Peers 
Phéppews Arseiro Tomdad & Co Than Boos Club Fh 
mance and Secures Co New Zealand Renou! Parmes 
South Korea and Tawan Gartmore (Hongkong) Lig 


x 77 








» — - - = - p= 


| Se 
INTEREST RATES (%) 









17-44 
or | 







1$ 
16 
“4 







forward. Japan Y240 212. Hongkong HK$7 17, Singapore S$? 17 
yre-Mataysia: S$1! - MS! 095 €! - HK$10 95 






A 
. Desi Perera Far Eas! Lio to dananote selling rates anc ofi 
fates when avaiabie on the Hongkong matet, Reuter tor spot 


and tormard (ates trom local and intemabonal marsens 














t eddie rates — Sources Astiey & Pearce (Hongkong, regas Co Lid 
















Buying and setting rates where available | July 18) Fixed-interest bonds (US$) July 18 


[umen [ eomm | — dmontheago | Tem Ausvaba 8-1 4^. 92 9634-87-14 
Canada Govt 14-38% 87 108-3 8— 108-78 
Cuocorp 16-34% 85 106-1 2-— 107 
CIBC 16-3.4^, 91 115-1/4-—*15-1:4 
ONA 15-1 4*. 96 T1!0-1:4— 110-374 
Deutsche Bam 14-1 4 89 107-7:6— 108-38 
EDF 11.14% 90 94-58—95 1:8 












7$ 15—75 30 
73.55 


76.90 


















8405 —8415 8 630-—8 640 



















8.470-—8,.475 EEC 14-34% 95 107-34— 108-1/4 Y 
302? 31 78 ECSC 11-1 2*. a8 99-14—99.34 f , 
1 115-1 1 
42* 00—421 50 441 —447 £IB16-34* 9 5-12—116 





GMac 14-34% 87 102-1:4—102-3:4 
IBM 14-34% 85 104-1:4—105 


























75 60 72.20—72 35 Midland 11:12 92 96-12—9? : 
7690—7? 00 Prudentii 12-34 92 103-38— 103-78 
OFC NZ 11-34 89 97-1 2—98-12. 
795—505 791—805 4690-- 505 Nat Wes! 14-24% 91 n212—113 
267 00—267 50 272 50—273 SO 199 00—199 50 OKB 10% 85 97.7 







Ontano Hydro 16% 91 334—114-14 .— 
Quebec Hydro 17-14% 9! 19412 
Stated 9-5 8^, B9 912—909 —— < ‘ 
Sweden 12365 8* 100- 04—100-3/4 e 
Swedish Ex Cr 15-345, 96 105-8 8— 106-18. A, * "a. 
SNCF 13% 9! LE 

Walt Disney 15-)4 ^, 86 

World Bank 16% 85 

Word Back 16% 88 

Word Bank 15%; 87 109-18—109-$8 

Work! Bank 15% a8 110-14 —110-0/4 


Winnipeg 175, B6 M2-8—1258 | 
` E r 
o5 












1.501—' 504 
1 516—1 S17 


1241—1 243 835—837 



























825-834 
822 SO-—830 00 


790—795 699—700 

















157 50--157.75 171 285—171 7*5 


162 30—162 40 


117 75—117 85 114 55-115 00 


















3750 
357 25—357 50 







345 00—345 50 


3725 338.75 







651 
851! 50—652 00 





m : nd 100 55— 100 75 
38 40-98 40 
100.00—100 20 
100 0$— 100 30 
89 75— 100 00 
99 85-.- 100 05 
$9 506—299 70 





327 50—329 505 
309 00—309 25 





31025—3107$ 

















K atonne (1) MS ang 13) USS an oz Mi USc ab 
(6) USc a 55 ib dusha (9! USS a tonne (10) Mc aig 


ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
Hongkong Singapore Maieysin Thailand indonesia Philippines 


Japan 


252 
6) MS a ongian (7) USca 60b husnei 
















24% 6*5 46% 


ha 









fa 





HK$5 24b 
(Mar -May) 
HIKSI 70b 
HK$4 790 







HKS34A (66b 
8168 
115958 










HK$39 915 
~11 63% 
1149 








Oct. 79--Sopt B0 






vw249 301b 
(May) 
AT 
-755% 
















Currency plus bane deposits. Hongaong hgures tor 1982 onwards neiude NCDs (4) Perinsular Maiaywa only 
. wscept!ór Singapore and Taiwan (6) Customs bass — (7) où (8) cl (9) Based on letters of credit with Bark indonesia — 00 Base changed as from July 1982 





(5) IME dehevhion of reserves minus gois 








Government copyright reserved * SDS 33/83 (75) 





For the discriminating condominium buyer . 
luxury living in a prime location 


Orchard Bel-Air 


Built on an attractively wooded Orchard 
Boulevard site is one of Singapore's best 
located and best designed luxury condo- 
miniums . . . Orchard Bel-Air. An elegant 
25-storey tower, comprising three sleek 
semi-circular blocks, it provides panoramic 
views of the impressive and ever-changing 
Singapore skyline. Orchard Bel-Air, in 
addition to its spectacular views and so- 
phisticated interiors, also provides the 
ultimate in convenience. Just a short walk 
away are the shops, supermarkets, clinics, 
restaurants, hotels and cinemas that line 
exciting Orchard Road. 





Orchard Bel-Air offers exclusivity, with a 
total of only seventy-one units . . . just 
three per floor with built-in areas of appro- 
ximately 300 square metres. Also featured 
is one 2-storey, 593 square metre pent- 
house. The latest electronic security 
systems and 24-hour guards provide ten- 
ants of Orchard Bel-Air with protection 
and privacy. 


Given its prestige location and other out- 
standing features, Orchard Bel-Air pro- 
mises to be city living at its finest, and as 
such, a truly sound investment 


Developer: United Boulevard Pte Ltd 
(A member of the UOL Group) 


Developer's Licence No: 3383 

Lot No.: URA Land Parcel 98, Lot 1179TS XXIV 
Tenure of Land: 99 years leasehold w.e.f. 31.7.1980 
Date /No. of Planning Approval 

28.8.1981, DC No. 494/80 

Expected date of legal completion: 1.3.1987 
Advertisement Permit No.: 0810 





e Superb location within walking distance of exciting Orchard Road * Outstanding design received special men- 
tion from URA * Quality exterior and interior finishes and fittings * Security system includes guards and latest 
electronic protection devices * Central aircon, private lift lobbies and storage lockers * Comprehensive recrea- 
tional facilities and amenities * Prompt handover assured by reputable team of project architects. 


For enquiries please contact: UOL sales & leasing office 
7500A Beach Road, 2nd Storey, The Plaza, Singapore 0719. Telephone: 2922833, Telex: RS 22150. 








hirty-odd foreign correspondents des- 
perate for news and cold drinks are a 
pretty formidable proposition for any offi- 
cial chaperones. It was mainly thanks to 
the good humour of two Foreign Ministry 
=- Officials from Pe- 
king that a recent 
press tour of the 
Vietnam border 
area in Guangxi 
did not result in 
explosions rather 
than mere fray- 
ing of tempers. 
P Guangxi, though 
undeniably beau- 
tiful with its thou- 
sands of square 
miles of karst rock 
formations stand- 
ing up out of 
the lush, green 
valley floors, is a 
furnace in the 
—— | summer months. 
The local people 
move slowly, as 
though hypnotised 
by temperatures of up to 40°C in the 
shade. 
The visit to the border was organised in 
anticipation of an exchange of Chinese 
and Vietnamese prisoners held in armed 





Frontier quard 
on the alert. 





LETTER FROM FRIENDSHIP PASS 





clashes which are said to mar the peace — 
all of them blamed by China on Vietnam, 
of course, and vice versa. The Vietnamese 
agreed to avoid any shooting incidents as 
long as the correspondents were in the 
area, but were not about to give China a 
chance to organise a propaganda victory 
in coverage of the exchange. At the last 
moment they announced that it could not 


| take place until July 17, which was longer 


than any of the correspondents cared to 
wait. 
China claims that Vietnamese border 


| guards and troops regularly fire automatic 


weapons, mortars and shells across the 
border, killing and injuring Chinese villa- 
gers and destroying their property. The 
journalists were bussed to the village of 
Ping Meng, right on the border, and 
shown some small holes in roofs which 
they said were caused by mortars. 

It looked very much as though most or 
all of the mortars had been duds. There 
were no characteristic blast marks, and 
the villagers dug one of the shells out of 
the ground without even bothering to call 
in bomb-disposal experts. Confusion 
reigned in local people's memories of the 
incident, which seemed to have been 









official was unable to reply, then eventual- 
ly opined: “If we repair it, the Vietnamese 
may just shell it again." No injuries were 
reported from the mortar attack, but one 
middle-aged woman showed a purple 
bruise on her thigh which she said was 
caused by a rifle shot from the Vietnamese 
side, and a man had a clear entry-and-exit 
bullet wound on his neck. 

In the provincial capital, Nanning, offi- 
cials gave a pedantic enumeration of bor- 
der incidents, giving exact figures for 
numbers of rounds fired, but then agree- 
ing that in the case of automatic fire there 
could be no question of precision. At à 
county town, a spokesman accused the 
Vietnamese of "torturing" Chinese pri- 
soners. On closer questioning he said they 
had been beaten — and that one man had 
been made lame for life by being strapped 


spaced over four days in the second half of | to a "tiger-bench," on which the victim 


May and involved five or six projectiles. 
Asked why the small damage caused 
had not been repaired, a local commune 


cannot move his knee-joints for long 
periods at a time. 
Much of the border hostility clearly con- 


SELL 14 SEATS. 


The ATR-42 offers an early profit. In route 


studies of aerodynamics, structures, and 


studies made for more than 20 regional 
airlines in the U.S., the break-even point has 
ranged between 10 and 17 with an average 
of14 — a load factor of only 30%. 

The ATR-42's low break-even point 
means that, for very little more than the cost 
of a smaller airplane (about the cost of one 
seat), you will have an airliner you can grow 
into during the months and years ahead. 

Reasons for the ATR-42's low break-even 
point include its speed of 276 kts and its low 
fuel consumption — only 1,005 pounds for 
200 nautical miles. These performance 
benefits, confirmed by extensive laboratory 
and wind-tunnel testing, are produced by 
the ATR-42's new Pratt & Whitney 120 
turboprop engines, flat-rated at 1800 SHP, 
and by an advanced airfoil and airframe 
created out of our ongoing computer 


light, composite materials. 

Another economic benefit is the MSG3 
maintenance program. We are applying to 
the ATR-42 the same life-cycle maintenance 
program being utilized for the Airbus A310 
and the Boeing family of new jet transports. 

The ATR-42 is the inspired brainchild of 
Aerospatiale and Aeritalia, two 
distinguished parents who possess 
unmatched experience in every aspect of 
advanced aerospace technology, design, 
and production. No wonder the ATR-42 is 
acknowledged as the world’s most 
advanced regional airliner. 

Let us make an economic study for you. 
When you see the results, we think you'll find 
that the ATR-42 is exactly what we claim it is. 


The Front Runner. 


sists of words. At Ping Meng two enorm- 
ous loudspeakers were set up in a building 
facing the Vietnamese border forces who 
were invisible several hundred yards away 
from the line. Asked what the loudspeak- 
ers broadcast, a guide said: "News about 
relations between Vietnam and China." 

The frontier station of Ping 
Xiang (Bang Thuong) is still 
labelled in both languages, 
thoughtrainsnolongerrun across 
the border. 

The group also visited 
Friendship Pass, west of Ping 
Xiang, which over the centuries 
has borne different namesreflect- 
ing that this was where Chinese 
expansion historically came up 
against the martial nationalism of 
the Vietnamese. The path is 
marked by a huge stone arch, 
buildings on the Chinese side 
showing results of some light shell- 
ing and exchange of small-arms 
fire. Its name, in characters writ- 
ten bythe late Marshal Chen Yi, is 
inscribed over its south entrance. 
A member of the newly formed 
People’s Armed Police Force 
stands stiffly on sentry duty with 
an Ak-47 assault rifle. The Viet- 
namese post, afew hundred yards 
down the road, is out of sight. 

The officer in charge of the tiny 
frontier-guard unit told the cor- 
respondents that the Vietnamese 
had exploded a grenade shortly 








before their arrival. On further ques- 


tioning, though, it transpired that they 
were probably stunning fish in a local 
pond. 

No special military preparations were 
evident on the Chinese side of the border, 
though Chinese MiG23 jets were landing 
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Chinese advance during the border war: now it is a war of words 








and taking off at Nanning Airport. For ar- 
mour, the country is almost as bad as it 
could be, since the rocks and paddy fields 
would confine motorised war machines to 
the narrow and infrequent roads. How- 
ever, correspondents recall that their col- 
leagues who toured the border in 1978 also 
saw no military preparations, but 
China nonetheless attacked Viet- 
nam in strength a few months 
later. 

Most pathetic victims of the 
simmering border hostility are the 
refugees confined to rural work 
camps, from where they send out 
pleas to whatever relatives they 
may have abroad, and dream of 
being resettled in the United 
| States, France or Canada. They 
are given basic foodstuffs and paid 
tiny sums in cash to buy other daily 
requirements. 

China makes a distinction be- 
tween returned Overseas Chinese 
— who have their own settlements 
— and refugees of Chinese des- 
cent from Indochina, whom it con- 
siders the ultimate responsibility 
of the United Nations High Com- 
missioner for Refugees. In recent 
years there have been growing 
numbers of ethnic Vietnamese, 
Lao, Khmer and tribal refugees. 
Their prospects are bleak, but at 
least they are fed and housed, all 
270,000 of them. 

— DAVID BONAVIA 
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National Westminster The Action Bank. 


In the biggest international banking 
centre it towers above the rest. 


ational Westminster’s network of 

3,200 branches is larger than that 
of any other bank in Britain. 

So perhaps it’s not surprising that 
we also rank among the biggest banks 
in the world. 

There’s only one way a bank can 
grow like that. By providing customers 
with an unparalleled wealth of know-how 
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MEXICO TELEX 017 71786 SINGAPORE TELEX 28491 


and initiative.On demand.We believe 
no other bank can take wiser or more 
decisive action on your behalf. And we 
believe no other bank can make a better 
claim to be “The Action Bank” 

If you'd like to test that claim simply 
contact the manager of our nearest office. 

We're big enough to take it and act 


on it. 
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PO PER NATURAL 
E BRIT! Heth RS M^ 

The photograph of the Ginza, captioned 
as Hongkong by a French magazine 
[Traveller's Tales, REVIEW, June 30], is 
amusing. But this advertisement seems to 
have transported Switzerland's Matter- 
horn to British Columbia. Is the *super- 
natural" at work? 

Hongkong OSCAR M. UHLER 


In defence of the army 


Peter Hastings [REviEW, June 23] writes 
of the need to phase out the Papua New 
Guinea Defence Force (PNGDF) in 
favour of a "special paramilitary police 
force with mixed military and police func- 
tions." It is true that the need for a regular 
defence force has been questioned from 
within the Foreign Affairs and Trade De- 
partment, but Hastings neglects to men- 
tion the traditional lack of trust and co- 
operation between that department and 
the PNGDF, particularly over border and 
intelligence matters. 

Outside that department there is almost 
no support for the plan, though the 
PNGDF's problems — dwindling 
budgets, declining effectiveness, obsolete 
equipment and lack of a coherent role — 
have been widely acknowledged, for in- 
stance at an important seminar on the 
amalgamation proposal sponsored by the 
University of Papua New Guinea in June 
of last year. 

The seminar showed that amalgamation 
of the PNGDF and the police could easily 
exacerbate existing problems because of 
the following factors: 

» It could facilitate a coup against the 
elected civilian government. 

» Training differences between the police 
and army are fundamental — police are 
trained in personal initiative and mini- 
mum use of force, soldiers in strict hierar- 
chy and operational aggressiveness. 

» Police are strongly unionised; defence 
personnel are not. 

There would be few economies from 
merging the two forces. Merger would in 
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Service from the heart 
-a part of our tradition 





This composition in batik, a beautiful traditional 
art-form, portrays a scene from Indonesia's rich and 
dramatic folklore. It shows the simple generosity which is 
so much a part of the Indonesian tradition. In Indonesia 
such warmth comes easily. It comes straight from the heart 
— which is what makes it unique. 

Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 
you more comfortable. 
The little things that make 
the difference between mere 3 
service and service that comes 
straight from the heart. 

It’s what makes — J 
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the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart @ 


Jalan M.H. Thamrin, P.O. Box 3138, 
Jakarta, Indonesia. Telephone: 323707. 
Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI IA. 
British Airways Associate Hotel. KLM £t Golden Tulip Worldwide Hotel. 





For reservations contact: any Pan Pacific Hotel office or telephone: Tokyo 
03-214-5001, Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 
Or offices of major airlines. 

Other Pan Pacific Hotels are Hawaiian Regent, Le Lagon, Seoul Tokyu, 
Kyongju Tokyu, Indra Regent, Royal Cliff Beach and Sonargaon. 

Operated by Tokyu Hotels International. 
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Nees ! PEUGEOT © = 












ey 
x 


inifiec rine On d vis ari e 
thy that the Royal F New Guinea 
Constabulary has recently declined to be- 
come involved in the protection of the 
joint Papua New Guinea-Indonesian bor- 
der-marking teams which will begin work 
shortly. For its part the PNGDF has al- 
ways vehemently as becoming in- 
volved in control of tribal fighting in the 
Highlands. 

Those who would wish away the 
PNGDF should not forget the highly suc- 
cessful ration which put down the 
Espiritu Santo rebellion for the newly in- 
dependent government of Vanuatu in 
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linea's sole potential enemy, In- || 


donesia, would a paramilitary police force 
be an adequate pledge of the country’s de- 
termination to defend its sovereignty and 
attract international support? 

Hastings also needs correction on three 
non-debatable points. The PNGDF con- 
ducts four, not two, patrols in the border 
region each year. Elections are held every 
five, not every four, years. And the turn- 
over of MPs has been nearer 60% than 
80% since independence — 74 out of 109 
contested seats in 1977 (68%); 57 out of 
108 seats in 1982 (53%). 

Prof. G. P. KING 


Port Moresby University of Papua New Guinea 








Islam and society 


It is easy for journalists such as Husain 
Haqqani [REVIEW, Apr. 14] to preach the 
virtues of Islam and advise nations which 
are trying to evolve into secular, multi- 
racial, plural societies, but in Islamic 
societies today the room for dialogue on 
most questions is rapidly vanishing. 

Haqqani says "a classically secular sys- 
tem cannot work in a Muslim society and 
should not be expected to." First of all, 
there is no such thing as a “classical secular 
system," even if saying so makes Haqqani 
sound very scholarly. However, even if 
there were, Haqqani cannot help but be- 
tray himself when he says it cannot work in 
a Muslim society. It is simply that Islamic 
fanatics cannot allow plural societies to 
evolve. 

Haqqani says with reference. to 
Malaysia: "Any move in an Islamic direc- 
tion is interpreted as essentially incompat- 
ible with the rights of non-Muslims." This 
is not surprising, because non-Muslims 
are justified in harbouring such views. 
Haqqani as a Muslim ought to know that 
the status of non-Muslims in Islam is that 
of second-class citizens. Islam does not 
bestow on non-Muslims the same rights it 
bestows on Muslims, and Abul Ala 
Maududi, the Islamic scholar quoted in 
the article, says in his book, Rights of 
Non-Muslims in an Islamic State, that 
non-Muslims cannot be members of legis- 
lature, judges or members of the armed 
forces, or hold key positions in the admin- 
istration. If non-Muslims are to be dep- 
rived of their basic rights as citizens on 
grounds of religion, they are fully justified 
in fearing any revivalist moves in their re- 
spective countries. 

To compare Islamic revivalists with the 
Rev. Sun Myung Moon or Jim Jones is, to 
say the least, quite absurd. Moonies or fol- 
lowers of Jim Jones have no political or 
state power to back them whereas the pre- 
sent-day Islamic revivalists, be they in 
Saudi Arabia, Iran, Pakistan, Indonesia 
or Malaysia, have the support and 
backing not only of strong political 
groups but the state machinery as well. 
Today monarchs and military dictators are 
being backed and supported in the 
name of Islamic revivalism. And the 
monarchs and dictators have promoted 
and publicised the penal aspects of Is- 
lamic jurisprudence to terrorise and keep 
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their people under perpetual subjugation. 

For Haqqani, Islam may be a cohesive 
force stronger than ethnicity, language 
and culture. However, in reality, this is far 
from the truth. If Islam had such cohesive 
qualities, Bangladesh would not have 
broken away from Pakistan. 

The need of the hour requires the Is- 
lamic fundamentalists to do some honest 
soul-searching. If they sincerely wish to 
revive the past glory of Islam, they have to 
start by propagating the socio-economic 
and political aspects of Islam to introduce 
change in society. They must oppose all 
those forces of oppression that suppress 
the will of people in the name of religion. 
Hongkong L. K. CHOI 


A manager replies 


Unfounded allegations are being made in 
Hongkong against me about which I feel I 
should comment. 

>» The accusations of fraud are simply 
pure fabrications of Lloyds Bank Interna- 
tional. The voe eps business communi- 
ty will know in due course the reasons be- 
hind such hysterical inventions. 

> I have offered my cooperation to the 
bank to sort out any problems it may face 
in Hongkong due to deteriorating market 
conditions and to its failure to act in the 
manner demanded by the circumstances 
after my departure. 

» The two companies, namely High 
Plateau and Inmobiliaria, which have 
been linked to me do not belong to me. 
They belong to third parties, customers of 
the bank. 

» Myown assets are proportionate to my 
income and to my successful management 
of my savings and investments. To say 
otherwise is pure ignorance or envy. 

I am prepared to answer any questions 
regarding the above comments or any 
other matter in connection with my pro- 
fessional behaviour during my stay in 
Hongkong from 1977 to 1981. I wish to 
thank all my friends and colleagues who 
remain loyal to me and have witnessed my 
efforts aimed at achieving Lloyds Bank In- 
ternational’s objects and strategy in 
Hongkong. 


Buenos Aires 


Pseudonyms are accepted, but letters must 
bear the writer's signature and address. 
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1. Electric Furnaces 
. Easy to operate, highly versatile GEC 


electric furnaces are being widely 
used in Kenya, Tanzania, Malaysia 
.. and many other countries in Asia 

. and Africa. Providing maximum 
. utilisation of energy and raw 
. materials. Saving on capital outlay. 
- Proving the superiority of GEC 

.. furnace technology. 
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GEC India, the Indian member 


mpressive t 
.. Asia&Africa proves 
. that great technology 
works great anywhere 





2. Sub-station Installations 


GEC has been designing and 
supplying Sub-station Equipment for 
various applications in Asia and 
Africa. Among the most recent ones 
is a 10 MVA 132 kV Outdoor and an 
11 kV Indoor Sub-station for Mabati, 
Kenya. 


GEC manufactures Distribution and 
Power Transformers, OCB, ACB 
Vacuum Contactors, Vacuum Circuit 
Breakers, etc., which are gaining 
increasing popularity in the 
developing countries. 
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3. Motors 


The GEC range includes HT 
and LT motors of various 
types and duties finding 
applications in Power 
Houses, Steel Mills, Textile 
Mills, etc. The range also 
includes general purpose 
and agricultural pump sets. 





4. Pollution Control 

GEC offers tailor-made services 
from design to manufacture 
and commissioning of total air 
pollution control systems 





of the international GEC group FG which include equipment 
- has been putting botenditionad m such as d no Mestad 
_ GEC to work in Asia A pulse jet filters, bag house 
. and Africa. A filters, tower filters, compact 
ZA —31 ||| palle separators, electro filters, wet 
| fan Wt Vi, dust collectors, venturi wet 
F — dust collectors and venturi 
: scrubbers. 
| The General Electric Company of India Limited "e 
6 Chittaranjan Avenue, Calcutta 700 072, India o 
| Telex : 021-7460. Telephone : 27-2880 x 
E | If it’s engineered by GEC, it's engineered to last - 3 
Ex. | o 


TRADE MARK FBC PERMITTED USER—THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED. 
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Philippine President Ferdinand Marcos has taken action to stop 

his self-exiled opponent Benigno ‘Ninoy’ Aquino returning to 

the country. But the method chosen — an allegation of a death- 

threat and the refusal to issue a passport — reflects badly on 

the president and indeed ensures that whether or not he re- 

turns, Aquino will remain a talking point and a key factor in s 

Philippine politics. Chief correspondent Rodney Tasker reports 1 
28). Meanwhile, Manila correspondent Guy Sacerdoti À 

argues that the failing economy may be a more powerful oppo- |. l 

nent than Aquino (page 30) and Sheilah Ocampo-Kalfors, in her 


last story as Manila bureau chief, reports on Marcos’ political 1 
strengths (page 31). | 


A murder in Hongkong sparks a 
fresh political- .row over 
Malaysia's Bank Bumiputra. 


Page 14 

Pakistan's President Zia-ul Haq 
talks of his country's improving 
position in the world. 


Page 15 

Hongkong's Unofficial legislative 
councillors rebel — and push 
through a report calling for radi- 
cal changes to the education sys- 
tem. 


Page 22 

Increased military activi 
pushes a leading Burmese insur- 
gent group closer to the com- 
munists. | 


Page 24 
The political career of Burma's 
Brig.-Gen. Tin Oo is officially 
ended. 


Regional Affairs 


Malaysia: The embattled bank 
Conviction confirmed 
Pakistan: The lucky country 
Hongkong: Educating educators ____ 
Burma: The Shan state shuffle 
The one-armed bandit 
The final chapter 
Indonesia: Textbook for torture 
Refugees: A long way from 
home 
Cover story: Will he or won't 
he? 


The economy may be Marcos’ 
nemesis 

The president is on top in the 
game of cat and mouse 


| 
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| 
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Page 24 
A human-rights group calls on In- 
donesia to stop abuses in East 


Page 25 

The United Nations makes fresh 
efforts to solve the massive prob- 
lem of Afghanistan's refugees. 


Page 38 

The outlook could be bleak for de- 
veloping countries, cautions the 
World Bank's latest World Deve- 
lopment Report. 


40 
South Korea takes a second look 
at its current development plan. 


Business Affairs 


World economies: The upturn's 
down side 
The IDA in need of 
support 
Economic policies: Second 
thoughts in Seoul 
Company profile: 
The quiet advance of the 
Swire empire 
The search for a successor 
A question of rights 
Caretakers to a fortune 
Economic relations: Rocky road 
to Tokyo 
Malaysia's thaw continues 
Car wars in Manila 


Pages 42-48 


The Swire group has pe 


mushroomed but now has Hong- 
n uncertainty to reckon 
with. 


Page 53 

Japan and the United States face 
an uphill fight in trying to solve 
their trade disputes before Presi- 
dent Ronald Reagan's visit to 
Tokyo in November. 


Page 54 
Trade relations between Malaysia 
and Britain are looking brighter. 


Page 55 

Japan threatens to pull out of the 
Philippine car-assembly industry 
after a row over pricing. 


Page 58 

Banking circles are puzzled 
about the tough talk and actions 
of the Monetary Authority of Sin- 


gapore. 


Companies: Conflicting signals 
in Singapore 
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REGIONAL 
- Indian 
. to meet again 


- In a fresh effort to develop a 
measure of unity in India's 


LT = 

OPNAR ee . 

"ol ar^ 
- 


3 fragmented opposition, lead- 
- rs of various opposition 
= groups will meet for a third 


time, this time in Srinagar, 
nc in August. 
_ — Apart from opposition 
unity, the main issue before the 
ISSE ably will be the worsening 
| f iscal relationship between the 
, . central government and the 
"d states. The states want a larger 
share of the central govern- 
— ments surplus funds and are 
- complaining about large de- 
: 2 ki " states' moge in the 
— sixth five-year development 
T 


"X @u 













The opposition leaders are 
-expected to demand a 
4 broadening of the terms of the 
— newly appointed commission 
— ON centre-state relations to in- 
4 clude such fiscal issues. 

: — SALAMAT ALI 


ce Sri Lanka was put under a 24- 

$ hour curfew on July 26 in an ef- 
5B fort to stop sectarian rioting 
— which had claimed an esti- 
— mated 100 lives in the previous 
— three days. The latest outbreak 
of violence followed the am- 
_ bush and killing of 13 govern- 
- ment soldiers on July 23 in the 
northern province of Jaffna 
. where separatist rebels of the 
- "Tamil minority are fighting the 
ee central government. 





_ Widespread looting, rioting 

and arson took place in Colom- 
3 - bo the following day as mobs 
— sought revenge for the mas- 
— "sacre. On July 25, hundreds of 
- inmates at a maximum-security 
, - prison in the capital broke into 
- à ward housing members of the 
— "Tamil minority, including con- 
4 victed separatist guerillas, and 







a” 


killed 37 Tamils. 
Y — A CORRESPONDENT 


^ talks to 
M be sertenber 


_. talks on Hongkong’s future has 
' beet afranged for August 2-3 

in Peking, after which there 

will be a recess until Sep- 
— tember. The announcement 
— meon July 26 at the end of 
L— the second two-day session, 
which was again described as 
"useful" by a Chinese Foreign 


Ministry spokesman. British 
Ambassador to Peking Sir 
Percy Cradock and Hongkong 
Governor Sir Edward Youde 
will return to London during 
the August break to consult 
British ministers, an embassy 
official said. —MARY LEE 


seats in Malaysia 

The number of parliamentary 
seats in Malaysia is expected to 
increase from 154 to 176 under 
a constitutional amendment 
bill being tabled in parliament 
in the current session. 

The number of state assem- 
bly seats will also be increased 
from 360 to 420. Prime Minis- 
ter Datuk Seri Mahathir 
Mohamad said the increase in 
the number of constituencies 
was because of an increase in 
the number of voters. — K. DAS 


Indonesian official 

backs killings 

The speaker of the Indonesian 
Parliament, Gen. Amir 


Machmud, has come out in 
support of the summary exe- 
cutions of suspected crimi- 
nals carried out by the security 
apparatus and, in some cities, 
by so-called mysterious gun- 
men (REVIEW, June 9). This 





Machmud: communists blamed. 


was hardly surprising, but ob- 
servers were worried by 
Machmud's contention that the 
recent rise in crime had been 
inspired by communists, the 
first such allegation by a high 
official. 

The official position so far 
has been that only “pure crimi- 
nals” -were being dealt with, 
and that the operation had 
nothing to do with politics. Ob- 
servers are now asking whether 
political and ideological groups 
will now become targets of 
similar operations. — 

— SUSUMU AWANOHARA 
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The Phili tables 
a P59.5 budget 
Philippine President Fer- 


dinand Marcos submitted to 
the National Assembly a P 59.5 
billion — (US$5.41 billion) 
budget for 1984, 11.4% higher 
than the revised 1983 budget of 
P53.4 billion. The original 
1983 appropriation was to have 
been P61.8 billion. 

With a revenue target of 
P47.5 billion, the deficit of 
P12 billion runs beyond the 
government's original target. 
A larger proportion of expen- 
diture will go to routine costs 
than was the case in 1983, with 
capital outlays for government 
equity continuing to fall. Na- 
tional defence still takes the 
largest allocation (P8.4 bil- 
lion) with national assistance to 
local government rising in im- 
portance with an allocation of 
P7.5 billion, as Philippine par- 
liamentary elections are sche- 
duled for May 1984. 

— GUY SACERDOTI 


Kawasaki Steel makes 


a Swiss bond issue 


Kawasaki Steel Corp. of Japan 
has said it will issue in Switzer- 
land Sfr 100 million (US$47.9 


| million) worth of bonds matur- 
=| ing in July 1991, with a coupon 


of 6.125% a year. Proceeds of 
the bonds, which will be listed 
and traded on Switzerland's 
five exchanges, will be used to 
finance part of this year's capi- 
tal-spending programmes. 
During the year the company 
plans to spend ¥129 billion 
(US$539.8 million) for plant 
additions, replacements and 
improvements. — MIKE THARP 


Sime Darby, Mitsubishi 
form leasing firms 

Sime Darby has teamed up 
with Mitsubishi Bank and its 
subsidiary Diamond Lease of 
Japan to establish two leasing 
firms in Malaysia and Singa- 
pore. The Malaysiancompany, 
to be known as Sime Diamond 
Leasing, will have a pai up 
capital of | M$6 million 
(US$2.58 million) and will be 
70% owned by. Sime, 25% by 
Mitsubishi and 5% by 
Diamond Lease. 

Sime will own 50% of the 
Singapore firm with a paid-up 
capital of $$2 ` million 
(US$941,000), to be called 
Sime Diamond Leasing (Singa- 


pore), while Mitsubishi and 
Diamond Lease will own 25% 
each. The managing directors 
of the new firms will be Japan- 


ese executives from  Mit- 
subishi, Which already has a 
joint-venture leasing operation 
in Jakarta. — V.G. KULKARNI 


An informal spices 

group is established 

An informal group of spice im- 
porting and exporting coun- 
tries was set up at a meeting in 
Genevain late June sponsored 








| | Secretariat. It con- 
, Bangladesh, Sin- 
"Sri Lanka, Malaysia, 

amaicay Mexico, Madagascar 
and T stan. and aims to pro- 
vide a fotum for the exchange 
of information. 

The group will become ope- 
rational when at least 10 coun- 
tries formally notify the ITC of 
their acceptance of member- 
ship. The present arrangement 
is to remain in force for three 
years, during which time the 
group is expected to expand 
and strengthen itself and move 
towards:a more formal institu- 
Eco Pup. — SALAMAT ALI 


is to go ahead 
complex 
As expected, the Philippine 
Government's National Steel 
Corp. (NSC) is moving ahead 
with. plans to construct an esti- 
. US$800 million integ- 
rated steel complex in Iligan on 
thé. southern island of Min- 
danao (REVIEW, June 23). The 
contract for the main portion of 
the*first construction package, 
six 200,000 tonnes-a-year di- 
rect-reduction iron-making 
plants, was signed between the 
NSC and a consortium of Ja- 





panese companies led by 
Marubeni Corp. 
e ¥64.2 billion (US$268.6 


million) contract is completely 
covered by foreign borrowings: 
forei exim bank credits 
w ¥38.5 billion, with the 
local. project portion worth 
¥25.7 billion covered. by 
buyers' credits pegged at 0.5 of 
a percentage point above the 
Japanese long-term prime rate. 
The local portion, which ing 
cludes interest payments, has a 
five-year grace period and a 10- 
year repayment period, while 
the exim bank portion, also in- 
d ing interest, is for 12 years’ 
ayment with the same grace 


see ny 


— GUY SACERDOTI . 
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Fiatagri's credo 
has always been 
its commitment to 

agriculture. 


Its growing technological development, and its abi- 
lity to foresee the many requirements of farmers 
have enabled it to move from strength to strength 
and win a place among the world's manufacturers. 
Fiatagri means Fiat Trattori, Laverda, and Hesston. 
Three names that have made their mark as leaders in 
their respective fields. 


Fiat Trattori has forged ahead worldwide with its 
Series, 66 tractors, a range composed of eight models 
in the 54/78 hp power bracket. Rugged vehicles that 
can tirelessly handle any type of terrain and any type 
of farming operation. 


Then there are the highly productive tractors in 
the Series 80, designed to offer the best in driver 
comfort. Laverda is a forerunner among producers of 
combine harvesters for wheat, maize, and rice. Hes- 
ston offers a wide range of machines for the harvest- 
ing of fodder, and agricultural implements (mower- 
conditioners, haymaking machines, chopper-loaders, 
windrowers, etc.). 


Thanks to the confidence of our customers, we 
are: First in Italy: First in Europe; First in the world for 
crawlers; First in the world for four-wheel drive trac- 
tors. 


And our thanks go out in anticipation to all those 
of you who decide to favour us with your preference 
in 1983, and thus become users of some of the most 
prestigious products manufactured by the Fiat Group. 
For further information please consult your nearest dealer or 


Fiat Trattori Direzione Commerciale Corso Marconi 20 (Turin, 
Italy) - Tel. 65651 - Telex 221368 FIATTR | 
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FiatTrattori 
HESSTON ^ 
or tractors for combines for forage harvesters - 
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Sanwa Bank is. one of Japan's 
leading banks, with more than 
6.7 million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 
vides a full range of in-depth 
banking services in key financial 
centers throughout the world. 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 
that speaks vour language. 
Contact Sanwa Bank. 





Big enough 
to see beyond profits 


to people 


Sanwa International Finance Limited 
1305-1308, Gloucester Tower, The: Landmark, 11 Pedder Street, Hong Kong 
Tel.: 5-261351 Telex: 64836 SIFL 64837 SIF X Cable: SANWAINTFN 


c Sanwa Bank 









Tokyo, Osaka and 247 offices in Japan 

INTERNATIONAL BANKING GROUP: 1-1, Otemachi 1 Chome, Chiyoda-ku, Tokyo 100 Telex: J22384 Tei.: (03)216-3111 
Hong Kong Branch: Fairmont House, B Cotton Tree Drive, Central, Hong Kong Telex 73423 Tel: 5-218311 

Singapore Branch: 50 Raffies Place, 225-01 Shell Tower, Singapore 0104, Republic of Singapore Telex: 28573 Tel.: 2249822 





OVERSEAS NETWORK: Beijing. Shanghai Kowloon . C 


Manila, Jakarta, Sydney, London, Düsseldorf, Frank 





auseway Bay. Mongkok. China Resources Bullding, Seoul, Bangkok, Kuala Lumpur, 
rt, Brussels, Zurich, Madrid, Bahrain, New York, Chicago, Houston, Los Angeles 
San Francisco, Oakiand, Sacramento, San Jose, Mountain View, San Diego, Honolulu, Toronto, Panama, Mexico, Sao Paulo, Buenos Aires 
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Public and priva 
laboratories are not alteri 
long-term plans and se far have not 
speeded up the ‘in connection 
with Nakasone's lk d war on 
cancer. One pos 
= for Nakasone’ S f 












TEEING UP TEE 
The Malaysian 
(MCA), which hing for a 
. candidate to figk liamentary 
|. by-election in Se wt 
former MCA p it Lee San 












. Choon quits the appears to 
have settled ong paperman. He 
is Tee Ann Chu; esident, 
managing direc l editor of the 

Kin Kwon Dail in Kuala 





| Lumpur. It is lik è 
election in Seremb; 
with a state electi 
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ill coincide 
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AUSTRALIA - | 

The United States nuclea powered cruiser 
USS Texas hit a wharf when denied the use of 
tugs by unions protesting against its visit to - 
Brisbane (July 20). ` 7 
CAMBODIA 


Thai military intelligence officials said that 
they were checking persistent reports that 
Vietnam had purged Heng Samrin, leader of 
the Phnom Penh regime. The government for 
the first time explicitly agreed not to attend 
proposed negotiations between Indochinese | 
countries and Asean, sources in Hanoi said 
(July 20). 


CHINA 

China lodged.a strong protest with the 
United States, accusing it of violating a com- 
mitment not to increase arms sales to Taiwan 
or to sell it better equipment (July 22). Round 
two of the second phase of Sino-British talks 
over Hongkong’s future began (July 25). 


HONGKONG 


Jalil Ibrahim, an assistant general manager 


of Bumiputra Malaysia Finance, a subsidiary + 


of Bank Bumiputra Malaysia, was found 
murdered (July 20). 


INDIA 
Police arrested 35 people on charges in- 
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to make a clear commi bo on ris 


that should largely be dealt with by 
the private sectors oft two 
countries. i 
ACTION ON 


India’s current lenient Attitude 


to dines d | 
cover both elect .t 
giving Tee a better ch ance. 


MEDIUM-TECH. TALKS 


Technology transfer will be the main 
topic of discussion for J apanese and. 
South Korean cabinet. ministers —.— 

when they me Tokyo in August 
for their annual conference, sources 
south. Pris 
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manufacture go 
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on the grounds that the issue.is one 












towards political activists among the 
15,000 foreign students in the 
country may soon change, and 
authorities may launch a crackdown. 
Indian authorities are embarrassed 


cluding ET arson a terrorist acts. 


ina major crackdown i in Punjab, Indian news- 
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agencies said (July 22). The Indian Army ob- 


| tained a new version of the Soviet T72 tank 
fitted with sophisticated laser rangefinders 


and a 125-mm. gun, United News of India 


said (July 25). 


JAPAN | 
More than 120 people were dead or missing 
in landslides and flooding caused by torrential 
rains in western Japan, it was reported (July 
24). Australian Foreign Minister Bill Hayden 


held talks with his Japanese counterpart Shin- 


taro Abe in Tokyo (July 25). 


MALAYSIA 

The Federal Court upheld the conviction 
and death sentence on former culture, vouth 
and sports minister Datuk Mokhtar Hashim 
for murder (July 23). Mokhtar's case will go 
to the Pardons Board, the attorney- general 
said (July 25). 


PAKISTAN 


Chinese Foreign Minister Wu Xuegian are 


rived on an official visit (July 25);- 


PHILIPPINES 

The Philippine Government claimed it had 
unearthed a plot to assassinate former senator 
Benigno. Aquing and warned him against re- 
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| houses and vehicles (July 25). Authori 
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Gulf of Thailand 

under Union Oil'ss 
contract with the T 
are believed to coni 
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turning home after three years of sel e 
the United States, Aquino said (July 20) 
government said it would not issue ap 
to Aquino until it had stopped group 
Philippines who allegedly want to k 
(July 21). President Ferdinand. M 
yielded to a Roman Catholic Church 
and ordered the release of opposition m 
Aquilino Pimentel from his detention c 
be placed under house arrest, it was repo 
(July 23). S ME 


SOUTH PACIFIC | | 
New Zealand Government. scientists. 
nounced that. the. French Governme 
exploded a 10-kiloton 1 a i 
Mururoa testing site Qui 
































SRI LANKA à | 

Sri Lanka lodged an officiate com ai 
India accusing it of interfering itvits i 
affairs (July 20). Thirteen soldiers wi 
in an ambush by separatist guerillas | in Jaf 
the Defence Ministry said (July 23). T 
ernment imposed a curfew on Colom 
several other parts of the country as mo 
went on a rampage setting fire to shor 


tended the curfew to cover the whole count 
after they reported that 37 Tamil prison 
were killed by other convicts in a jail figl 
Colombo (July 20). TN : 
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he 3 pr in die Pec. storm. 
observers even suggest that the af- 
ould affect the fortunes of Finance 
r Tunku Razaleigh Hamzah. 

lil, formerly head of the bank's inter- 
iudit division, was seconded to Hong- 
| às an assistant general manager of 
* in February, three months after it 
reported that BMF was facing difficul-. 
| recovering loans from three bor- 
the Carrian Group, Eda Invest- 
nd Kevin Hsu. Eda is now in liqui- 
|, while efforts to rescue Carrian and 
Hsu are still being made. 

was reported that Jalil had been sent 





iputra executive chairman Nawawi 
Awin said he was there to strengthen 
administration of the subsidiary. 





‘was the function of the bank's au- 
. He did not say why it was suddenly 
ary to strengthen BMF's adminis- 
tion if it was not because of the loans. 

alil is reported to have rushed out of 
1e BMF office in the Admiralty Centre 
ding at about 11 a.m. on July 18 after 
eceiving a call on his privately listed 
umber. He took with him HK$50,000 


going to see a "datuk." (A datuk is a 





en of. the Commercial 
reau, are investigating. - 




















and one EE the bank's senio dire 


1ad made gues- | 


gkong with the specific assignment | 
‘obing into the BMF'sloans, but Bank T 


awi said the question of Jalil auditing 
BMF accounts did not arise because 


US$6,974) and said only that he was ` 


Malaysian title but is also used generally 

s a term of respect.) Two days later he 

was found strangled with a judo belt neara - 
anana plantation in Hongkong's New. 
erritories. Police from Hongkong's Or- 
sed and Serious Crime Group, helped | 
e mes. 


‘wo of the most. vulnerable official’ in | 
ny investigation of the bank's affairs are : 
‘to be Bank Bumiputra executive di- 
tor Mohamad Hashim Shamsuddin . 
d Lorrain Osman, executive director of - 


assure is "mouiiting | 
)be nt the affairs. 
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ands that though 
f for re-election 
eneral meeting in 
iim had already 


of Bank Negara, 
. However, when 
. Seri Mahathir 
ved by the press 
he was not aware 
g that the murder 
n the personne) 





of any cet 
of Jalil ay. 















ect of a report in 
he and his wife 
owned a small F ng company called 
Silver Present Thes 'any had received 
a cheque for FE S3-6 million from the wife 
of Chung Ching-iman4 chairman of Eda In- 
vestments. wo, days ater BMF lent Eda 
Investments, US$40: million. Hashim has 
not denied receiving the cheque, but has 
said he did not know what it was for. ` 
Although theireport: has not been chal- 
lenged, — Malaysia's.. Anti-Corruption 
Agency claims that it has made no head- 
way in its investigation in Hongkong. But 
now it has resumed its probe. 
The REVIEW -has learned that two 
senior officials of Bank Bumiputra were in 






Es which. | s 





Hongkong on.the.day that Jalil was mur- 


dered. The two stayed only two days in the 
terr id bef re returning to Malaysia, but 
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there is no evidencethat either of them re- 
ported the fact that: their colleague was 
missing. | 

Sources have also told the REVIEW that 
BMF's loans to the Hongkong companies 
were initially turned down by experts of 
Bank Negara because they were poor 
risks. It is understood that the governor of 
the bank initially agreed with the experts' 
assessment but later allowed the loans. 

Bankers in Kuala Lumpur point out 
that eius the fact that the loans to the 





no e ue assessment was ate when 

Bank Negara’s objections to the loans 

were made known. "Clearly. there was 

more than negligence," one banker said. 
. the risk taken was a huge EUMD 


Was nnde by anes that: a fall i inves- 
tigation would be made and the findings 
made public. But so far bank officials have 
only made. partial and unsatisfactory dis- 
closures. Lim, who has called the affair a 
vast cover- ups has again pressed for an in- 
vestigation. «| «^. : 
However, er: Jali's murder, Lir 
found that the questions he had. sent to 
parliament had been relegated t to the bot- 








A former government minister faces the death . 


sentence isis he is granted royal clemency: 4 


Kuala Lumpur: Former Malaysian Gov- 
ernment minister Datuk Mokhtar 
Hashim, found guilty of murder on March 
5. and sentenced to death, lost his appeal 
on July 23 to the country's highest court, 


the. Federal Court. His only recourse now 


_is to appeal for clemency to the Yang di- 










Pertuan Agung (King), and at best he can 
expect | his sentence to be commuted to life 
imprisonment. However, Mokhtar's co- 
accused, village headman Rahmat Sati- 


man, won his appeal and was freed. 


Mokhtar, former minister of culture, 


|| youth. and, sports, was one of five origi- | 
nally charged with the murder of Datuk 


Taha Talib, the Negri Sembilan State As- 


sembly speaker, and-he was the only one 
convicted. 


; longest and m st sensatior 







he trial, which lasted 76 days, | 


E 
E 
E 







was deos 


Malaysian history: an 1 attempt was made 
on the life of one.of the key witnesses, and 
several witnesses, including one for the 
prosecution, were impeached. 

The murder of Taha on April 14 last 
year was initially declared by Deputy 
Prime Minister, Datuk Musa Hitam to be 
non- asta But A turned out that there 


E iile Riu election of Agel 
22 last year, It is argued that Musa's hasty 
statement that.the murder was non-politi- 
cal stemmed.from fears that the general 
election would. have been disrupted. if it 

believed that the k * 






















tom of the list to be answered. 
He immediately cabled a pro- 
test to the prime minister, but 
received no response. Deputy 
Prime Minister sa Hitam 
also refused to comment on the 
affair. ^N 

The finance minister, who 
once headed Bank Bumiputra, 
was equally unwilling to discuss 
the issue. The fact that both Hashim and 
Osman were contemporaries and close 
friends of his while they were studying at 
Belfast University in the 1950s has led to a 
widespread assumption in business and 
political circles that he is at least sym- 
pathetic to their present problems. 
Harsher allegations. are also circulating 
here, suggesting that his political future 
may be in jeopardy. : 

Razaleigh contestéd the deputy presi- 
dency of the United Malays National Or- 
ganisation (Umno), the dominant partner 
in the ruling National Front coalition, in 
1981 and lost to Musa. He remains in 
Umno's Supreme Council, but only by ap- 
pointment. While he has said repeatedly 
that he has had nothing to do with the re- 
cent affairs of the bank, Umno officials 
tend to disagree. 

Razaleigh played a key role in building 
the bank, which was created by the gov- 
ernment to help small Malay business- 
men, and in the mind of the party officials 
his links with it are close: When it was dis- 
closed that the bank had not only made 
questionable loans, büt made them to 
Chinese businessmen as well, the reaction 
in the party was shock and anger. And to 
many, the murder was the last straw. 

Some analysts argue that for a number 
of reasons Mahathir does not want to get 


at the trial made it clear that Mokhtar saw 
Taha as an obstacle to his own career, 
though he denied vehemently that he had 
anything against the speaker. 

One of the many controversial aspects 
of the trial was a statement made to police 
by Rahmat. The defence claimed the 
statement was extracted from Rahmat 
after he was subjected to 200 hours of in- 
terrogation and torture. The trial judge 
ruled that the document was admissible 
but that its contents were not to be ac- 
cepted at face value. However, the federal 
judges, headed by Lord President Raja 
Tun Azlan Shah, ruled that it would be 
“wholly unsafe" to treat the document “as 
voluntary and we accordingly hold that it 
should not have been admitted as evi- 
dence." 

Another federal judge, Justice Eusoffe 
Abdoolcader, declared: “His defence 
should not have been called and there was 
no case against him." But the case against 
Mokhtar did not depend on the Rahmat 
statement but on circumstantial evidence 
which both the trial and appellate judges 
found convincing. The .32-calibre gun 
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Jalil: Bank Bumip 








rid of Razaleigh. The minister’s presence 
acts as a political counterweight to Musa, 
and he also controls his home state of 
Kelantan, which is a stronghold of opposi- 
tion parties such as Party Islam. Destroy- 
ing Razaleigh could result in serious dam- 
age to the Umno machine in Kelantan. 
However,  Mahathir's calculations 
could be upset by the fact that the Hong- 
kong investigations are outside his con- 
trol. The inquiries both here and in the 
territory are expected to involve a number 
of key Malaysian financial figures, and 
Razaleigh, by virtue of his position, has 


used in the killing belonged to Mokhtar, 
and the judges found that Mokhtar was 
“in possession, custody and control" of 
the gun at the material time. The defence 
tried to prove that the gun that was used 
may not have been Mokhtar's, but the 
trial judge was not convinced. 

Mokhtar's other defence was an alibi, 
which was supported by his aides and 
close associates from his political party, 
the United Malays National Organisa- 
tion. These witnesses testified that they 
were with Mokhtar in the small hours 
of April 14, when the murder was commit- 
ted. Federal Justice Abdoolcader noted 
that the trial judge treated their evidence 
with scepticism because they had all 
recalled with such exactness what they 
were doing at the time of the murder. 

Rahmat’s statement that he was aware 
of the plot to kill Taha and that he saw 
Mokhtar fire two shots at Taha was in the 
end not critical as far as the trial judge was 
concerned. Mokhtar's own evidence was 
far more damning. 

Although the verdict against Mokhtar 
has been upheld, his appeals to the Par- 
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close links with most of the country's 
financiers and bankers. 

The government is obviously commit- 
ted to keeping Bank Bumiputra afloat, de- 
spite its huge loan commitments. But 
there is every sign that a large number of 
heads will have to roll. As one banker put 
it: "There is no use talking about prevent- 
ing a run on the bank. There has already 
been one of the worst leakages in banking 
history. Confidence can only be restored 
by a full and frank inquiry [in order] to re- 
move people in the system who have no 
business in banking." uu 


dons Board for clemency will keep him in 
the public eye for some time. Prime Minis- 
ter Datuk Seri Mahathir Mohamad also 
told the press that the former minister was 
still an MP and would remain so until par- 
liament moved and approved a motion to 
terminate his membership. 

One doubtful point about Mokhtar's 
sentence that has been the subject of con- 
tradictory reports in the local press has 
been clarified by Attorney-General Tan 
Sri Abu Talib Othman. He told the 
REVIEW that the law under which 
Mokhtar was charged does not in fact 
carry a mandatory death sentence, as re- 
peatedly reported here. He said the 
Essential Security Case (Amendments) 
Regulations do not prescribe a sentence; 
they merely describe special procedures in 
court for those charged under Malaysia's 
Internal Security Act (ISA). Asked why 
Mokhtar was charged under the ISA, he 
said there were security implications in the 
case, and for that reason he was not at lib- 
erty to disclose the facts. "Unfortunately, 
you simply have to take my word for it," 
he said. — K. DAS 
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resident Zia-ul Haq of Pakistan 

would be reluctant to admit that 
the Soviet invasion of Afghanistan three- 
and-a-half years ago was a stroke of luck 
for him. That tragedy transformed his 
- country into a front-line state and a haven 
. for refugees, obviously deserving interna- 
| tional support, and distracted global opin- 
-— jon from Pakistan's internal situation. Zia 
—— has thus been able to establish a no-non- 
- — sense Islamic government, suppress op- 
— position parties and postpone elections in- 
definitely, while still retaining the 
friendship of (and increasing aid from) the 
Islamic world, international organisations 
and nations as diverse as China and the 
United States. In the meantime, the army 
Officer who seized power in 1977 has 
grown into the job and on the interna- 
tional stage, has assumed statesman-like 
k proportions. 

i 
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s latest overseas excursion — a trip to 

Japan — was excellently timed. Zia found 

Tokyo, fighting battles over ifs trade 

surpluses and its defence expenditures, 

eee ne vulnerable to the charge of par- 

-Simony in its overseas aid programme. 

Desirous of pleasing both Washington and 

Peking while not being too antagonistic 

towards Moscow, Tokyo found Pakistan 

_ worthy of a gesture. Zia's hosts pledged to 

increase aid in 1983-84 by more than 7% 

— to ¥30 billion (US$125.5 million), about 

_ two-thirds for a thermal power plant and 

— most of the rest as commodity loans (with 

30 years’ maturity, an interest rate of 

3.25% and a grace period of 10 years). On 

— top of that Japan promised grants-in-aid 

— ofatleast ¥9 billion for a children’s hospi- 

— tal, for food production programmes and 

to build “farm-to-market” roads, plus 

- US$5.5 million to the United Nations re- 

"fuge programme in Pakistan. Tokyo also 

/ plans to help two Islamic museums de- 

— signed to preserve Pakistan's cultural 

heritage. 

r Zia had reason to be pleased with his 
trip, particularly as he had not gone to 
Tokyo seeking aid. Economic relations 
between the countries are good despite a 

— trade imbalance: Japan is Pakistan's 
largest supplier (mostly machinery, steel 

- and electrical goods, worth US$765 mil- 
lion last year) and buys cotton plus marine 
products, hides and leather (altogether 
worth US$236 million in 1982). Perhaps 
Zia also wanted to stimulate direct Japan- 
ese investment in Pakistan which, at 
around US$7.6 million, has not increased 
notably in recent years. Anyway he felt 
that the “already well-established re- 
lationship needed a bit of impetus,” as he 
told the REVIEW. “Our contacts at the 
highest level have been somewhat dor- 
mant over the years.” 
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‘Tia S silver lining 


ee The Soviet invasion of Afghanistan has helped the 
president to establish an mpressive image and power-base 


By Derek Davies and Hikaru Kerns 
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The importance he attached to the trip 


` was evident from his entourage, which in- 


cluded his ministers of foreign affairs, in- 
dustries, information and planning. It was 
the first to be paid to Japan by a Pakistani 
head of statė for 23 years, and was Zia's 
own first visit. He was impressed: “I must 
say I take my hat offito their hard work 
and enterprise," he said. He also ap- 
preciated Prime . Minister Yasuhiro 
Nakasone’s frankness and the attention he 
paid to Southeast and Southwest Asia. “I 
think his policies, viewed over the longer 
run, will naturally lead. to Japan playing a 
far more important role in the region. I 
think I was able to convince the Japanese 


Zia in Japan: unexpected success. 





leadership that this is expected of them,” 
Zia said. 

The Japanese were similarly impressed, 
Nakasone being reliably reported as hav- 
ing been surprised by the value of the 
briefings he received from his visitor on 
the various problems of the Middle East, 
as was Foreign Minister Shintaro Abe, 
who was preparing himself for a visit to 
Iran and Iraq (but with no intention of of- 
fering himself as a mediator). 


ince Zia was last interviewed by the 

REVIEW (June 9), fresh negotiations on 
Afghanistan have taken place in Geneva. 
Those contacts do not appear to have al- 
tered Zia’s realistic appreciation of the 
difficulties of persuading the Soviets to 
withdraw, combined with a sober op- 
timism that progress can be made: “The 
Russians are in Afghanistan. We cannot 


sübjugale, M The Afghans are 
resisting — fortunately re us, pieces 
we would be in the soup by now. 

“The responsibility for all of this lies with 
the Soviet Union. As, a superpower, the 
Soviet Union cannot.be obliged to move. 
If the Russians had. wanted to ignore 
world opinion, they could have done so, 
Whether it is world opinion — the resolu- 
tions passed by the Islamic Conference 
and by the non-aligned nations, plus the 
117 votes in the UN — or whether it is a 
willingness on the part of Soviet President 
Yuri Andropov to admit that he is in dif- 
ficulties, I don't know. 

"But we found that the Afghans [the 
Babrak Karmal regime] were willing to 
engage in indirect talks, which they could 
not do without the tacit approval of the 
Soviet Union. We know full well that the 
Soviet Union is not going to leave Af- 
ghanistan in a hurry and that, if and when 
they do quit, they will leave behind them 
such infrastructure as will allow them to 
return very swiftly. Yet I think the pro- 
blem has been diffused to some extent. 
The talks represent a very positive 
step. 

"Byourchoice, we are talking with 
Afghanistan indirectly [via a UN in- 
termediary}. Moscow wanted us to 
talk directly and we said no. Results 
are being achieved. We have been 
able to make the Soviets agree to give 
a timetable for withdrawal. The 
point at issue now is Moscow's con- 
tention that it should not give a time- 
table to anyone but the Afghans; that 
itisa matter between themselves and 
Kabul. But they have agreed to a 
timetable and, what is more, to a 
brief timetable not a lengthy one. But 
I don't see, the end of the tunnel. 
While I am optimistic about the pro- 
gress of the talks I am not so optimis- 
tic about their results." 

Did not reports that Andropov 
and the KGB were originally against 
the invasion, and that Andropov's 
rise to power had strengthened the 
faction inthe Kremlin in favour of 
withdrawal smack of Soviet propa- 
ganda, designed to weaken Afghan 
resistance: and those who supported 
it? Zia thinks not, “I am still very confident 
that Andropov.was against this,” he said, 
“not only from what I have read, but after 
my meeting with Mr Andropov at the fun- 
eral of the. late [president] Leonid 
Brezhnev. He was under no obligation to 
see me. There were 114 heads of state. He 
saw only the US vice-president [George 
Bush]. Mrs [Indira] Gandhi of India and 
Zia-ul Haq of Pakistan. Sothere must have 
been something in his mind. 

“I feel that he must have advised against 
[the invasion]. So I still hope for a fresh 
approach. Even if Andropov wants with- 
drawal, it could be that his failing health, 
pressures from the coterie of Brezhnevites 
around him and other factors will force 
him to maintain Soviet policy unchanged. 
But we are expecting the annual visit 
of one of the Soviet deputy foreign 
ministers . «s in August or September 
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General Assembly. Wea 
side him to talk about Af 
well. "v a: 
As for the 3 million aei ces Sikes i in 

Pakistan, “there arë two problems. First 
there are the social economic strains 
resulting from their presence; secondly, 
the need to respond to their political aspi- 
rations. The presence of such a large body 
of refugees should create social problems. 
Credit goes both to the local population 
and to the refugees themselves. Fortu- 
nately, they are largely from the same 
ethnic groups as in Pakistan — from tribes 
who once lived on both sides of the bor- 
der. And the spirit with which the Pakis- 
tani locals reacted was highly commenda- 
ble. Then we received a very quick and 
generous response from fellow Muslim 
countries and the international organisa- 
tions which enabled us to bear this bur- 
den. Mind you, out of the [total] cost — 
about US$450 million a year — half of the 
amount comes from Pakistan's own ex- 
chequer. But we are bearing this ungrudg- 
ingly and will continue to do so. 

" As for their [the refugees'] political as- 
pirations and worries they may have that a 
settlement may be reached without con- 
sulting them, Foreign Minister Yaqub 
Khan in Geneva insisted that Diego Cor- 
dovez [the UN interme- 
diary, who is the personal 
representative of UN Se- 
cretary-General Javier 
Perez de Cuellar] should 
himself consult with the A f- 
ghan refugees on Pakistani 
soil to ascertain their views 
about conditions under 
which they would be willing 
to return to their country 
(page 25). While these in- 
direct negotiations are going 
on among ourselves, the UN 
representative, Afghanis- 
tan and the Soviet Union, 
with Iran being kept in the picture, it is 
vital that the refugees must be consulted 
about any eventual political solution.” 

As for recent reports that China is ac- 
tively pursuing improved: relations with 
India and is encouraging Pakistan to do 
the same, Zia commented that any Pe- 
king-New Delhi detente would be wel- 
come and that Pakistan had no intention 
of trying to play its close relationship with 
China off against any other power. 

Asked for his reaction to the recent 
Indo-Soviet arms deal, Zia replied: “As T 
have said before, we are not in competi- 
tion with India. Both countries must de- 
termine their own defence requirements. 
If India thinks it needs more MiG27s and 
MiG29s, so be it. Pakistan will never try to 
balance or match India's forces. Equally 
no one should ask why Pakistan wants to 
buy 40 F16s. Itis up to us. And we are pay- 
ing for them. No one is giving us a price as 
cheap as that Moscow is giving Delhi." 

What progress in Indo-Pakistan rela- 
tions has been achieved since the non- 
aligned summit in March, where Zia had 
impressed other delegates and his hosts 
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Yaqub: refugee problems. 





joint ministerial commission? Zia — re- 
sponded: *Since then, the commission has 
met once — our two foreign ministers met 
in Pakistan. It was a good meeting and 
they were able in a very cordial atmos- 
phere to discuss a lot of tricky subjects. 
But not Kashmir. The next meeting will 
concentrate on the South Asian Regional 
Organisation — our counterpart to 
Ascan. So far officials have been trying to 
work out the modalities for this organisa- 
tion. Although there are seven countries 
involved, I think this bilateral meeting will 
give more confidence to all." 

Asked why, after various neighbours of 
India had taken up the South Asia con- 
cept, New Delhi had appeared lukewarm, 
apparently implementing various 
bureaucratic delays by invoking the need 
to "study" the matter, Zia agreed that 
India appeared somewhat nervous. “The 
quick response we expected from Delhi 
has not been coming, but they are moving, 
slowly. Maybe they thought that all six of 
us would gang up against them. When I 
was last in India [for the non-aligned sum- 
mit] I reminded Mrs Gandhi of the success 
of Asean and asked her if I could tell her a 
story. [I said that] when I met President 
Suharto of Indonesia some time back, I 
asked him to give me one solid reason for 
Asean's progress. He told 
me, 'Indonesia, being the 
largest partner, has delib- 
erately played a very docile 
role. That is why Asean has 
been a success.’ I added, 
‘Mrs Gandhi, I leave the 
rest unsaid.’ So I feel if 
India plays a docile role it 
can greatly contribute to 
confidence building among 
its neighbours, and the 
South Asian Regional Or- 
ganisation could become a 
success — not as a rival to 
Asean [we have a lot to 
learn from it] but as a complement to 


it. 

Zia agreed that South Asia did not, like 
Asean, share a common perception of 
common enemies, a unity heightened 
after the communist victories in Indochina 
in 1975. He said: “India sees certain things 
in a different light. But I think gradually, 
through a process of consultation and 
shared perceptions, points of view can be 
brought closer together than they are 
now.” Yaqub added: “That is why, in the 
South Asian context, we are concentrat- 
ing on issues which are not likely to con- 
flict, on matters such as economic coope- 
ration, cultural exchanges and the ex- 
change of scholars. There is no hint of a 
security complexion.” 

Zia's political enemies can take little en- 
couragement from his recent gall-bladder 
operation. The operation caused him to 
miss — for the first time in seven years — 
his annual pilgrimage to the holy places in 
Saudi Arabia during Ramadan. But he 
was at home within 10 days and within à 
month was walking round the Japanese 
landscape — "thanks be to God." u 













educators - 


A body of experts criticises 
Mica policies and ee 
suggests radical changes 


By Mary Lee i 
Te government's much-vaunted pl ilo 
sophy of positive non- intervention is 
being whittled away still further — s. 
time in the field of education. The xal 
school system owed its early growth tot a e 
efforts of philanthropists, religious groups 
and entrepreneurs. But in the years sim e 
1974 the government has gradually intro- - 
duced free and compulsory primary an 1 
junior secondary education — a total o 
nine years — for every child. 

This has in turn created an uneven dis- 
tribution of educational resources, and | 
growing demand for still greater govern- 
ment intervention to enable children to — 
meet the social, economic and politicae 
challenges which lie ahead. 

Critics say that there are still too me ny i 
children in sub-standard profit-oriented - 
private schools. They also say there are 
inadequate educational opportunities fe p: 
those children who fail to qualify for 
higher secondary-school places and place: 
in the universities or the polytechnic. Poor 
teacher-training facilities are another seri- 
ous problem, the critics charge. The ex- ^ 
plosion in the number of children now at- — 
tending school has highlighted still 
another basic weakness of the education 
system: English as the main medium d 
struction for predominantly Canto * 
speaking children. b. 

The system's shortcomings have given. 
rise to a fiercely competitive struggle | 
among children to pass examinations. 
This has led to heavy homework loads and 
an endless search for quiet study places, - 
which takes students to such places as the ` 
waiting halls of the airport and the stair- 
ways of housing blocks. | 

'onsequently, the heat is now on the 
government to overhaul its management - 
of the system from the kindergartens 
through to the universities. The mag- 
nitude of the task, which has major social, — 
economic and political implications, is 
outlined in a comprehensive report by — 
four outside experts who conducted a - 
major review of Hongkong's education — 
system in 1981-82 under guidelines from — 
the Organisation for Economic Coopera- 
tion and Development. The study was 
commissioned by the then Hongkong gov- 
ernor, Lord MacLehose. | 

The recently published study — named — 
the Llewellyn Report for Sir John Llewel- 
lyn, who headed the four-man team of ex- 
perts and who is a former director-general - 
of the British Council and vice-chancellor 
of Exeter University — contains little 
which is new. Disgruntled school princi- 
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pals and teachers, as well as concerned 
parents and social critics, have long been 
complaining about the very inadequacies 
of Hongkong's education system which 
are discussed in the Llewellyn Report. 
Even so, the report's official status makes 
it a formidable weapon for the education- 
reform lobby. The report already has been 
the subject of an unprecedented debate in 
Hongkong's Legislative Council (Legco). 

The non-government members of 
Legco, called Unofficials, proposed a mo- 
tion on July 13 that the government adopt 
the Llewellyn Report *as a basis on which 
the continuing improvement of education 
in Hongkong should be implemented." 
Education Secretary Kenneth Topley, ar- 
guing that the government was committed 
to collecting public views on the report 
until August 31, sought to amend the mo- 
tion to read only that the report would be 
“a valuable contribution to the considera- 
tion of future policy on the development 
of education in Hongkong." 

The Unofficials resisted the amend- 
ment and the government finally relented 
— but only after a marathon four-hour de- 


[2d 


Hongkong schoolchildren: illiterate in two languages ? 


bate and a half-hour adjournment for con- 
sultation among top officials. Having sat 
on the report for several months, Topley 
and his staff were seen to be trying to delay 
implementation of the report's many 
wide-ranging recommendations by claim- 
ing it needed more time for public con- 
sultation. The Unofficials also cautioned 
the government against shelving the re- 


port. 


he Llewellyn Report described the 
education system as being “over-ad- 
ministered." It said that while there was 
minute bureaucratic surveillance of regu- 
lations, strategic goals and how to attain 
them were underplanned. The team found 
the existing administrative machinery 
"clearly inadequate for the government's 
leadership and monitoring responsibilities." 
The report stressed five critical areas 
which warrant urgent and concurrent po- 
licy attention: a comprehensive language 
policy; improvements in teacher quality; a 
system for allocating school and university 
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places which will relieve the strain of 
examinations on both pupils and teachers 
and free school curricula from domination 
by administrative procedures which are ir- 
relevant to the developmental needs of 
students; greater diversification of post- 
secondary educational opportunities, and 
the thorough overhaul of the govern- 
ment's education administration. 

The experts said there were strong so- 
cial arguments for a redistribution of 
wealth through education — the team de- 
scribed per capita expenditure on educa- 
tion totalling HK$3,356 (US$467) last 
year as unimpressive. There were also ar- 
guments for reducing bureaucratic 
strangleholds on progress and necessary 
reforms and for allowing far more parent, 
community and experts’ involvement in 
policy formation than currently exists. 
However, the panel recognised that “any 
move towards greater participation in 
education decision-making and policy for- 
mulation would add to existing pressures 
for the democratisation of the territory's 
government generally.” 

The report saw the medium-of-instruc- 


tion problem as a “classic public-policy di- 
lemma.” Proficiency in English, the re- 
port conceded, is necessary for economic 
and political reasons. However, a “lack of 
[English] language confidence and com- 
petence is one of the main impediments to 
learning through the population,” it said. 
Consequently, the governmeht is faced 
with deciding whether “to jeopardise the 
educational progress of the majority (and 
perhaps endanger the culture itself) in 
order to guarantee a sufficient number of 
competent English speakers, or to value 
the whole group but accept the loss in ca- 
pacity to deal with the international envi- 
ronment and hence a possible decline in 
economic prosperity.” 

The government had hitherto ducked 
the language issue by asserting that paren- 
tal choice was what led to the predomi- 
nance of Anglo-Chinese schools. English- 
stream education now covers more than 
80% of the secondary-school population. 
Until recently, the government took little 
responsibility for the generally poor 
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standard of English-language education. 

Various measures have now been intro- 
duced to improve English-language 
teacher training. However, the report 
pointed out that *measures to improve 
language teaching:in Hongkong do not 
confront the basic issue of whether it is 
possible to use a second language success- 
fully as the vehicle for providing universal 
and compulsory education in what is in 
fact a monolingual society." 


Mit more would also need to change 
in schools, it said, before the full edu- 
cation potential of using the mother 
tongue could be realised. To stem the pro- 
duction of school leavers who were “func- 
tionally illiterate not only in English, but 
also in Chinese,” the report recommended 
total mother-tongue (Cantonese) educa- 
tion in primary schools, with gradual pro- 
gress towards effective bilingualism, begin- 
ning in Form I, so that at the end of nine 
years of free education children are re- 
ceiving approximately half their instruc- 
tion each in English and Chinese. 

The report argued strongly that more 
effort and resources should be poured into 
sub-standard schools, to raise standards of 
teaching and to provide real opportunities 
for social mobility — a process it called 
“levelling-up,” as opposed to “levelling- 
down,” the top-ranked schools. The team 
found that schools which needed the most 
aid got least. “Positive discrimination” for 
schools and pupils at the bottom of the so- 
cial and educational ladder should be 
exercised “to stop the downward spiral for 
children of often poor and illiterate 
families.” Resources should also be con- 
centrated on primary and junior secon- 


dary schools-and vocational, rather than 


academic, branches, the report recom- 
mended, 

The team also recommended that an 
education commission be set up to coordi- 
nate development and planning, and sort 
out once and for all the current entangle- 
ment of school and tertiary-level adminis- 
tration. 

In addition the report suggested that 
university education be expanded, with 
the government extending financial sup- 
port for undergraduates studying overseas 
until a third university is built and ready to 
accept students. 

The financial implications of the 
Llewellyn recommendations are vast, but 
there is a general feeling among education 
lobbyists that Hongkong can afford them. 
As things stand, there is a great deal of pri- 
vate-education expenditure being spent to 
make up for what was not learned in 
school. Such resources, many feel, could 
be channelled' — under proper manage- 
ment — into upgrading the public sector 
as a whole. 

The social and political implications, 
however, are even greater. Some people 
argue that with Hongkong's future 
shadowed by political uncertainty — the 
eventual relinquishing of British sover- 
eignty to China — there is a need for com- 
prehensive reforms to be carried out now, 
before politica! changes confuse this al- 
ready complex problem further. 
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Hotels... motels... offices... hospitals: 
if you have an efficient, friendly 
environment... 


we have the electronic manual 
switchboard to match! 


The new Ericsson 


EPMBX ADD 20 


In two sizes: For over a hundred years, Ericsson has been a major 

creative force in world telecommunications. 

10 extensions, 3 exchange lines. A series of significant firsts in switching, 

20 extensions, 5 exchange lines. computer control, digital techniques, cable and 
defence systems has ensured Ericsson is many 
years ahead in technology. 

And the growing market for PMBXs is no 
exception! Ericsson leads the field after numerous 
advanced breakthroughs. 

The latest - and most remarkable - the new 

Ont sta, ADD 20 switchboard. A compact, well designed 

(^D -Paet Rate system that fits on an ordinary desk. A system that's 

OF "uias, easy to operate, uncomplicated for users. And a 

A7n& ^. ^ system that' flexible for use in all the environments 

A above. 
Add to that Ericsson’s wealth of resources 

... communications experience ... representation in 

more than 100 countries — and we can safely say... 

we are ready when you are. 


ERICSSON Z 


Telefonaktiebolaget LM Ericsson, 
Public Telecommunications Division, 
Marketing YM Products, S-126 25 Stockholm, Sweden. 

















Introducing the 
10 ways it can hel 


At IBM we think a lot about 
helping business grow. That’s led us to 
develop computers like the new IBM 
System/36. It’s the small computer for 
the small business that wants to grow 
and the large company that wants to 
help key people 
or departments 
become more 
)roductive. 

hether you 
need data 
processing, word 
processing, or 
both. it's a 
powerful and 
. versatile business 
tool. 


"E 





] The new 
e IBM 
System/36 is so 
easy to use that 





be a computer 
expert to run it. 


9) Help is never far away with the 
e System/36. If you're having a 
problem, you press the key marked 
“HELP”, and the computer will guide 
you through. 


you don't need to 


3 IBM -developed software 

e provides easy-to-understand displa 
screens to direct you through every task 
This helps you do what you want to do 
step by easy step. 


4 As you discover more ways to use 
e the System/36, you can draw upoi 
an extensive (and growing) library of 
business software for small systems. In 
fact, we estimate that no IBM compute: 
has had more software available, at 
introduction, than the System/36. 


5 The System/36 can perform many 
e tasks at once. That means people 
don't have to wait to get their work 
done. 


The System/36 will grow with 
e your business. It handles up to __ 

30 terminals and workstation printers 
locally. 
That's almost double the number of 
workstations offered by our popular 
System/34. Up to 64 remote stations 
and printers can be connected to the 
system with communication lines. 
They might be located in your plant, 
sales branches, or distribution centre. 


7 If it's an office system that you 

e need, the System/36 has text and 
mail management plus color graphics 
which enhance your charts, reports, 
and other office communications. 





IBM System/36. 


your business grow. 





9 You'll be surprised at the 

e affordability of the System/36. It 
Xfers high performance at a reasonable 
price. 


IBM ha: 
10. Dea 


to help you with 
- any of your 
computer needs, 





9 If you're already a computer user, | from good advice 
e youll appreciate the capacity | — | to software to 


offered by the new System/36. Disk ned: m1 expansion. 
storage handles up to 400 million 3 

sharacters (one and a half times the 
'apacity of System/34) and main 
memory capacity can manage 512,000 
'haracters (double the capacity of 
System/34). 





And of course, when you buy a 
System/36 you're also buying IBM's years 
of experience in providing reliable products 
and service, educational seminars and 
special training programs. They re all 
available to you — just contact us. 


For a free. no-obligation demonstration or further 
information, call your local IBM office today: 
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Tel: 817-8060 


Hong Kong Singapore 

Tel: 5-768168 Tel: 2200169 

Indonesia Taiwan 

Tel: 587641. 586711 Tel: 501-5151 

Korea Thailand 

Tel: 722-8694 Tel: 233-0111 

Malavsia 

Philippines =. = I—— 
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worlds first 
real traveller, 
et [never 
eamed such 
wonders 
23 couldexist’’ 
Marco Polo 
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ARCO POLO was the world's first 
real traveller. He discovered the 
best of East and West. 

And his secret is now ours. 

So, for the real traveller, there is 
only one airline. One that takes the best 
the world has to offer, the best of East 
| and West, and fashions it uniquely. 

Cathay Pacific. Hong Kong's airline. | 
The airline that has chosen Marco Polo | 
aS its inspiration. | | 

He knew that Asian hospitality has 
| no rival. 
| 5o your travelling companions 

aboard Cathay Pacific are chosen from 
| the grace and beauty of nine Asian lands. 

He would appreciate journeying in 
such experienced hands aboard 747s and 
| Super TriStars, powered by the depend- 
ability of Rolls-Royce engines. 

Cathay Pacific is the airline devoted 
to the real traveller. To you, the modern 
Marco Polo. 


| THEREALTRAVELLERS WAY. 
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e MOST news stories on Cambodia | resulted in a newspaper headlining the | ters, a fly half, a scrum half and eight for- n 
and the Asean-Vietnam-China-United | winner of the famous car race, the In- | wards comprising lock, two wings, two 3 
States diplomatic manoeuvring around | dianapolis 500, with the name of a driver | second-rows, two props and — buried a 
the issue are bleak enough in tone, re- | who did not exist. Back in the 1930s, | in the middle of the writhing mass, the | 
flecting the successive tragedies suffered | when a client made a special request for | position played by this Traveller — a = 
by the Khmers. Although most informed | a story AP would comply by telegraph, | hooker, a nomenclature which always ’ 
observers regard the level of resistance | the jargon for such a special request | amused Americans. Now, as well as » 
to the Vietnamese occupying army | being "overhead." So a newspaper | going metric (a *22 drop-out”), some 1 
mounted by the Khmer Rouge as easily | might ask AP to file a story on a mayor's | positions have changed names; we now d 
containable, Pol Pot's clandestine radio, | speech that night, and AP would re- | have centre and wing three-quarter = 
the Voice of Democratic Kampuchea, | spond: “OK WILL OVERHEAD | backs, a stand-off, flankers and a 3 
continually claims exaggerated victories | MAYOR.” No. 8, I 
and alleges unspeakable atrocities by the But the jargon didn't work on May 30, All of which did not help me to under- | - 
Vietnamese garrison — worse even than | 1933, for the editor of the World Inde- | stand the rugby tactics described in à re- f 
those perpetrated by the Khmer Rouge | pendent which, despite its title, was the | cent edition of Japan's Rugger magazine, | 
when they were in power. On July 4 the | journal of a small coal-mining town, | which describes how the Japanese side 

radio stated: “Since they [the Vietnam- | Walsenburg, in Colorado. With the race | should deal with the ball when it is not 

ese] are so cruel, during the past more | half over and his AP wire about to close | won by the ES (the enemy side) from a 

than four years the Vietnamese have | down, the editor asked AP to wire him | lineout or a maul, and get it into T 

killed more than 2.5 million Kampu- | the name of the Indy winner. He re- | (touch). I think I understand what a 
ichean people — and they are continuing | ceived the reply: "WILL OVERHEAD | “franker” is, but there is another player 

to do so." 500 WINNER.” The result was the fol- | in there who must surely be either a 1 

This can lead to some macabre juggl- | lowing front page headline: rucker or a hooker. l 
ing with statistics: During the Vietnam a e e ee 
war, the total American and South Viet- | (Kick) counter attack (ES) e 
namese claims of casualties inflicted a PB-WTB—-CTB—Franker-WTB—(T) ES 
would have depopulated the whole of | OVERHEAD WINS INDIANAPOLIS RACE ] 
North Vietnam. The same calculations | — ST ES Sere, Fe A 
Fred Frame la Injured in Crash i 

can be made about Cambodia. Its 1975 | BEBE. 0o Mies | | No 8 Franker Prop D : 
population was estimated at 7 million. If The story beneath it graphically de- (Kick) counter attack a 
one accepts the (conservative) estimate | scribed how Will Overhead, an-un- $26 TN 
that the Khmer Rouge massacred more | known, had come from behind in the last xo Fi aco pu 
than 1 million, that the Vietnamese have | 250 miles and won the great race. (L.O) —ES b. 
killed 2.5 million and that perhaps half a | e RETURNING to Indonesia recently SH-SO-«CTB (Miss pass) CTB—FB 
million people are living in exile, then | after a long absence, Robert Tilman of f Re S" ditio. i E 
the population of Cambodia today, even | North Carolina State University bought VAR E. 
allowing for a natural increase, would be | a pocket dictionary to help brush up his (T)+CTB A 


less than 3.5 million. Of course the esti- 
mates vary, depending on their source 
and the motivation behind them. When. 
in 1981, the United Nations Food and 
Agriculture Organisation (FAO) wished 
to mobilise world food aid for the starv- 
ing Khmers, it put the. population at 
about 6.5 million. It was subsequently 
embarrassed when the Phnom Penh 
Ministry of Justice put the total at only 
5.7 million — cutting the FAO estimate 
of the food deficit by 50%. 


e IN this column (June 2) I recalled In this dictionary we close it reading e NOTICES in China continue to puz- 
some of the classic messages exchanged | Way we attack a list of zle visitors. Marie Ginsberg found some 
between editors and correspondents in LAR VERBS. Our design to pile this dic- fleshly joys being offered at the Hubin 
the peculiar cablese employed by the e sto essa nih: nhan gia Hotel in Wuxi. As she remarks, longev- 
press. The piece reminded. Geoffrey has hes wee hase seakan sepoy are ity moxibustion sounds fine, even as part 
Somers of the story of two British sub- | qa of a massage, but she wasn't too at- 
editors who worked for The Straits BESIDES it can also be used by the | tracted by the Clelachable stove chim- 
Times in Singapore and who flew up to | foreigners with English and want to read | ney. | wonder if any of our readers can 
Kuala Lumpur for the races. They made | ‘alphabets in Indonesia. explain what was exactly on offer. 
some highly suecessful bets over the E this dictionary will be useful 
weekend — so profitable that they sent | for the language — n 
their editor the following terse cable: | them who want to improve the 
"Upstick job arsewise." -— ool of the 
Unfortunately they followed the har tbs aiD E et ve epe fl joke in the i 
horses up to Ipoh where they lost heavily | | gex¢ edition. Not in pray that this + 
and crawled back to Singapore to find, dicens wil be Ei tor ine ding. 
not surprisingly, that their jobs had dis- Sincerely, 
appeared. Both ended up in Australia. Editor. 


e THE item also reminded Richard 


rusty Bahasa Indonesia. His confidence 
that the little book would help him on his 
travels was somewhat shaken by the pre- 
face, which ran as follows: 
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e BACK in the dim, dear, distant days 
when I played rugby football, the team 
consisted of a full back, four three-quar- 


Pyle of AP in Tokyo of a classic story in 
the annals of his agency, recalled in a re- 
cent edition of its in-house magazine. It 


eee remem RR. 
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— Bangkok: Sustained Thai military pres- 
- . sure on the Thai-Burmese border heroin 
— trade and a leadership upheaval in the 
- — Shan State Progress Party (SSPP), which 
has drawn the political arm of the Shan 
State Army (SSA) back into an alliance 
— with the Burma Communist Party (BCP), 
are bringing about significant changes in 
- the complex political and military compo- 
- sition of Burma's rebellious Shan states. 
7 L5 The downfall of SSPP president Sao 
— — Hso Lane and his subsequent defection to 
the Rangoon government on June 21 
— seems likely to provoke a split in the ranks 
of the SSA; signs are already emerging 
that the SSA's southern-based 2nd and 7th 
E. ped are moving closer to forging links 
— with Moh Heng's anti-communist Shan 
— United Revolutionary Army (Sura), a 

Be group that uses its self-claimed frzedom- 
— fighting credentials to mask a deep in- 
—  wolvement in the narcotics business. 

x Shan sources say Moh Heng is reported 
_ to have been successful in arranging a 
— ceasefire between SSA forces, Sura and 
— — the Shan United Army (SUA) of opium 
— warlord Khun Sa, who is also known as 
— Cheng Shi-fu, and has proposed a Sep- 
tember 15 deadline for an alliance be- 

tween the three groups. It is thought, how- 
_ ever, that he is probably acting as a surro- 
gate for Thai-based Kuomintang leader 
— Gen. Lee Wen-huan, a long-standing rival 
— Of Khun Sa in the opium trade whose ir- 
. regular troops make up the bulk of Sura's 
— 1,200-strong army. Because of the 
changed circumstances along the border, 
_ the sources believe that Lee and Khun Sa 
- may have decided to bury their differences. 
This is not the first attempt to unify 
- Shan factions and whether it will be suc- 
cessful remains very much in doubt. But if 
— the three rebel armies can establish a 
— workable coalition they would hold sway 
— Over the northern sweep of the border 
—— from Mae Hong Son in the west to Mae Sai 
= at the apex of the Golden Triangle in the 
I east. 

Western anti-narcotics sources say they 
would not be surprised by the develop- 
ment. "Thai action along the border has 
forced many of the rebel groups to move 
- further back into Burma and they [the 
— rebels] now don't have the same kind of 

access [to the border]," noted one dip- 
— lomat. “If they are looking at an alliance, 
- it would certainly be a way for them to get 

to grips with the new situation. Obviously 

they are going to be searching for ways to 
. not only survive, but to remain in [the nar- 
cotics] business." j 

By forcing Khun Sa out of his former 
stronghold of Ban Hin Taek, inside Thai- 
land (REVIEW, Feb. 19, '82) and by taking 
similar action against rebel groups in 





Shan state shuffle 


. Thai military pressure on Burmese guerillas is 
forcing insurgent factions to unite in a survival bid 


— By Bertil Lintner and John McBeth 








northwestern Mae Hong Son, Thai 
paramilitary Ranger forces and Border 
Patrol Police have effectively pushed 
much of the Golden Triangle heroin prob- 
lem into Burma. “The Thais feel they have 
been criticised for what they see as a Bur- 
mese problem,” says one knowledgeable 
source. “The only black mark against 
them now is that there is still some opium 
growing in northern Thailand [about 8% 
of the total Golden Triangle crop], but 
that is something that is not going to be 
solved overnight.” 

Thai and Burmese army operations ap- 
pear to have had a severe impact on heroin 
manufacture, though this has still to be re- 
flected in the overall trade (the border 
price still hovers at about US$3,000 a kg). 
Narcotics agents are aware of only two 
SUA refineries currently in operation — 
in Burma's Lao Lo Chai area west of Mae 
Sai — and say all but two of Sura’s re- 
fineries have been closed down. 

Apart from having to locate refineries 
further away from the border, manufac- 
turers are also having serious problems 
obtaining processing chemicals now that 
the free trade in acetic anhydride, a key 
chemical in converting opium into heroin, 
has been banned in Thailand's northern 
provinces. Recently, agents seized 300 kgs 
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sian border, where chemicals are easier to 
buy, and last month Thai police for the 
first time made more narcotics arrests in 
the southern provinces than anywhere else. 

Despite their enforcement efforts, au- 
thorities on both sides of the border may 
be reluctant to push the rebels any harder 
because of fears that any vacuum caused 
by the rebels' demise — particularly in 
Burma's Kayah state bordering the north- 
west corner of Thailand — would be filled 
by the BCP. For years Bangkok saw the 
rebel groups as a buffer against the south- 
ward spread of the communists, and while 
that policy may have changed somewhat 
in the interests of improving relations with 
Rangoon, Thai planners may still see 
them as serving a useful strategic purpose. 


M: than 300 SUA soldiers trekked 
west from Doi Larng in February this 
year and quietly took over much of the 
area between the Mae Hong Son border 
and the Salween river from the rival SSA 
(REVIEW, Mar. 17), establishing a reg- 
ional headquarters and training school at 
the SSA's former Mong Mai base camp. 
They have since been reinforced by armed 
elements from the northern Shan states 
and are now said to be 5-700 strong. 

The Burmese military has shown little 
interest in curbing the build-up, though 
local observers note that when SSA com- 
mander Lieut-Col Pan Aung occupied 
Mong Mai with the same number of 
troops in 1976, it took the Burmese only a 
few months to launch an all-out assault on 
the encampment. They say the SUA pre- 
sence may be deemed necessary to pre- 
vent the BCP crossing the Salween at that 
point. 


The one-armed bandit 


A once-obscure Shan rebel group has sought lately 
to polish its image — but serious doubts remain 


Bangkok: Shan United Revolutionary 
Army (Sura) leader Moh Heng, now ac- 
tively seeking to form an alliance with 
the Shan United Army (SUA) and rem- 
nants of the Shan State Army (SSA), 
presides over the border settlement of 
Pieng Luang — a boom town in the mid- 
dle of nowhere with well-stocked shops, 
three brothels, four gambling dens, 
schools and a 30-bed hospital. 

The keys to Pieng Luang’s prosperity 
are the mobile heroin refineries which lie 
across the border in Burma, and the al- 
liance between Sura and Gen. Lee Wen- 
huan’s 3rd Kuomintang (KMT) Army ir- 
regulars who have lived in Thailand’s 
northern provinces since the early 1960s. 

Pieng Luang itself has remained un- 
touched by the Thai Government's cam- 
paign against the opium trade. Indeed, 
in the period after the SUA was dis- 
lodged from its former base at Ban Hin 
Taek to the northeast, Sura emerged as 


the single most important trafficking 


group in the area and may still be, de- 
spite a Burmese sweep on the other side 
of the border several months ago which 
disrupted its refinery operations. 

Now in his 60s and with two wives and 
14 children, Moh Heng is regarded as lit- 
tle more than a puppet of the KMT. 
Born at Mong Pien, a few miles north of 
the Shan capital of Taunggyi, he joined 
the Burma Communist Party (BCP) in 
the early 1950s and served as an or- 
ganiser in the Lawksawk area. In 1958, 
he defected and teamed. up with Sao 
Noi's Noom Sukharn (Young Warriors) 
rebel group, losing one arm to a bullet 
during hand-to-hand fighting with gov- 
ernment troops close to the Thai border. 
Six years later, he helped form the Shan 
State United Force, forerunner to the 
SSA. But in 1966 he broke away and 
moved to Pieng Luang where he ousted 
Sao Noi in a bloodless takeover and es- 
tablished the Sura. |. 


A deeply religious, ond hospitable 


AUGUST 4 108% FAR KAGTERN CCONIMUUÁ OLATA 














t 
SSA river patrol: closer to the communists 
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The impact on the already-troubled 


SSA has been considerable, coming on 
top of the decision last year by its northern 
elements under Sao Hso Noom to join 
hands with the BCP. When the SUA en- 
tered the Mae Hong Son border area, the 
Thais moved more than 300 Rangers 
against them, but the Rangers failed to lo- 
cate the SUA and instead disarmed 50 
SSA soldiers and destroyed a radio-repair 
workshop. 


The incident infuriated SSA's Sao Hso 


Lane, who was then still in charge at Mong 
Mai, and in the early hours of April 4 his 
forces launched a surprise attack on a Bor- 
der Patrol outpost at Kha Harn, killing 
two Thai policemen and seizing arms and 
radio equipment. Fearful of retaliation, 
he withdrew across the Salween a few days 
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man, Moh Heng now spends his time at a 
meditation centre in Pieng Luang and is 
widely respected for his generous dona- 
tions to temple projects. While it may be 
a matter of conjecture, it is felt he is little 
more than a figurehead even within Sura 
itself and that the real power — if that is 
the word in an organisation obviously 
under KMT sway — belongs to general 
secretary and chief of staff Nor Hpa and 
other younger leaders such as Khern Sai 
who, as a young intellectual in 1969, is 
said to have proposed the setting up of a 
Shan communist party. Ironically, 
Sura's only clear-cut policy is an almost 
rabid stand against communism. 

Although the rebel group also main- 
tains a presence at Mae Aw on the 
Burma-Mae Hong Son province border, 
its influence in the Shan states is limited 
— as is its genuine taste for furthering 
the cause of Shan autonomy, Over the 
past year, however, it has largely aban- 
doned its formerly secretive and inhos- 
pitable image, playing host to several 
visiting jourtialists and undertaking ac- 
tivities designed to improve its image of 
respectability, ' - 

The bulk ‘of the Sura force is built 
around a battalion mainly of KMT sol- 
diers who guard the two border enclaves 
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later leaving Mong Mai in the hands of the 
SUA. 

Shan sources say Sao Hso Lane may not 
have been expecting the equally hot re- 
ception which awaited him near Mong Pan 
on the north bank of the river. He was im- 
mediately arrested on the orders of SSA 
2nd Brigade commander Lieut-Col Sam 
Mau for giving up the strategically located 
Mong Mai and stripped of his posts às 
commander-in-chief of the SSA and presi- 
dent of the army's political wing. How and 
when he escaped is uncertain, but on June 
2| he gave himself up to Burmese au- 
thorities at the village of Tawn Hong near 
Kengtawng. northwest of Mong Pan. 

The government-run Taunggyi radio 
station broadcast the news of Sao Hso 
Lane's surrender, and in a prepared state- 
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Mah Heng a K MT puppet? 


and police a trading corridor between 
Pieng Luang and the Salween to the 
north. A second 400-man force, known 
as the Ist Division, operates out of the Sa 
Ning mountain range near Panglong, 
east of Taunggyiy but there are reports 
that its commander, Kan Chit, has effec- 
tively cut off ties with Sura because of 
the way the organisation is dominated by 
KMT elements. < 
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ment, 30,000 copies of which were distri- 
buted throughout the Shan states, the 
former SSA leader denounced his former 
revolutionary life and pledged allegiance 
to the government he had been fighting 
for 25 years. 

Sao Hso Lane's position had undergone 
serious erosion long before his surrender 
but with his defection, vice-president and 
Ist Division commander Sao Hso Noom 
automatically assumed the leadership he 
had held in everything but name. The son 
of the last sawbwa, or prince, in the Wa 
state of Mong Leun, Sao Hso Noom steer- 
ed the Ist and 3rd brigades under his com- 
mand into an alliance with the BCP last 
July — apparently to ensure a steady sup- 
ply of arms and ammunition and not out of 
real commitment to the communists. — [i 
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The extent of that influence is obvious 
from the appearance of Pieng Luang’s 
main street, which serves as a dividing | 
line for the wooden shacks inhabited by | 
the Shan population on one side and the | 
concrete buildings of the Chinese on the 
other. Chinese traders stroll through the 
town in business suits as they would on 
Hongkong's Queen's Road and others 
pack the gambling dens, bundles of Baht | 
500 (US$22) notes in their hands. | 

It is the Chinese also who run the 
heroin laboratories across the border | 
that fuel the settlement's economy, as do 
the taxes levied on goods and contraband | 
passing through the Sura-controlled cus- 
toms checkpoint. And it is the Chinese 
again who largely own the stores, which 
sell everything from tape recorders, 
video equipment and TV sets to motor- 
cycles, medicines and textiles. 

Reachable only by a narrow 50-mile 
dirt road which branches off the Chiang 
Mai-Fang highway, Pieng Luang also 
has generator-fed electricity. Wieng 
Heng — the nearest government sub- | 
district with its police station, a single | 
school, two shops and a ragged collec- | 
tion of stilted wooden houses — does 
not. That probably says it all. | | 

— A CORRESPONDENT 
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BURMA/POLITICS 


The final chapter 


Fallen leader Tin Oo's fate is sealed in just three 
hours by the People's National Congress 


By M. C. Tun 


Rangoon: In a rare break from the cur- 
rent monsoon rains, the sun shone 
brightly on the morning of July 22. The 
fine weather matched the mood of 456 de- 
puties of Burma's People's National Con- 
gress who had been summoned from all 
over the country. Before the one-day ses- 
sion opened, deputies stood in the shade 
of tamarind and mango trees facing the as- 
sembly hall, exchanging pleasantries and 
greetings — knowing full well why they 
had been called so urgently to Rangoon. 

The previous day, the 260-member cen- 
tral committee of the ruling Burma 
Socialist Programme Party (BSPP) had 
met to deliberate on moves against fallen 
_ leader Brig.-Gen. Tin Oo. The meeting of 
the congress was to set the seal on the dis- 
grace of a man who less than three months 
ago was one of the most powerful figures 
in Burma. 

Most of the deputies seemed relieved 
that the unhappy Tin Oo saga was drawing 
to a close: the former intelligence chief, 
third-ranking member in the party hierar- 

chy, had been highly respected, but he had 


been perhaps equally feared. The princi- 
pal item of business for the congress was 
consideration of a report by the council of 
state spelling out why Tin Oo and a 
number of associates who were toppled 
with him, including former home and re- 
ligious affairs minister Bo Ni, had fallen 
from grace. 

The report conceded that Tin Oo's 
duties both in the party and government 
had been onerous, but it asserted that he 
had overstepped the bounds of both the 
law and of political propriety. Specifically, 
he had omitted to take prompt action 
against Bo Ni as soon as he became aware 
that the ex-minister was breaking the law 
and the rules of party discipline. Secondly, 
he had failed to refund to the Military In- 
telligence Service, which he had headed 
for many years, sums of money he had 
borrowed for agricultural and livestock 
breeding work — notably for a bee-keep- 
ing programme and national park con- 
struction. The report alleged that Tin Oo 
had kept some of this money to finance 
trips abroad made by his wife and also by 
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the wife of Bo Ni for medical treatment. 

Thirdly, he had used civilian and mili- 
tary personnel, and also property, for his 
own and for others’ agricultural enter- 
prises. And lastly, he had sent his son and 
daughter-in-law on a honeymoon trip to 
Bangkok, “something improper for him to 
have done." The report added that inves- 
tigations were proceeding in preparation 
for legal and disciplinary action against 
Tin Oo. This clearly means that he will 
eventually be sent for trial. 

Bo Ni's lapses, the report said, included 
use of foreign currency for his own bene- 
fit; borrowing repeatedly from other 
people by “using the prestige of his own 
office," and failing to repay these loans. 
He was also alleged to have illegally ac- 





INDONESIA 


Textbook for torture 


Amnesty International says Indonesian troops are mistreating 
East Timorese — but Jakarta denies the charge 


By Susumu Awanohara 

Jakarta: The problem of East Timor re- 
fuses to go away. Seven years after Jakarta 
formally declared the Portuguese territory 
its 27th province, a new controversy has 
arisen over claims by the London-based 
human-rights organisation Amnesty In- 
ternational that Indonesian troops have 
been issued with secret instructions that 
permit torture. Jakarta has denied the al- 
legations. But the claims have come at a 
time when a group of Australian par- 
liamentarians are visiting the territory and 
could damage Indonesia's reputation 
abroad. 

According to Amnesty, the 82-page 
military manual was scized from Indone- 
sian forces by Fretilin, the leftwing 
guerilla’ organisation which proclaimed 
East Timor's independence on the eve of 
an Indonesian invasion in 1975. Amnesty 
says the manual advises soldiers not to 
photograph prisoners being stripped 
naked and tortured with electric shocks. 

The manual is divided into eight sec- 
tions, seven of which are marked “secret,” 
and includes a chapter on interrogation 


procedures. It says no local witnesses 


should be present if force is used "to avoid 
arousing the antipathy of the people." Ac- 
cording to the manual, if such photo- 
graphs are taken, they should not be al- 
lowed to fall into the hands of “irresponsi- 
ble members of society." 

In a letter sent to President Suharto, 
Amnesty pointed out that all governments 
were bound by international human-rights 
standards that prohibit torture in all cir- 
cumstances. "Rather than comply with 
these standards," the letter said, "these 
military instructions, while describing the 
usc of force and threats during interroga- 
tion as something generally to be avoided, 
explicitly allow for the possibility of tor- 
ture and provide guidelines to prevent its 
exposure." 

Amnesty says it has received persistent 
reports of torture, including the use of 
electric shock treatment, by Indonesian 
forces in East Timor. The organisation has 
also expressed fears for suspected Fretilin 
supporters who have "disappeared" after 
detention. Many are believed to have 
been summarily executed after torture. 

The military manual, allegedly issued to 


Indonesian forces in 1982, is bound in a 
folder marked "Kodim 1628/06 Bakau 
Timtim" and "Baurah 1628/06," which 
means the district military command, 
Baucau, East Timor, and Baucau region. 
Sub-section V.13, headed “The use of 
force and threats," in the chapter on inter- 
rogation procedures, states in translation 
from the original Indonesian: “It is hoped 
that interrogation with the use of force will 
not be implemented except in those situa- 
tions where the person examined tells the 
truth with difficulty [is evasive]. However, 
if use of force is required there should not 
be a member of the local population pre- 
sent . . . to witness it so that the antipathy 
of the people is not aroused." It advises 
troops to "avoid taking photographs 
showing torture [taken of someone being 
given electric shocks, being stripped 
naked and so on]. Remember that such 
photographs should not be printed freely 
outside or in Denpasar [the regional com- 
mand headquarters in Bali] and found by 
irresponsible members of society." 


A‘: receiving a copy of the manual, 
which is said to have been seized by 
Fretilin in December 1982 and taken to 
Europe last month, Amnesty took steps to 
establish the document's authenticity and 
was satisfied that it was genuine. The or- 
ganisation has now asked Suharto to issue 
immediate instructions to all forces under 
his command prohibiting, the torture of 
prisoners under all circumstances. 

In Jakarta, which is awaiting the return 
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on lasted just three hours. 
Deputies mid the council of state's re- 
port on a voice vote, and declined an invi- 
tation by the speaker to hold a debate. In 
Burma, unlike in other one-party states, 
politicians do not like to kick their col- 
leagues when they are down — -though the 
motive may be to protect the positions 
of those still in power rather than to 
show compassion | towards those who have 
fallen. S 





















rians whose impressions of conditions in 

_ East Timor could have far-reaching dip- 

lomatic effects, sources either denied or 

doubted the éxistence of any manual espe- 

cially | tailored. for” Indonesian troops 
ed in East’ Timor. | 

A Defence Ministry spokesman tóld the 
REVIEW that such a manual did not exist. 
“It’s just not true," he said; Other ministry 
sources have been quoted as saying that 
there are no manuals especially written for 
East Timor, only those for Indonesia as a 
whole. Howéver, ‘an unnamed armed 
forces source ‘has said that it is possible 
that the local military command had such 
a document “but impossible that it would 
be taken into the field," an oblique re- 
mark which is being taken by some as an 
indication that there may in fact have been 
a special counter-insurgency manual spe- 
cially for East Timor.. 

Another source ‘close to. the govern- 
ment, who said’ ie, had not yet seen a copy 
of the supposed ‘Manual, found the Am- 
nesty: allegation " ‘so dumb that it is unbe- 
lievable." For one thing, Indonesia was 
not in the busi ess of organised torture. 
Excesses could. happen, as was the case 
with the detention voit trial of those 
who had allegedty’ been involved in the 
1965 coup attem t. But the world knew 
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that would not be put in writing. “Don't : 
forget that we've been involved in provided that the,action was clearly 
counter-insurgency for three decades" , his agency res nes. In addition, 
the source said, referring to the. various’ [ret orted th insisted on guara 
separatist. moyements which the. govern.) thc volunter 
ment ad: put down, adding: "We never’! ' Bex 
needed manuals." Thé‘source did: nott: 
doubt that Amnesty had a document of 
some description in its possession. But he 
suspected, it was forged, as was a. docu- 
ment some years; ago. which. disclosed. sup- impossible. to achieve. Equally impracti 
posed. Tndonesian plans to mount an at- | isthe suggestion that the UNHC Rp 
tack oh Papua! New, Guinea. "x .] refugees individually., That practice 
Some newspaper editors feel the manu- -been followed in the past, for exa 
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the six major groups purporting to r« 
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the UNHCR emphasised, individual. 
fugees. are within their rights to refus 
return home, regardless of any agreeme: 
on mass repatriation. After. reporting 
the ` secretary-general on the discussior 
with Hartling, | Cordovez plans to 
































riation. ideally. the refugees deme | 
would be able to;agree.on a single spo 
man. But such agreement is consid 













progress.” the Jakarta Post, generally, 
ee E. inde endent, said: 
"There is à |! phabfom beiween the reality. | 
of East Timor. ánd the propaganda about it 
in the interna tional community, fanned by 


Ubon: Pore a ‘from thei ir forums, in 





























| id elsewh ere. 

The editorial c plinued:. “The remnants 
of the so-éalled E, étififf — an éstimated 
band of 100 hidin in the hills — lost the 
civil war alm Wit eight’ years ago. , because, 
they did not hav ad e popular, support of. 


the people the ré. hey are. now trying to 

































































een à Hab fora men. os Recah beds 
men are born inferior as a reflection of 
heir inadequate store of merit from previ- 
lives. And over the eight or more cen- 
iries since Theravada Buddhism per- 
ieated Thai society, any mother who fails 
o produce a son has lost her greatest 
hance to redeem her standing. It is from 
ie saffron robes of a son who enters the 
'onkhood that a mother seeks to advance 
merit and moral integrity. 

t now secular considerations have 
disturb the order of things. In 


a female baby is now celebrated 
usual joy. A calling, not to the 
but to brothels, disco- bars and 
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f hope for more and more rural 
struggling against the hard ships of 
indebtedness and poor returns 
r produce, especially in the coun- 
iorth and northeastern provinces. 

s that i increasing | numbers of par- 
prepared to look forward to 
their daughters in. prostitution as 
h as to their sons in saffron robes. 

we "City of Angels" — Bangkok — 
billed as “one big brothel” in a tourist 
iure. recently distributed by a Dutch 
agency. *Many gitls from the sex- 
d come from the poor northeastern 
n. and the slums of Bangkok. It has 
me a habit that one of the nice-look- 
daughters goes into the business," 
d the brochure, which was sub- 
ntly reproduced and handed out 
ng several human-rights and women's 
s in the Netherlands and Thailand. 
ilt:. protests against the so-called 
i iland Express Sextour were staged in 
h. countries. But far from being wel- 
jed, the protests were generally re- 
ed by the "girls from the sexworld" 
nselves. Tour operators and potential 
lients were predictably embarrassed. 
While the brochure was designed for 
rely commercial purposes, the very 
udity of its commercialism did serve to 
highlight some stark truths about. Thai- 
d's sex market — facts which are not 











titution is illegal in Thailand, yet the 
Aber of women in the profession is esti- 
to exceed 500,000, 

by falls in real incomes and drawn 


id urban earnings, huge numbers from 
€ cities and changed their occupations. 


prostitution by their own parents to 
imeat problems of far 





. Thailand’s poorer villages the 


iC nowledged by the law, for example. . 


n increasing disparity between rural. 
e agricultural sector have migrated to. 


mong these migrants, thousands of | 
ng women have been deliberately sold 
















| duty and gratitude" 


. in 1982, ; 


northeast. Dependants support 


. pulsory schooling, 


a sense “of “virtue, 

in supporting their 
parents, thousands of young women have 

sold themselves into the profession. — — 
According to field research published | 
by the International Labour Organisation 
all 50 massage girls interviewed in 
a sample survey il Bangkok were sending 
money to their families.in the north and 
by 46 of 
the women included their parents and in 
18 cases also. inc ded their own 
children. Eight of the massage parlour. 
women said they had already built a house 
for their parents in their home villages, 

while most of the others said they aimed to 
do so before they quit. Despite legal and. 
social condemnation, most women felt 

proud of being. dutiful daughters helping 
their families. 

Many, but certainly not all, prostitutes 
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are being pressured by a family-income 


crisis. But the fact remains that the pros- 
pective rewards from plying the trade are 
a very strong economic incentive. Earn- 
ings of this group of female migrants to 


Born in the north of Thailand, Sukanya 
Hantrakul now works in Bangkok as a 
freelance writer and researcher. A 
graduate of Chulalongkorn University, 
she was until recently engaged as a per- 


manent secretary with the National 


Women's Council of Thailand. This arti- 
cle is based on a paper prepared for the 
"Women in Asia" seminar at Monash 


| University, Melbourne, in July. 


Bangkok were reported to be relatively 
very hi gh — a monthly average of around 
Baht 5 5.000 (US$200) — while a large. 
majority of female migrants in other occu- 
pations were earning less than US$34 per 
month. These migrants were working in. 
"decent" jobs as domestic servants, 
operators in small manufacturing firms, 
labourers or waitresses. | 


D highlight the. relative bounty of 
US$200 earned from prostitution, it is 
worth noting that a university graduate. 


starting in the civil service earns US$106 


per month while those with a doctorate. 
starting as university lecturers earn 
US$200 — in other words the same as the | 
average prostitute in the survey. "You're 
in the wrong business," commented one 


masseuse as she was interviewed by a re~o 
searcher who earned about Baht 3,000 per -| 
month after completing 15 years of school- - 
ing. With no more than four years of com- 
the n masse use knew that af 
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eir daughters 


“was € earning three or four times the mini- 
mum wage. 

Thai male. clients pay less in the small 
traditional brothels which are spread 
throughout the country as opposed to the 
modern whorehouses legalised in the 
guise of massage.parlours, teahouses, cof- 
fee shops, bars, nightclubs, etc. But even 
here the prostitutes are drawn by the pros- 
pect of higher rewards than the wages paid 
to others of their class with little or no edu- 
cation or occupational, training. 

The question arises: what is the thrust of 
the act of 1960 prohibiting prostitution in a 
country with sucha PPE established prac- 
tice of prostitution? . 

» Prohibition does not stop or even deter 
the tradition. On the contrary the number 
of prostitutes has increased dramatically 
since the act was passed. 

> [t has made. prostitutes — especially 
those strong enough to solicit indepen- 
dently — more vulnerable to exploitation 
by the owners, managers and pimps in 
brothels and entertainment places. and 
most of all to the police. 

» Cases of child and forced prostitution 
very rarely reach the courts. If ever they 
are raided by police, the culprits get off 
with far lighter costs than the penalties 
due under criminal law. And the abuses 
continue unabated. 

Insights to the problems of corruption 
have been revealed in a valuable acade- 
mic thesis written by a former high- 
ranking officer. “Some [police] even be- 
come pimps themselves,” Kitti Seributr 
wrote in 1974. "Often the police can't do | 
anything because A know that the ir 










lauently seen in ilic newspapers Sadie 
big parties with top-r anking policemen or 
government officials,” one police general 
is reported to have said. 

So what then was the aona behind 
prohibition? A little history is needed 
chere.. After centuries of polygamy in 
which three categories of wives were rec- 
ognised under the Three Seals Law, sud- 
denly in 1935 monogamy. was imposed as . 
the basis for Thai society. This sudden 
Switch was very much due to Western 
moral influence and Thailand's desire to 
be seen as a modern, civilised nation. 

Thailand, from the late 1950s through 
the early 1960s, was ruled by a paternalis- 
tic despot, Field-Marshal Sarit Thanarat. 
Notwithstanding his favours to more than 
a hundred minor wives, Sarit's hatred of 
hoodtums, opium, uncleanliness and so- 
cial impropriety became legendary. With 


à penchant for order and modernity, he 
campaigned for a cleaner; 
lined society. Roads were MUS beggars 
cleared from the street tr 


more discip- 








The programme, of 
course, could not 
overlook the prosti- 
tutes who, in the per- 
sonal view of the mar- 
shal, were a source 
of encouragement to 
criminality. Thus, in 
1960, brothels were 
suddenly outlawed 
and prostitution made 
a legal offence after 
centuries of tolera- 
tion. Since then, pro- 
stituteshave beensub- 
ject to arrest and have 
been condemned to 
live ina twilight world TC UET 
in much the same way 
as lepers. 

The Prohibition Act gave birth to the 
“Institution of Socially Handicapped 
Women,” now run by the Ministry of the 
Interior. The declared aim is to rehabili- 
tate prostitutes, generally during a period 
of one year’s internment after they have 
already served jail terms or been fined. 
The three existing reform houses can ac- 
commodate 1,800 inmates each year from 
an estimated population of 500,000 prosti- 
tutes operating in Thailand. Heavy em- 
phasis is placed on housework in the voca- 
tional training programme together with 
other domestic feminine virtues in the 
moral rehabilitation programme. The in- 
stitutions not only serve to perpetuate 
women's gender roles but also to control 
sexuality. The suffocation of inmates is all 
too apparent. In recent times there have 
been several escape bids as well as strikes 
and protest riots. 


ql 


ll aspects of prison conditions promote 

and reinforce a strong sense of guilt 
about being “promiscuous.” The only re- 
lease from this is repentance. In the recep- 
tion hall, a noticeboard advertises the inci- 
dence of venereal disease and other vital 
statistics of the inmates. To stress proper 
respect for their superiors in formal situa- 
tions, the women are required to ap- 
proach teachers, custodians and visitors 
on all fours. Like prisons, the reform 
houses project social control beyond their 
walls by playing on fear and stigma in the 
community at large. Prostitute or not, 
every woman is duly intimidated by what 
the institution stands for. 

While prostitutes are penalised and 
cruelly despised, in practice the polyga- 
mous traditions of Thai society survive 
with very little. change. So-called minor 
wives are generally accepted and men can 
register their children irrespective of the 
legal status of the mothers — a fact that 
does benefit the childrén who have no re- 
sponsibility for, their illegitimate birth. 
Engaging a prostitute is stilla ritual among 
Thai men. For unmarried males with no 
access to their virtuous girlfriends, the 
prostitute gives practice and proof of their 
masculinity. For.others the prostitute pro- 
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Bangkok's Patpong bar area: prostitution is an institution. 
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vides an element of nostalgia for the “good 
old days” when polygamy was still allowed 
by law and the economic mode of life. 

Long before the arrival of disruptive 
foreign males —such as the Chinese in the 
mid—19th century, American soldiers dur- 
ing the Korean and Vietnam wars and, 
more recently, tourists from around the 
globe — Thais had institutionalised vice as 
a way of life for themselves. All that the 
intrusion of foreign men did — and this 
point needs to be recognised by the sex- 
tour protesters — was to add demand in 
an already existing situation. 

What of the parents who have sold or 
forced their daughters into prostitution? 
The strength of Asian mores within the ex- 
tended family demands sacrifice from 
each (younger) generation to their elders. 
Overnight, in 1935, the law prohibited 
parents from selling, pawning or giving 
away theirchildren, but it certainly did not 
do away with the moral authority that par- 
ents have wielded for centuries, especially 
when the. imperative virtue of being 
“grateful” to parents, teachers, ancestors 
and to the nation is reinforced by every 
facet of the educational and religious ap- 
paratus. 

To date, there have been no known 
cases of parents being prosecuted for sell- 
ing their children. In most situations the 
court costs, fines and stigma would proba- 
bly only compound the poverty of the 
family as well as depriving it of an 
"economic relief” Some have been 
genuinely deceived by unscrupulous 
agents who lend money to the parents and 
ask for their daughters to work in 
Bangkok when the debt is not repaid. The 
particular demand for *virginity break- 
ing" has resulted in a criminal network for 
recruiting by deception girls as young as 
11-13 years. 





Child and forced prostitution does | 


occur, though on a much smaller scale 
than “voluntary” prostitution. These 
abuses can be dealt with under the existing 
criminal code and, significantly, they must 
be considered separately from cases of 
"voluntary" prostitution. Of course what 
is *voluntary" begs the question of failures 
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Sukanya Hantrakul 


in the overall economic system — the push 
and pull of rural poverty and the entice- 
ment of disproportionate rewards in the 
vice industry. 

There is a very strong case for the de- 
criminalisation of prostitution in That 
land, at least for the immediate future. 
The legal and social condemnation of 
prostitutes is hypocrisy that upholds 
double-standard values on sexuality. 

If examples like the Institution for So- 
cially Handicapped Women are to have 
any significance at all, they should be seen 
to illustrate how women's sexuality and 
gender roles have been the subject of re 
pressive control and silent institutionalisa- 
tion throughout a century in which That 
land has been continually urged to assume 
the facade of à modern, more civilised 
society. 

A number of projects for women's 
development have been undertaken in 
Thailand. Commonly these simply accept 
mothers and daughters as units for income 
generation and primary health-care ace 
tivities in the villages or in self-help and 
career-promotion programmes in the 
cities. Rarely is there a focus on question- 
ing the crucial position of women's sexual- 
ity and gender roles in prostitution as well 
as other fields. Nor is there consideration 
of the rights of women as equal human be- 
ings. n 
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The Far Eastern Economic Review is 
now publ shing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis, 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 
needless searching for information. 
ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 





The Circulation Department, 
Far Eastern Economic Review, 


GPO Box 160, Hongkong. 
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Whether or not Aquino returns tà Manila, he remains a key political factor 
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Manila: For móre than 10 yews rhe tàri 
have been heavily Stackéd Agiihst^ BE! 
nigno Aquino.' In‘the Tate teens Whef 
asked by reporters whether hf MENSCH 
had a chance of becoming presiteltt of TH 
Philippines, he'replied corifidenny? “PW 
become president.” The? delarátión b 
martial law in September" 197?^thwdrte 
that design when Preside V Férdinand 
Marcos threw Aquino tntó!jatt. pee 
remained for more than Sever years dati 
he was allowed to leave "fol tHe ‘Uhit 
States for a heart bypass óperrtón Now 
after three years effectivtly' in ‘exit! 
“Ninoy” Aquino is makirí “his biggest 
gamble: he wants to come Korie! ^ T” 
However, Marcos, one of Asia's most 
enduring strongmen, has moved once 
again against.his chief political rival by try- 


ing to nip his travel plans in the bud In à / 


way, itis also a gamble for Marcos beéatise T ' 





he has drummed up à rather shabby, ex- 
cuse for stopping Aquino — which could 
erode his credibility in the éyes of the 
world and his peóple. | as 
Aquino announced in early Tune that he 
was going'to leave thie US, Where he has 
held a fellowship at Hatvard University: 
and return to the Philippines. “The only 
problem was that he does not hold'a valid 
Philippine passport. The Miafcos góvern-: 
ment is now exploiting that'disadvantáge 
to the hilt. As’ reported in! the Manila 
press, à cable Was sent froi the Foreign 
Affairs Ministry to Philippine Cónsul- 
General Ernesto Pineda in'New York on 
July 19 asking him to convéy to Aquino a 
message from Marcos. pea 
"Intelligencé reports confirm that there 
are certain groups'that plan to assassinate 
you whén you come tö the Philippines” 
the cable said! Adding that as the góverir- 
ment would be blamed for anything that 
happened to ‘Aquino in thé Philippines, it 
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f& ^h hti pui “peutralise these groups 






WHO dré élipapeü in revenging the killing 
JP thief relatives by you. and your men.” 





ddys fater, Députy Foreign Minister 

fito Castro Confirmed. that the New 

York 'Consuldté-General had been in- 
structed mot to^issue a new, assport to 
Aquino’ until hi$ alleged would-be. assas- 
sins héré are peultalised; |,” 

{While Aquinó'$ conviction by a military 
tribuil for thé ‘murder of a barrio (vil- 
lage)'Captain in 1967, and allegations dur- 
ing his four-year trial that he consorted 
with outlawed communist guerillas — plus 
perhaps the €xisténce of violent political 
enemies — were obviously being used by 
Marcos as excuses to conjure up an atmos- 
phere of danger for Aquino should he re- 
4turn, it was difficult to swallow. 

Tt is'assumed by almost all observers in 
mS 4 


E 4 


Manila that Aquino (who was sentenced 
to death by the military tribunal) would 
return to some form of détes tidh after his 
arrival from the US: Ae there were no 
reports of ‘any death threats to thé former 
senator during His long ihtardération be- 
lore his release for the US in May 1980. 
Asked by the REVIEW about ‘the current 
alleged assassination’ plot, à'senior sec- 
urity official said: “I don't Know if there is 
ahy truth in this.” ^"^" V^ 
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t is cléar that Marcos anu his associates 

do not want Aquino Plon at Iéast at this 
time — and are piéparéa Odo éverything 
they can to stop him: On July 23; Manila 
columnist Téodoro Váléficia, considered 
to be an authoritative Söutte on the gov- 
ernment wrote: *Ni oy Aquino will most 
probably not make tto Manifa as sche- 
duled. It is most probable ‘however, that 
he will be allowed to come home before 
the end of 1983. Tn dthet Words, the gov- 


Aquino pre-martial law; on trial; in US hospital, Qn campus: the cards are stacked 


ernment is in command of the situation, 
not Ninoy." 

Aquino was reportedly taken by sur- 
prise “I cannot understand this," he is 
understood to have told one of his rela- 
tives in Manila in a telephone call from his 
home in Boston. He asked his colleagues 
among the legal opposition in Manila, par- 
ticularly lawyers, to confirm that there 
was à consensus seeking his return, and to 
examine ways of getting round the pass- 
port ban. 

As far as the American authorities are 
concerned, Aquino is free to leave. He 
does not need a Philippine passport. But 
he might face problems with the airline 
flying him home when it is known he has 
no passport and that the government does 
not want him in the country. Philippine 
Immigration and Deportation Commis- 
sioner Edmundo Reyes is known to have 
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talked publicly about fining any airline 
bringing Aquino back, and stopping him 
[rom entering the country on arrival. 
Although Aquino has proved unpre- 
dictable in the past, the REVIEW has learn- 
ed that this time he had made definite pre- 
parations to fly to Manila On August 7, on 
a Japan Air Lines flight with his youngest 
daughter and son and perhaps several 
foreign newsmen, The day was chosen be- 
cause it is a Sunday, when, thousands of 
opposition-minded people would 
undoubtedly have flocked to the airport 
for his arrival, and also itis Just before the 
birthday of the opposition leader who has 
been the keenest to have Aquino return: 
elderly former senator Lorenzo Tanada. 
Aquino apparently expected to return 
to detention, given his outstanding convic- 
uon and sentence and also several charges 
laid against him in his à sence. These in- 
cluded involvement. in, x) Light-a-Fire 
Movement and April 6 Movement, re- 


e A 1V3R 
AUGUST 4, 1983 e FAR EASTERN ECONOMIC REVIEW 





sponsible for a bombing campaign in Man- 
ila in late 1980, and more recently an al- 
leged connection with the now-closed We 
Forum newspaper. 

Imelda Marcos, the president's wife, 
had reportedly told Aquino this when 
she talked to him in Boston. Having 
failed to persuade him to join a govern- 
ment-opposition coalition in Manila, she 
is said to have told him that he would be 
arrested on his return and detained for his 
own. protection. Before martial law, 
Aquino, as the main opposition Liberal 
Party contender to take the presidency 
from Marcos in elections scheduled for 
1973, delighted in giving Mrs Marcos cut- 
ting tongue-lashings in public over her 
propensity for lavish spending on prestigi- 
ous projects in such a poor country. 


ut when Mrs Marcos visited him in the 

Philippine Heart Centre for Asiain May 
1980 just before his departure for the US, 
she apparently charmed him enough to 
prompt him to give her his gold necklace 
and crucifix and write her a thank-you 
note with apologies for what he had said 
about her in the past. 

After three years in academic seclusion 
— during which time, surprisingly, he has 
not written a book — Aquino obviously 
feels the time is ripe for his return to the 
political fray at home. Despite his pledge 
to Marcos in 1980 that he would not take 
part in any political activities during what 
was supposed to be a brief absence for his 
heart operation, he has constantly sniped 
at the Marcos regime from abroad. He has 
also travelled, including two trips to the 
Middle East to see Nur Misuari, leader of 
the Moro National Liberation Front, 
which is waging a Muslim secessionist war 
in the southern Philippines. 

But now he wants to be home, whether 
or not under lock and key. Reliable 
sources here say that before the decision 
to withhold his passport, the government 
appeared resigned to his return. He would 
probably have gone back to the house de- 
tention which he was under for a brief 
spell before his release, with the au- 
thorities trying to stop him from receiving 
any public exposure. 

Aquino reportedly told one visiting col- 
league from the Manila opposition that he 
felt Marcos would fall within three years. 
This was based not on the persistent re- 
ports that Matcos has a serious ailment, 
but on the ‘assumption that he will 
eventually succumb to growing political 
pressure revolving around the abysmal 
state of the Philippine economy. The 
period would give Aquino time to re-es- 
tablish his credibility among Filipinos, 
some of whom have been disenchanted by 
his prolonged absence and the cosy cir- 
cumstances of his departure. 

It would also allow him to act as a rally- 
ing figure for fhe despondent and fac- 
tionalised legal Opposition as it gears up 
for the election, for the Batasang Pam- 
bansa (National, Assembly), in May 1984. 
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Aquino, at 50, has a substantial age ad- 
vantage over Marcos, who is 65, and if the 
president clings to power Aquino could 
also wait until the next presidential elec- 
tion, scheduled for 1987. 

Aquino would rely on his charismatic 
presence, even behind bars, to secure his 
popularity. His last major address to the 
Philippine people was in March 1978, 
when he was allowed by Marcos to appear 
on TV for 90 minutes, interviewed by local 
journalists in his cell in Manila's Fort 
Bonifacio. At that stage, he was cam- 
paigning from jail as the leading candidate 
of a new opposition party, Laban, tackling 
the massive Marcos political machine, 
under the banner of the Kilusang Bagong 
Lipunan (KBL) party, for the first elec- 
tion under martial law for an interim na- 
tional assembly. His silvered oratory — al- 
ways his chief political asset — aroused a 
gut reaction among many of the Filipinos 
who watched the show. 

Unfortunately for Aquino, he and the 
entire Laban slate of candidates failed to 


win a seat amid authoritative reports of 
massive ballot-box rigging. He was 
perhaps more respected while he was in 
jail, with a martyr image as the only na- 
tional leader behind bars, than he is now 
as a distant voice from the US. This is what 
Aquino now wants to change. 


A’ a shrewd politician capable of reach- 
ing Philippine hearts in a way matched 
only by Marcos, Aquino enjoys wide sup- 
port in the Philippines. Yet among those 
Filipinos who openly say they would like 
to see him in power, few can put their 
finger on the reason, apart from his image. 
It certainly is not because of any ideology 
or policies that he stands for. In the past he 
has been smeared by the government as a 
communist, and also as a former Ameri- 
can CIA collaborator. “I am not a com- 
munist, I have never been a communist," 
Aquino said on his TV show. 

But as a former governor and later sena- 
tor for the mid-Luzon province of Tarlac, 


a traditional seat of Communist Party of 
the Philippines (CPP) activity, he claims 
he had to keep in touch with the radicals to 
know what they were thinking and saying. 
He has also said he would like to see the 
outlawed CPP legalised, so long as it re- 
nounces any wish to overthrow the gov- 
ernment. 

Aquino once told this correspondent 
that he would describe himself as a Christ- 
ian socialist. In a later interview in 1981, 
he also said he was only a transitional poli- 
tical figure with no desire to become presi- 
dent. In his US congressional hearing in 


June, before the Asian Subcommittee of — 


the House of Representatives, he also said 
he opposed violence and in the Philippine 
context would use water, rather than fire, 
to put out the fire here. But some political 
observers feel that Aquino, as a true 
Filipino politician, would not eschew vio- 
lence to succeed in his aims if his frustra- 
tions mounted to the extent that he felt 
this course was warranted. 

But all this is of little immediate interest 





to the average Filipino. Unlike Asia's 
Chinese societies, with their Confucian 
loyalty to à strong, apparently benevolent 
leader until his grave if necessary, the - 
Filipinos ike to see sporadic changes at 
the top. Before martial law, presidents 


were changed every four years (apart from 
Marcos, who was elected for a second term 
in 1969). Some say that as the majority of 
Filipinos are young, they know only Mar- 
cos and will stick by him — particularly as 
he is able to manipulate the media in his 
favour. Yet. the desire for change, 
heightened by the current depressed 
economic conditions, appears to be wide- 
spread, even among the young. 

It is not clear how the radical Left, a 
growing force in the country, views the 
prospect of Aquino's return. At the mo- 
ment, the excesses and abuses of the Mar- 
cos regime, coupled with the sad 
economic situation, are good propaganda 
meat for the effective CPP. propaganda 
machine. If Aquino eventually comes to 



























anila, er an; ames: bases ra 
young radicals joined the thron. 


r ted: "Boycott, 


leals with Marcos, based on the fact that 


S through intermediaries, 


ugh there is an umbrella organisation, 
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»mics that will determine the longev- 
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tly as a result of the. roeeint interna- 
al recession and partly due to misuse 
inds at home, the Philippine economy 
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ably, scheduled for next May, the tradi- 
deed. 


with’ | stand: throughout 

' flags and headbands. When a spea er 
nnounced that Aquino would soon: re- - 
and would take part in the.1984 elec- 
the group booed loudly. Then they | . 
boycott [the elec- 
' Among this faction, Aquino may — 
| ^be viewed as too pro-American ` 
here are also suspicions that he is doing - 


has been in touch with. Marcos from: the z 





United Nationalist Democratic. Or- : 



















or out of the country, in or out of jail — as 
he and some of his. opposition cohorts will 


"A very calculating man, - 
threatens, 


) annot run a country | 
kilful politics alone. Ultimately it is | 


ics is s the 


w stuck in the unenviable position of | 

to pay for some much-needed ré- 
s with very little cash. The govern- 
8 E 1984 DUE at t P59. 5 bit- 


— some ‘powerful voices aeons against 
ts only the same amountof spending as its 

rrent fiscal year's austerity budget, 
Iself is M o ish in | absolute terms | 


Bound. Pontem or. Nations Ae 
nal Philippine pork barrel will be lean: 
Aquino, who announced in early June 
t he planned to return to the Philip- 


pines in August to resume his- political - 
ruggle against the Marcos regime, could | 









with Unido. - 


But.at the: same. time, Po has. EX- 
pressed. a desire to restore the old: Liberal 


Party, which. before martial law was the 
main..party opposing Marcos’ Nacion 
alista Party. Both parties have suffered 
from defections. and a whittling-away of 
grassroots support.: Marcos KBL is the 


j | chief magnet, with-its huge organisation 
mong the legal opposition, there a are” 
ed feelings about Aquino's return. Al- 


and-attractive prospects of. largesse. 
-Whether Aquino s presence, should he 





eventually succeed in returning, will act as 


deganetame for the opposition remains 


create headaches for the government — in 


probably use the economy's performance 
as a tool to promote their own political as- 
pirations. But for Marcos.and his Kilusang 
Bagong Lipunan (KBL), or New Society 
Movement, the critical question remains: 
will current dismaleconomic realities | limit 


political options? 


The answer, as given by government 


zum: opposition leaders, seems to be a 
“mixed yes and. no. What ss 






surprising is 
that while some cabinet ministers with 
both economic and political portfolios say 


political options are natrowing due to the 


financial constraints. Aquino's colleagues 


seem to think Marcos will be able to 
. manoeuvre adroitly and continue dispens- 


ing largesse. 
Tt is already clear that some unpopular 


decisions must be made, despite Marcos’ 


better political judgment. One example of 
this was the decision in late June to raise 
petroleum prices across the board. When 
the matter was firstraised ata KBL caucus 


chaired by Mareos on April 14 — a meet- 


ing at which government economic 
technocrats were - attacked for their 


policies by party leaders (REVIEW, May 5) 


economic necessity. 
After Prime Minister and 
Minister Cesar Virata explained that the 


government could-no longer finance the. 
 P55 million per month needed for oil subh- 
| sidies 
Said: “When everybody:knows that the 
| price of oil has gone down, raising petrol. 
^ prices] will be extremely difficult to justify. 


s, Sohcitor-General Estilito Mendoza 


or explain to our people; ^ And Labour 


Minister Blas Ople warned of the inevita- 
ble: amour tor wage increases if me rise 


(he country s ix eke 
toral regions. Laurel says that Aquino has 
. told him. that. whe n he returns he, will wor k 
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| Monetary Fund — -irom which the govern- 








in per. and ue the opposition yet to 


. prove itself in the 1984 election: “If Ninoy 


comes back, I will welcome it, but. if. he 
doesn't I won't be disappointed, "Ocom- 


 mented a leader of one of ine id ep. 


position groups. 


S diplomats feel Aquino’ $ charisirig: 
tic rallying powers are overestimated. 

Marcos does not like to comment on his 
old political foe, but his manoeuvring to 
stop his return indicates that-he prefers to 
have him safely away in the US, where he 
can do comparatively little political dam- 
age. Even if he does return, Aquino can 
count on disparaging treatment from the 





was approved. With the Plate. N Men- 
doza's comments brought from the 
caucus, Marcos threw the poeng i issue 
back into committee. 
“Pwo months later. ty 
came: home to roost. The June KBL 
caucus reversed its earlier decision, and 
oil prices rose across the board by 31.9. 
centavos per litre. For one thing. the gov- 
crament had already given the “World 
Bank its formal commitment to end oil 
subsidics in: its March 29 request to: the 
bank for a second structuraladjustment 
loan. And with the -balance-of-payments 
situation worse than expected during the 
first half of the year, Marcos wanted to.as- 
sure othe -bank and the In ; 


however; ‘rea ilit ' 












ment had borrow d. US$536:7 million in 
special drawing rig ear — that 
he would stick to the: tough austerity pro- 





gramme in TRSID BUY with ne n agrec- 
ments. odia 


reeping cr edit ae openi overseas had 
become more important than the do- 
mestie political problems that were likely 
to follow the oil-price rises: Besides, Mar- 
cos believes his economic programme will 


bring development benefitsinthe long run 
and that he can keep local political dam- 


age to a minimum. Coupled with the 7.3% 
devaluation of the peso. on June 23, both 
wages and prices had to go.up.as well. The 
problem for the assembly elections is that 
by the time the KBL starts campaigning. 
inflation will have overtaken minimum 
wage increases, and the politicians will be 


confronted by some tough questions by 
their constituents. ; 


Even more critical in political terms, 


however, is the planned austerity budget 


for L984. Because of the country's large 
debt —- USSIS billion —~and the govern- 
ment's own limited. finaBciog capabilities, 
it can no longer: pay fordarge budgetary 
deficits. So it. must: keep its spending 
down. Worse, in FUA EH. is that the 
spending the government ean do has to be 





channelled increasingly: into: the mainte- 
nance of existing. development infrastruc- 
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. Defence 
| e: "Personally, I think if 
Aquino wants to run for president against 
Marcos, I will bet on Marcos on a ratio of 
two to one." 

At this stage, even a grudging admission 
from à senior government figure that 
Aquino would receive half as many votes 
as Marcos in a straight election fight indi- 
cates à certain degree of concern in the 
Marcos camp about a return of the 
Aquino factor. Another factor, which is 
difficult to calculate, is the extent to which 
the US Government would like to see a vi- 
able opposition leader such as Aquino 
being allowed to operate freely in the 
Philippines. 

When negotiations between Marcos 
and Aquino, through intermediaries, 
were taking place in mid-1978 with a view 
to amnesty for Aquino, Marcos was visi- 
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Irrigation project: soaking up funds. 





ture, such as irrigation, to ensure that past 
development projects do not go to waste. 
This means that the more visible projects, 
which tend to influence grassroots politi- 
cal judgment, must be curtailed even 
more. 

But while government ministers say 
these economic facts will make the cam- 
paign difficult — particularly for those 
KBL candidates who do not understand 
the reasons behind the economic austerity 
— they arc quick to point out that this 
does not mean that the opposition can 
make much of the government's fiscal 
restraints. 

First, according to one top official, “the 
opposition is too weak." The indi- 
vidualism that has always been part of 
Philippine party politics leads to flimsy 
party structures and unless the opposition 
can offer a coherent economic alternative 
to current policy, the argument goes, the 
public will not be swayed. The United 
Nationalist Democratic Organisation 
(Unido), an opposition umbrella organi- 
sation, has come up with its own economic 
programme, but it is strewn with con- 
tradictions in terms of the effects of its 
proposals (REVIEW, June 9). 
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tion was putti sure on Marcos to re- 
lease Aquino vell-publicised factor 
which Marcos Wk pains to dismiss in 
public. In recelicars, Marcos has con- 
stantly tried stablish publicly his 
nationalist crediials, and does not like 
to be seen in any y as coming under the 
American thumt 

The presiden far happier with US 
President RonallReagan's administra- 
tion, which has anced the human-rights 
issue — so impor@nt to the previous ad- 
ministration — a far lower place in the list 
of its priorities in dealing with Third 
World countries. But the Americans 
would still undoubtedly like to see a more 
viable opposition in Manila, whatever 
Reagan's obvious support for the Marcos 
government. Reagan's trip to the Philip- 
pines in November, as part of an Asian 





















The timing of the election — towards 
the end of the Philippine summer — 
favours the government. Pre-martial law 
elections were held in November, when 
the rainy season stopped construction, 
road building and other visible projects. 
Most building activity must take place be- 
tween March and May to take advantage 
of the dry season. Thus, the government 
ministers note, May is a politically propiti- 
ous time to hold an election because visi- 
ble grassroots projects are still fresh in 
voters’ minds. 

Despite Aquino's perceptions about the 
economy, some of his opposition col- 
leagues in Manila apparently do not see 
the state of the economy as a political tool. 
In terms of the 1984 elections, they say. 
the government still holds virtually all the 
cards. The vast Kilusang Kabuhayan at 
Kaunlaran livelihood project, a nation- 
wide scheme to encourage the develop- 
ment of very small enterprises, has been 
used at the provincial and municipal levels 
as the KBL’s pork-barrel political tool 
(REVIEW, Oct. 29, '82). 

They do take heart when the KBL is 
forced into making unpopular economic 
decisions such as the price increases in pet- 
rol products and the forced cancellation or 
deferment of five of the government's 
vaunted 11 major industrial projects. Op- 
position leaders clearly see these setbacks 
as causing disaffection in the countryside. 

However, the opposition has not 
taken advantage of the economic crisis to 
boost its own credibility. Local news- 
papers do carry Unido's point of view on 
various political issues, but the public 
shows little interest. Perhaps this is be- 
cause to date the economic plight of the 
large majority of Filipinos has remained 
outside the scope of opposition criticism. 

If Aquino is allowed any organisational 
freedom upon his return home — should 
he be allowed to return at all — and he 
sticks to his view that economic perform- 
ance should be the salient issue in next 
year's election, the opposition may be 
prodded into taking Marcos to task on the 
economy. 


mal 


AU 









eee LLL LL LLL LLL LD 


tour. r 
vus ol 
he cons. 


y Wht UMS VEO Vt Ros 
ler EROS BEL 5 LA RSA. Me 
ders no v to ind Aquir E s 





tempts to return. He may think it 


undoubtedly attaches to the visit as a 
further endorsement of his regime. 
Meanwhile, 
guessing game will continue. While 
Aquino and his opposition colleagues 
seek various ways, possibly even as a last 


resort a clandestine return by sea, to facili- - 


tate his return, the government will be 
considering their own options to keep him 


out. But the prevailing view is that if ~ 
Aquino is determined to make good his : 


promise to return, sooner or later he will. 


He is not officially in exile, and he isa — 
Philippine citizen wanting to return to his — 


better to keep Aquino away at that time, — — 
given the extreme importance which he. | 


the waiting-for-Aquino — 
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country. Under those circumstances, it — 


will be difficult for Marcos to hold up the — 
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drawbridge indefinitely. 


The president 
is on top in 

the game of 
cat and mouse 


By Sheilah Ocampo-Kalfors 
Manila: Benigno Aquino was one of the 


more interesting political figures in the - 
Philippine Senate when President Fer- - 


dinand Marcos declared martial law on 


September 21, 1972. Gutsy and gifted with 


a quick mind, the then 40-year-old 


Aquino was considered a potential presi- 
dential candidate. Aquino's favourite po- 


litical target was the president's wife, Im- 
elda, whom he lambasted for her propen- 
sity to indulge in expensive projects, such 
as the Philippines Cultural Centre, which 


was Mrs Marcos’ pet scheme prior to the — 


imposition of martial law. 


It was not surprising, therefore, to learn — 


that Aquino was among several politicians. ~ 


jailed immediately after martial law was ` 
declared. But what distinguished him - 
from his colleagues was the length — 
nearly eight years — of his imprisonment — 


on murder and subversion charges. This 
led the domestic and international media 
to view Aquino as a major threat to the 


Marcos regime. The foreign press made 


him a darling — a symbol of opposition to 
the one-man rule which 
out almost nine years of martial law, 


In December 1979, during a one-month : 


furlough from prison, Aquino tried to 


unite the country's various opposition - 


leaders and groups into a single cohesive 
body. He put forward his ideas on how 
martial law could be dismantled, how the 
military's power might be neutralised and 
how the intractable communist and Mus- 
lim secessionist insurgencies could be 
handled. However, Aquino's efforts to 
unite the opposition failed because some 
oppositionists, such as former senators 
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. T Soviet annie spies certainly 
. M leave problems behind when they are 
unmasked and tossed out. Australian 
Prime Minister Bob Hawke has lost a 
minister in the wake of the expulsion of a 
Soviet first secretary from the Canberra 
e 
"are sending me information about the 











Minister Yasuhiro Nakasone kicked out 
the Soviet first. secretary’ in. Tokyo, 
Arkhadiy Vinogradov, in June — the 
irst time since World War H that a 
Soviet diplomat had been given his 
marching papers from Japan. | 

(Old hands will surely note: with in- 
erest that the Russky 007s are now em- 
bassy “first secretaries.” In the past they 
vere. "cultural advisers" Um d far more 

propratelabel) >o — | 

The Japanese who is said to be in- 
olved in the Vinogradov scandal i is: no 
iplomat or MP. He is Kazuo Mat- 
sunaga, a retired engineer and author 
ho once worked for the giant Hitachi 
ndustrial conglomerate. It has been es- 
ablished that he had close personal ties | 
ith another KGB boss in Tokyo from 
97] to 1982. That KGB man was not a 
iplomat — he was an engineer named 
Boris Nikolaevich Kakorin, who was 
upposed to be studying in Japán the use 


e Diokno and the elderly Lorenzo 
ada, felt that his proposals for unity 
` reconciliation with Marcos . would 
ly dilute the opposition, There was 
30° the fear that once Aquino became the 
kesman for a united opposition, Mar- 
would benefit most because he would 
hen have to deal only with one, rather 
n with a multitude of stubborn oppo- ` 
nte: : 


ite the opposition, the former senator 
s granted a three-month leave from. 
ison to undergo a heart by-pass opera- 
in the United States. However, i 
quino chose to remain in the US — in 
oston — after the expiration of his leave. 

< While convalescing from his operation, 
\quino sought to unite US-based Philip- 
ine oppositionists. He even went so far as 
to approach Nur Misuari, the hardline 
chairman of the Moro National Liberation | 
ont (MNLF), a Muslim secessionist 
roup. Although he made little progress 
ith the MNLF. he did get the attention of 
taschid Lucman, leader of another | 
hilippine Muslim group which also op- 
oses Marcos. Several meetings between | 
ino and Muslim separatist leaders re- | 
ortedly took place in Middle Eastern . 
Ountries, but it is still not clear whether. 
y political alliance was achieved. Until: 
. passport expired in 1981, Aquino. 
ravelled widely in pursuit of his goal of 
Oppling Marcos. 








mbassy. And now my agents in Japan. 


“current hushed-up scandal after Prime. 


Five months after Aquino's failure to 










of Ec DERE that w 1 be exported t to 
Moscow. | 
Matsunaga, whol 
family home for hot 
press questioning, p: 
terview to the Shuka 
ám which he claimec deadpan, that he 
“detested the Sovie®Union.” He said: 
"Russia went to war against Japan. 
though it had signed a non-aggression 
pact. It detained hundreds of thousands 
of Japanese in Siberia; where many died. 
The seizure of our northern islands is il- 
legal . I get mad when I hear our 
socialists advocate the adoption ofa dis- 
armed neutralist policy." 

- Yet Matsunaga admits that he main- 
tained close contacts with Kakorin and 
. Vinogradov — initially with Kakorin be- 
cause he wanted to correct pronuncia- 
tion when he began to learn Russian. “I 
am a man of insatiable curiosity," he 
said. "When the nuclear plant at T okai- | 
mura was created, Lasked for leave to go | 
and look at it. When the defence issue 
was being debated, I went to visit 
ground, naval and air installations." 

Matsunaga insists. that he did not 
know that Kakorin and Vinogradov 
were Soviet Embassy personnel. He said 
that Kakorin always telephoned him for 
appointments — with the conversation 


now quit. his 
ection against 
lan exclusive in- 
Sunshun weekly, 



























































have felt that he was getting nowhere and 


that he was in danger of becoming politi- 
| cally extinct in the Philippines. It was no 
wonder then that he finally made up his 
mind to return home — talk of a death 
threat notwithstanding. But if Marcos | 
eventually allows Aquino to return home, 
he will be seeking to benefit from it in 





some way. Even Aquino sees benefits for 
Marcos in the former senator's return. 


Marcos might be able to bring more credi- 
bility to his rule by allowing a credible op- 


position party, which inclüded Aquino, to 
challenge his own ruling Kilusang Bagong 


Lipunan party in the Batasang Pambansa 


(National Assembly) elections planned 
for May 1984. 


it would look even better if, in the plan- 
ned 1987 presidential election, Marcos 
had a credible opponent. The president 
has never said that he would step down 
after his current six-year term ends in 
1987, and most observers believe that he 


will run again because he would much. 


rather retain power than share it with any- 


one else, Mrs Marcos included, It seems 


clear that the ruling couple — . Mrs Marcos 
has become a powerful figure in her own 


right — prefer the present set-up to the 


ften talked about possibility of Mrs Mar- 


cos ascending to the presidency. - 

. What Aquino must expect to face upon 

“his possible. return home is the reality that | 
Marcos i is more entrenched r now than he ji th 

Three years passed, and Aquino. must |. / ho pl 


| comrades," 
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|in Russian. He has admitted that he ac- 
cepted * 100,000 (US$400) for his revi- 
sion of a 600-page Japanese- Russian dic- 
tionary. But he also claims that he re- 
jected requests for information on 
Hitachi production methods. 

“I used the money for drinking with 
my Russian friends,” he said. “After all, 
I normally live ima house that is worth 
X | million." Büt he wasn’t only drink- 
ing. Indeed, in his Hitachi job, he travel- 
| led to China to inspect underground air- 
| raid shelters: “I could judge the size of 
| the shelters by examining the earth they 
had dug up. After all, [aman engineer. 

Anyway, speculation persists in Japan 
over r Matsunaga. Tt is perhaps significant 
that in his role as author Matsunaga’s 


writings include Distorted Version of the 
Writings of Sun Tsu and Sun Tsu’s Art of 
iness. Sun Tsu was a 
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Dn against spies it Oriental life a 
living. ' ‘Spying is asuperlatively delicate 
art that calls for excellent actors who are 
capable of deceiving: even their own: 
“he WIN. 2 








claimád the Dude was s ailing: Despite 
the official lifting of martial law in January 

| 1981, Marcos institutes ‘measures to Pom. 
Solidate and maintain his powers t 
under martial law. These measures 

brought the military, legislative and judi- 
cial bodies under his authority. The lifting 
of martial law also did not negate the pre- 
sidential decrees and letters of instruction - 
which Marcos had used and in effect con- 
tinues to use against his opponents. 

The government campaign against the 
communist and the Muslim secessionist 
insurgencies has been g gradually expanded 
to encompass other opposition groups. In 
addition to countering the armed insur- 
gents with a well- -equipped military, Mar- 
cos has countered the insurgents’ propa- 
ganda programme by asserting control 
over the media, and labour, student and 
church organisations, charging that these 
sectors of the community have been infil- 
trated by the communists and that this in- 
‘filtration has become a major threat to na- 
tional security. 

How then can Aquino hope to regain 
his political clout when he would have to 
function at the mercy of Marcos? Marcos 
need not allow Aquino-to move around, 
threatening his regime. The president is in 
full control, and no amount of media sup- 
port for Aquino i is going to change that. E 
the common denominator lies in US sup- - 
port, . Marcos also. has tot fal support. from. 
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The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 

Discussed and analysed with intense 
interest all over the world, it is still only barely 
understood in the West. 

Those who comprehend it best are those 
in leadership positions throughout the Asian 
region itself. 

But even these powerful individuals 


need to be fully informed 
about fast-breaking Talk to them through 


developments taking place 
all around them. 

How does a Chinese banker in Hong 
Kong get the measure of finance in South 
Korea? 

How does a Malaysian politician assess 
the activities of his counterpart in Thailand? 

Like thousands of others, they depend on 
the Review. 

The Far Eastern Economic Review is the 
most important channel of information for 
Asia, about Asia. It is required reading for the 
elite in every nation of the Far East, because it 
is literally the only source of information they 
can rely on week after week. 

As a result, the Review reaches the 
highest levels of business, financial and 
government life. And it hardly touches anyone 


below this exalted level. We believe you can’t 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
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source of in-depth information on Asia. 
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campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
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leaders in business, finance and government. 

The people who control Asia's growth. 
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[he Afghanistan quagmire 


Afghanistan and the Soviet Union by | up by putting far more aid into Afghanis- 


Henry Bradsher. Duke University Press. 
Durham, North Carolina. US$32.50. 


A YEAR ago, I was huddled under a rock 
in northeastern Afghanistan, watching 
Soviet Su25 jets diving out of the gentian- 
blue sky and dropping their high-explo- 
sive and anti-personnel bombs on the scat- 
tered farming villages of the Panjsher Val- 
ley. Apart from the jets, which worked the 
valleys like gun-dogs, the Soviets also 
used Mi24 helicopters to bomb, rocket 
and machine-gun the Panjsher. Terrified 
women and children hid in caves in the 
mountains, but the morale of the guerillas 
did not seem to be weakened by the con- 
stant Soviet air raids. If anything, as in 
Vietnam, the opposite seemed to be the 
case. Afghan hostility to the Soviet pre- 
sence has been fanned to a bitter hatred 
which will take many generations to eradi- 
cate. 

In possibly the best and most thorough 
analysis so far of the background to the 
Soviet occupation, Bradsher, a former 
Associated Press correspondent in Kabul 
and Moscow, examines the recent history 
of that troubled country. He plots the 
overthrow of the monarchy by Moham- 
med Daud in 1973; the communist coup of 
1978 against him; the power struggle be- 
tween Noor Mohammed Taraki and 
Hafizullah Amin that led to the former's 
assassination by the latter, and, finally, 
against a background of growing national 
rebellion to communist rule, the Soviet in- 
vasion of December 27, 1979, 

One of the most illuminating and sad- 
dest sections of the book deals with the re- 
peated American refusals to supply the 
Afghans with arms. Bradsher recalls that 
when then prime minister Shah Mahmud 
visited Washington in April 1951], the 
State Department told then United States 
president Harry Truman that Afghan re- 
quests for arms were being "ignored 
rather than refused." Then, when the Af- 
ghans persisted, the US imposed condi- 
tions which they knew the Afghans would 
find unacceptable. 

In 1953, when Daud became prime 
minister, he renewed the request but at 
the end of 1954 it was in effect rejected 
again. An American diplomat in Kabul re- 
called that one month later, in carly 1955, 
Daud opened negotiations with the Soviet 
Union on their long-standing offer of mili- 
tary aid which the Afghans had previously 





ignored. It was the same Daud who 20 | 


years later was to seize power and open 
the way to the eventual communist take- 
over. 

But it was not just the Americans who 
failed Afghanistan. Bradsher also records 
that despite the Shah of Iran’s lavish pro- 
mises of assistance, “the Soviet bloc ended 
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| creasingly 


tan during the Daud presidency than the 
combined total of Iran, other Muslim 
countries and the West. The United States 
continued a small-scale aid programme.” 

Drawing on a host of sources, including 
American and Afghan official documents, 
Bradsher traces Daud's downfall in a mili- 
tary coup that the communists skilfully 
turned to their own advantage. He makes 
an interesting comparison with the Bol- 
sheviks' own revolution in 1917, which, as 
he says, was really a coup in which “a small 
group. without any popular mandate . 
used armed force to seize the centre of the 
governmental structure and then spread 
its control over a populace in whose name 
it claimed to act." 

Did the Soviets organise the coup? Not 
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of hate. 


l 4 
Guenllas in hiding: a legacy 


| directly, Bradsher thinks — the Soviet 


ambassador wastrout-fishing in the Hindu 
Kush — though Soviet advisers were seen 
accompanying armoured units that took 
control of Kabul airport. But, indirectly, 
the whole Soviet policy in Afghanistan 
was designed to establish the communists 
in power one day, when the time was ripe. 
In 1978, the communists were too weak to 
rule. Indeed, it was their ineptitude, 
exacerbated by the feuding between the 
two main wings of the party, and the in- 
brutal behaviour of the 
strongman of the regime, Amin, who ar- 
rested and executed hundreds and possi- 
bly thousands of opponents which even- 
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Sandy Gall led an Independent Television team 
150 miles into Afghanistan last year to report 
on the guerilla war. His account of that trip, 
Behind Russian Lines: an Afghan Journal, 
will be published later this year. 





tually drove the Afghans into open rebel- 
lion against the new dictatorship. 

Deeply worried at this instability on the 
Soviet doorstep, the Kremlin now tried to 
get rid of Amin, but botched the attempt, — 
and it was Amin who ended up by arrest- 
ing the Kremlin's favourite, Taraki. A few 
days later Amin had Taraki assassinated, — 
He also signed his own death warrant. 
From that moment, the Soviets had him in - 
their sights. They pulled the trigger at the — 
end of December 1979, The rest we know. 

Before he comes to the last and inevita- 
bly sketchiest part of his book, the three- - 
and-a-half years of Soviet occupation, - 
Bradsher takes us on a tour d'horizon of 
relations between the US and the Soviet — 
Union, arguing that the Soviet Union - 
seized the initiative from the West from 
the beginning of detente in 1972 and never 
relinquished it. Significantly, Bradsher ` 
entitles his penultimate chapter, on the — 
Soviet occupation of Afghanistan, Quag- 
mire, and the final chapter, chillingly, — 
Soviet Afghanistan, envisaging — 
the nation truly a part of the - 
Soviet empire, at a vast costin — 
death and destruction. » 

As for aid, Bradsher says itis ~ 
only right that the non-com-  . 
munist world should help those ` 
in Afghanistan who choose to 
fight. “But it [aid] had to be — 
given with the recognition that - 
the prospect of driving the 
Soviets out of Afghanistan was 
very dim and distant . . . To 
paapua the classic statement 

rom the Vietnam war about a — 
Mekong Delta village in the 1968 
Tet offensive, the Soviets might 
have to destroy Afghanistan in 
order to save it." 4 
There is, alas, little to disagree ~ 
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with here, either. Nor in 
Bradsher's conclusion when he 1 
says: "The Afghan people were = 
left almost alone to face those — 
| pini, I od 
who would subjugate them ina — 


new form of colonialism. There were no 
political or military pressures to help 
them, only small shipments of weapons 
for them to use at great risk. It would take 
the Soviet Union a long time to consoli- 
date its hold on such a defiant country.” 
But, he concludes: “The Soviet determi- 
nation to do it was clear.” 

With the fourth anniversary of the 
Soviet invasion already on the horizon, 
nothing has changed. Despite the fulmina- 
tions of both the US and British govern- 
ments, despite the vested interest the 
Saudis and the Gulf states should have in 
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aiding the guerillas (the Soviets are only 
300 miles from the Gulf now), despite the 
vaunted unity of Islam, the Afghans still 
stand virtually alone against the full might — 
of the Soviet war machine, It is to be ~ 
hoped that this excellent and timely book — 


will be widely read and Bradsher's mes- 
sage taken to heart. Urgently. 
— SANDY GALL 
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B Anthon y Rowley 


L tanger: A few days before publica- 
tion on July 25 of the W orld Bank’s annual 
y orld Development Report, in which the 
ink warned that, without "sustained 
world economic recovery, prospects for 
f developing countries were “bleak in- 
de ' United States Commerce Secret- 
ET EMalcohin Baldrige claimed the US had 
buried the 1981-82 recession. 
sopis was built on the less-than- 
fi m foundation of a sharp rise in US con- 
3 er spending which pushed second- 
iarter annualised gross national product 
gr growth up to'8.7% , though at the expense 
f sucking in additional imports and 
thre atening the US with a US$60 billion 
mern chandise trade deficit this year and 
US$100 billion in 1984. Amid other more 
bearish indicators, such as some tighten- 
dg of credit policy by the Federal Re- 
serve, a slump in new housing starts in 
June and some resurgence of inflation, 
few are likely to share Baldrige's op- 
4. imism. 

= “More intractable problems remain, 
su as the size of the US budget deficit, 
which contributes to sustained high rates 
of real interest and which many feel is 
likely to abort US recovery and hinder 
th: t in other industrialised countries. The 
direct link with the developing countries is 
pe > World Bank perception that only a 
wth rate of at least 3% a year in aggre- 
gi vate GNP of countries of the Organisation 
f or Economic Cooperation and Develop- 
nent between now.and 1986 will make the 
Epin countries’ debt burden. sus- 
tai able. There is no consensus, mean- 
while, among leading OECD members 
that such a rate of growth is desirable from 
ioomestic policy point of view, let alone 
achievable. 

_ Even with a resumption of growth, 
i ford Bank officials note that there are 
ajor. problems:of structural adjustment 
to be overcome in the industrialised coun- 
Aries, without which unemployment and 
ru protectionism are likely to limit developed 
countries’ access to markets,. Ironically, 
dd ere appears to be little political will in 
p West to. undertake such adjustments 
and to match the successful efforts, espe- 
cially: in-Asia, by developing countries at 
opening up their.economies and ridding 
. them of price distortions. 

. Neither do senior World Bank officials 
“feet that the administration of US Presi- 
. dent Ronald Reagan or large parts of the 
US Congress have grasped the importance 
of the bank in sustaining. net resource 
transfers.to the developing countries at a 
time when commercial-bank lending. is 
contracting and when bilateral aid flows 
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De Jeveloping countries could Toce ies pre 


The upturns wn side 


are either drying up or are being more 
politically directed. 

Failure to make substantial progress at 
the July 19-21 talks in Tokyo on the size of 
the next replenishment of the Interna- 
tional Development Association (IDA ), 
the soft-loan arm of the World Bank, en- 
courages such pessimism. So too does the 
recent failure to get a bill through congress 
increasing the US contribution to the In- 
ternational Monetary Fund by US$8.4 bil- 
lion. 

The debt crisis in Latin America and the 
subsequent agreement among major in- 
dustrialised countries earlier this year to 
make a substantial (US$30 billion) in- 
crease in IMF quotas had given rise to 
some optimism over an increasing recog- 
nition of the role played by multilateral 


Baldrige: few share his optimism. 


financial institutions, and of their need for 
increased funding. The late July develop- 
ments have set back such optimism notice- 
ably, however. 


he World Bank's latest. World Deve- 

lopment Report notes that “all arrange- 
ments to help individual countries to avoid 
default depend in the first instance on the 
sustained recovery of the industrialised 
countries and ultimately on the borrowing 
countries putting into place successful ad- 
justment programmes." A number of 
countries, not least those in East Asia, 
have set in train such reforms, but "for 
them to bear full fruit, the world economy 
must regain the momentum it achieved in 
1976-78," says the report. * Without that, 
the developing countries’ prospects are 
bleak indeed." 


— 


J 








This year's report puts particular em- 
phasis on efficiency of economic manage- 
ment, reflecting to some extent a shift in 
the World Bank's emphasis on poverty al- 
leviation (under its former. president 
Robert McNamara) towards a concern 
under current president Tom Clausen 
with “efficiency.” Poverty alleviation is 
still held to be important, though not 
achievable without policies which allocate 


macro-economic resources in the op- 
timum way. 
Significantly, a “distortion index” 


which takes account of such things as ex- 
change-rate policy, trade restrictions, in- 
terest rates, labour costs and others, the 
bank shows that those countries with the 
lowest index figure have produced the 
highest growth, increased output and ex- 
ports most and raised savings most. Sig- 
nificantly too, several Asian countries in- 
cluding South Korea, Malaysia and the 
Philippines show some of the best per- 
formances in this respect. 

Various senior bank officials confided 
to the REVIEW, however, that they fear a 
decrease in developing-country willing- 
ness to continue with such changes, espe- 
cially those favouring open-trade regimes 
and tariff revision, if the developed coun- 
tries show no appetite for structural re- 
form themselves. Already there are signs 
in countries such as the Philippines and 
Thailand of a domestic backlash over re- 
forms involving currency devaluation and 
subsidy reductions. While bank officials 
are not unduly concerned at present over 
such manifestations, they are worried 
about the overall environment for adjust- 
ment. 

There is beginning to be Serious debate 
over whether developed-country markets 
for certain. developing-country exports, 
such as textiles and. shoes among others, 
have become saturated in the light of in- 
dustrial-country unemployment and pro- 
tectionism. While the. Asean countries, 
plus. those such as South; Korea and 
Taiwan, have in general already secured 
substantial market accessj;there are real 
question marks over whether India and 
China, which are moving ingreasingly into 
the international arena, will be able to find 
the markets which justify external orienta- 
tion in the 1980s. .. ET 

The more immediate, goncern, how- 
ever, is with what th@World Bank calls the 
resource gap. In what itgalls its central 
scenario — not the most Jikely outcome, 
just the middle ground between best and 
worst cases — the World Development Re- 
port envisages an annual/ieal increase in 
net Need flows of “just 3.6% in E | 








compared with an average of [more than] 
10% in 1970-80." 

The bank foresees a sharp drop in the 
average annual growth of net capital flows 
to all developing countries over the com- 
ing decade, affecting private commercial 
loans as well as official development as- 
sistance. Bank officials are reluctant to 
quantify this beyond percentage trends, 
but other sources, such as the Institute for 
International Economics, suggest that 
commercial-bank lending to developing 
countries might fall by around US$10 bil- 
lion a year, or roughly a third, over the 
next three years. 

Against this sort of background, the fu- 
ture of IDA becomes particularly crucial. 
Because of its very long (50-year) repay- 
ment periods, IDA can achieve a high 
level of net lendings, whereas gross lend- 
ings from commercial sources, and even 
the World Bank’s ordinary loans arm, the 
International Bank for Reconstruction 
and Development (IBRD), are vastly re- 
duced at the net level by repayments. But 
the outlook for IDA is not good. 


RAicectiations on the seventh replenish- 
ment of IDA’s donated resources — 
IDA-7 — ended without agreement in 
Tokyo on July 21. The World Bank wants 
a US$16 billion replenishment of IDA to 
cover the three-year period from July 1984 
(compared to US$12 billion for IDA-6), 
but the US administration ts sticking on a 
maximum US contribution of US$750 mil- 
lion a year, which implies a total of only 
US$9 billion by all donors under IDA-7, 
under the proportionate-contributions 
formula. 

The US has not yet completed its con- 





tributions to IDA-6 and it was only after 
something of a battle that congress on July 
20 approved a US$245 million supplemen- 


tary contribution to IDA-6 — still leaving 
some US$1.1 billion to be made up later. 
A long and hard battle is likely to get both 
the administration and congress to go 
beyond US$750 million a year for IDA-7 
and even then the best hopes appear to be 
for a compromise sum which would allow 
IDA little or no increase in real terms over 
the sixth replenishment. The IDA issue 
will undoubtedly dominate the annual 
meetings of the World Bank and IMF in 
Washington in September. 

The implications of the US attitude are 
sobering for Asia, Not only are countries 


In need of support 


Pressure will mount for early agreement on IDA funding 
following breakdown of the latest talks in Tokyo 


By Hikaru Kerns 


Tokyo: Although there was not univer- 
sal support for the proposed US$16 bil- 
lion seventh replenishment of the Inter- 
national Development Association 
(IDA), the soft-loan arm of the World 
Bank, the United States was alone in 
suggesting the low ceiling of US$9 bil- 
lion. Some member countries proposed 
a replenishment similar to that of the 
sixth (IDA -6), but adjusted for inflation 
— meaning about US$15 billion. 

André de Lattre, special representa- 
tive for IDA negotiations, said at a press 
conference here that the figure proposed 
by the US was "certainly not an accept- 
able level." He said all other member- 
countries were considering higher fig- 
ures: de Lattre also confirmed that there 


shortening of the maturity of IDA loans, 
currently 50 years. 

There was also talk of charging in- 
terest on IDA loans, though little pro- 
gress was made. Currently, IDA funds 
are extended free of interest except for a 
small service fee, and with a 10-year 
grace period to borrowers. The idea of 
charging interest would have been tied 
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to IDA raising commercial and other | 
share basis. But even the British, said 


loans to help replenish its funds, but par- 
ticipants recognised that IDA would 
have considerable difficulty establishing 
a solid credit rating in view of the pov- 
erty of most of its borrowers. 

Japan — which has of late complained 
about its ranking in the World Bank's 
ordinary-lending body, the Interna- 





such as Bangladesh 
and Nepal almost 
totally ^ dependent 
upon IDA, but China 
has joined India as a 
potential major 
claimant on IDA-7 
resources. India al- 
ready has borne the 
brunt of cutbacks in 
IDA-6 and its debt 
servicing will come 
under increasing 
pressure in the next 
few years as IBRD 
loans, which India 
has had to substitute 
for some IDA 
money, become ser- 
viceable after their 
grace period expires. 

IDA management 
has estimated a need 
of at least US$6-7 bil- 
lion for African countries under IDA-7, 
plus a further US$3-4 billion for non-Afri- 
can recipients and another US$7-9 billion 
for India and China. That points to a need 
for US$16-20 billion in all. Privately, bank 
officials were gloomy after the Tokyo 
meeting about getting anything approach- 
ing this amount. 

Even more sobering, for the better-de- 
veloped countries in Asia as well as the 
less-developed, is the fact that the bill to 
approve increased US contributions to the 
IMF, already agreed by the administra- 
tion, has run into very heavy weather in 
congress, though it has been approved by 
the Senate. It has run up against opposi- 
tion from a raft of mainly Republican 


Development, vis-à-vis its position as 
No. 2 contributor to IDA (REVIEW, 
June 30) — supported the proposed 
US$16 billion replenishment. Its repre- 


| sentative said that particularly in view of 
_China’s qualification for IDA loans, a 


US$9 billion figure would be far too low. 
Japan’s status in the World Bank was not 
formally discussed. 

Observers said it may prove difficult 
to reach agreement on a US$16 billion 
replenishment, even without US opposi- 
tion. Many member-countries face 
budgetary problems; some have experi- 
enced currency devaluations which 
make their IDA contributions effec- 
tively higher. Britain, for one, was 
negotiating for a limited contribution on 
a figure basis as opposed to the normal 


| one negotiator, regarded the US pro- 


posal as too low. 

Because any contributions agreed 
upon by negotiators must be approved 
by the legislatures of their respective 
countries, they are under pressure to re- 
solve their differences by early 1984 in 











30 | South Korea takes a 
e | plan — and deci es oi 









Ss | By Shim Jae Hoon 








| plan: 


eoul: The South Korean Government, 
in the middle of the second year of its five- 


' year economic and social development 
réadjusting some of its major po- 





; | licy goals as. well as evaluating the progress 
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spe cially 
t personally given the bill 
' ich had been hoped for, 
he. issue to Treasury Secretary 
vegan instead. 






orld Bank itself, meanwhile, is 








n to how it can expand itsown ordi- 
BRD) lending in line with what it 
a greatly increased need for its sup- 
coming. years. A selective capital 
se should be approved shortly, cor- 

ding to increase in IMF quotas ag- 
he common members of both in- 











n the bank's lending capacity. 
wants to expand its lending 
arinreal terms from 1984 
told the recent United Na- 
ec on Trade and Develop- 
eting in Belgrade, "unless we ad- 
issue of IBRD's capital needs in a 
id realistic way, the IBRD will 
re constraints within a couple of 
urther general i increase in the 
2 s capital is due until 1986, but the im- 
















ory need to maintain what is deemed 
* a "sustainable" increase in loan com- 
ments without further, capital in- 
ses. The bank's access to international 
apital markets is such that it could consid- 
bly expand its lending. were it not for 
nis restriction. 

There is hope that some relaxation can 





s are considering more radical pro- 
These might include the creation 
| affiliate or subsidiary i in. which 






Lif it is to i pet through er. 


considerable and urgent consi-. 


But this will have only a limited. 


, The spectre of inflatior 


-constraint on its lending is its. 


hieved at the September annual 
gs, but beyond that, the bank's di- . 


d the levels of around US$! 2 billion 
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.| of current economic restructuring efforts. 

. | With newly appointed Deputy Premier 
“and Economic Planning Minister Suh Suk 
| Joon (REVIEW, July. 21) promising no- 
| | thing less than a rewriting of the whole. 
plan, 


some. far-reaching ~ changes now 
seem. certain for the plan's remaining 
three-year period to 1986. — 

. The need for a major revision has been 
widely expected and talked about for 
some time now. Many of the plan's origi- 
nal assumptions, since they were first 
drafted in 1981 amid political-chaos fol- 
lowing the assassination of president Park 
Chung Hee, required changes brought on 
by shifts in the international economic pic- 
ture. For instance, the original plan rested 
on assumptions of a 10% annual increase 
in world oil prices and a 5% growth rate 








| Hongkong: Industrial growth i in C hina in 


the first half of 1983 remained at a high 
level — too high, in fact. A clampdown in 
early July on illicit price rises for steel and 
other primary industrial materials - 
(REVIEW, July 21) was a clear sign that the 


| Chinese economy is overheating. Of con- 


cern is the 12.2% growth in heavy-indus- | 
trial output value, more than three times | 


| the planned rate of 3.9%, following a sur- 


prising 9.3% growth rate in 1982 when the 
plan called for only 1%. Light industry, 
aided by a pick-up in the second quarter, 


grew 5.4%, slightly more than the planned 
rate of 4.1%. 


A significant amount of the heavy-in- 
dustrial growth is believed to represent 
price increases for primary-industrial 


commodities. Peking does not reveal in- 
| ternal prices for commodities such as steel 
and energy, but sources in Peking have 
said that regionally fixed prices for con- 


struction materials have risen in the past 
eight months — the illicit price increases 


banned in early July were in addition to 


-these planned increases. 


The threat of systemic inflation has re- 


than | turned as a major concern to China's 


economic planners. Price increases are 
viewed.as necessary in many sectors, both 
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1 ajor readjustments 
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for global . trade volume; neither has 


materialised. Indeed, the world oil price 


has shown a 15% drop since the beginning 


Of this year, while trade volume con- 


tracted by 196 in 1982. 

. All this has had a significant impact on 
management of the South Korean econ- 
omy, which itself has faced some radical 
internal shifts under President Chun Doo 
Hwan's stabilisation-first. policy. While 
Seoul's merchandise exports last year 
grew by just 27o — the lowest in decades 
— the economy as a whole has been 
marked by low inflation, low domestic in- 
terest rates and small money-supply in- 


creases. 


Conservative management of the econ- 
omy since 1982 has also made major re- 
vamping necessary for the long term, and 
with this must go the work of re-setting 
priorities already established in the plan, 
In June, for example, the government an- 
nounced that the 1984 budget would be 
frozen at this year’s level of about 








duction, and to allow factors. of scarcity 
and demand to play a role in the decisions 
of enterprises to produce and consume. 

It is impossible to determine how much 
| industrial output should be deflated for 
| price increases, but. it is- apparent that 
| money supply is growing at a significantly 
faster rate than real industrial output. 
Economic planners are concerned that too 
. much money is concentrated in the hands 
of enterprises and localities which are 
over-investing in projects offering i impres- 
sive short-term returns but competing for 
funds and materials with Peking's key con- 
struction projects, most of which are in- 
volved with improving energy supply and 
China's badly deficient transport infra- 
structure. l , 

Energy prices are gradually being 
shifted to a-two-tier structure which will 
allow planners to bring prices gradually 
into line with prevailing world trends. This 
has an immediate inflationary impact, but 
is seen as necessary to create incentives to 
introduce needed. energy-conservation 
measures into Chinese factories. 

Some consumer price especially of . 
seasonal fruit and vegetables sold in free 
markets in China's cities, have increased: 
substantially over last y zay according. to. 
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| nber of major pub 


ox or to improvement of 
the worst provincial infrastructure will be 
undertaken at government expense. 

At his news conference on July 14, Suh 
said discrepancies between the plan’s orig- 
inal assumptions and the reality made a 
thorough review necessary. On the nega- 
tive side were worsening export prospects. 
on which the country’s whole growth con- 
cept rests, and continuing high interna- 
tional interest rates that put more pressure 
on Seoul's debt-servicing burden for re- 

pegs of overseas debts now reaching 
US$37 billion (more than half of South 
Korea’s gross national product). 


the 1988 


n the positive side was the govern- 
ment's successful battle against infla- 
tion, from the assumed target of limiting it 
to 14% in 1982 to an actual achievement of 
just 4.2%. During the first half of 1983, in- 
flation — as measured by the wholesale 
price index — ran at a surprisingly low 
1%, as against the original assumption of 
about 10% for 1983. 
The  current-account deficit, 


too. 


showed an actual reduction to US$2.5 bil- 
lion for 1982 from about US$4.5 billion in | 
the previous year, representing a big gain. 

The original plan saw deficits running to 
US$4.9 billion in 1982 — as against 





MONEY SUPPLY 


Rmb billion 
350 





in the 1983 dolci -half report. Planners ex- 
pect imports tó increase by a massive 41% 
over the 1962 4 icial figure of Rmb 35.8 
billion (USS18 jillion), while exports are 
expected to only 1-2% from last 
year's Rmb 4T. "billion. Some analysts 

est that Peking's export growth 
could be much better as demand in West- 
ern industrial gconomies revives. The im- 
pact of economic recovery on Chinese ex- 
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Improvement i in the current account, of | 


course, reflected sluggish qmpottsiand:re- 
CeSSIOD- -hit.business. The local manufac- 
turing industry withered in the course of 
three vears of recession, with the effect 
that imports of raw mates ys, mir? 27 
rials have been drastically 
reduced. 

Thé plan also required a 
revisiondn export. projec- 
tons. According to orp 
nal assumptions, -mer- 
chandise €xports were Lo 

rise to- US$36.5, billion in 
1984. to USS44 billion in 
1985. and to LJS$53 .bil- 
lion in the terminal year, 
But with 1983. prospects 
offering only about 
US$23.5 billion, the ter- 
minal-vear target has been. | 
altered tothe more realis- | 
level of. US$36 





lion 

On the growth rate, the Chun govern- 
mentis sticking to its original godl'of 7-5% 
in real terms, Although high by the stand- 
ards of some countries, this level is consi- 
| dered necessary here in view: of South 
Korea's large population and scarce re- 
sources. During the first Ralf of 1983, 


port earnutps Wil be blunted: however, at 
least in the shertterm.*by protectionist 
measures limiting export sales of textiles 
and clothings A spokesman for the Minis- 
try of Foreign Economic Relations and 
Trade recently charged that protectionist 
acts by Western nations have already had 
a serious adverse effect og China's foreign 
trade 

China has been forced to aecept cütsün 
the prices at which it sells petroleum and 
coal. which together account for a quarter 
of its total exports by value. China agreed 
in Mareh to sells million tonnes of Daqing 
oil to. Japan; this yeur at a. price. of 
US$28.70 a, barrel, basically in line with 
prevailing Opec crude prices and US$5 
lower than under the 1982 agreement. 
Coal-price talks,with Japan broke down in 
March alter Japan demanded steep price 
cuts, but Chipa- ultimately accepted. a 

23.575 cut inthe price of coking coal and a 
27% cut in stcaming-coal prices. 

If the foreign-trade performance fol- 
lows the plan, China will incur a trade de- 
ficit this.vear,of about Rmb 2 billion. This 
is likely to be more than offset by China's 
ldanifidasi running surpluses on-anvisibles 
— «n particular shipping and. insurance. 
The country ;hàs steadily. built: up. its 
forexgn-curreney, reserves over the past 
three years „fram, US$2.6. billion. (not 
counting gold boldings) at the end of 1980 
to USSS5 billion. ja 1981, then more than 
na to US$} 1. 1.3, billion by December 
1982. — ROBERT DELFS 
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according to the Korea piagas - 
stitute. Much of that growth, howeve is 
attributed to rising domestic spending in 
the sérvice industries and the domesti 
construction boom, which is largely base 
on a speculative property market. —— » . 
The aumber of people involved in the 
revision work, as we Il a 
the thorough 
given the subject by S 
— he has organised 1 
working-level teams - 
presenting the varion 
government ministri 
would . suggest. that t th 
government is 
beyond a mere 
ment of targets to uM aj 
reassessment of mec 
omy's long-term c 
For the moment, 
‘ever, no details are ¢ 
able as working 
teams were not 
come up with a. 
prehensive revised ii lar 
until the end of July. The plan would t her 
move to a final deliberation by experts 
from academic and business organisation 
for official adoption in mid-December, 1 
But Suh told the news conference t 
the plan's remaining three years will b 
“critically important" for the economy's 
future. “If we make the best use of inter - 
national recovery with the stabilis satior J 
we've achieved so far we could yet achieve 
another leap forward," he said. —  -— 
Suh seems to be implying a continuing 
restructuring of the South Korean econ- 
omy. Since the inception of the fifth pl n: 
the idea of modernising the econo 
structure to make it more efficient a 
more responsive to free-market 
isms has been vigorously promoted. Wha 
Suh in effect has promised to do is to cc on 
tinue with: present capital- and financial- 
market reform (following the sh”? 
brought on by Chang Yong Ja's kerb-niano ; 
ket scandal last year [REVIEW, May 2) 
'82]). banking-sector modernisation, im A. 
port liberalisation, technological innova- 
tions and the development of high 
technology. This will be a shift from the 3 
past growth pattern of high inflation, high — 
international borrowings and strong gov 
ernment initiatives. ^ 
“What we should not overlook is the _ 
quality of life the plan promises to oer ^ 
said. Suh. "We ought to seek sustai -s 
growth without the massive input c 
foreign borrowings.” That will mean con- 
siderable shifts both in the content of the 
plan as well as in the ve of its implemen- * 
tation. ‘ws dl 
“This whole exercise [of revising t 
plan] is to rethink our goals," said. Kim K 
Hwan, president of the Korea EC 
ment Institute, a government think-tan Am 
and a proponent of institutional reforms — 
such as ofvinterest-rate structure and — 
banking liberalisation. “This revision is 
designed to look at what we have already — 
achieved, and what remains yet to be — 
" he said a 4 
as. 
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Swire’ s successful Cityplaza shopping centre in Hongkong; John Swire: blue-chip with a low profile. 


The quiet advance of an empire 


Five generations on, Swire continues to grow but now faces 
uncertainty over its dominant Hongkong operations 


By Christopher Wood 

Hongkong: The Swire group is the hong 
that likes to keep its mouth firmly shut. In 
contrast to Jardine Matheson, of which it 
is at least the equal in terms of pedigree 
and blue-chip status, Swire has always 
maintained a deliberately low profile. 
That does not seem to have done it any 
harm, judging by recent earnings growth. 
In 1973, Jardine reported net earnings of 
HK$137 million (US$19.1 million) against 
quoted Swire Pacific's HK$32 million. In 
1981. the year which marked the end of 
Hongkong's property boom, the respec- 
tive figures after minority interests were 
HK$723 million for Jardine and HK$728 
million for Swire, increases of 428% and 
2,175% respectively. 

The group's philosophy was summed up 
by Swire Pacific chairman — or taipan — 
Duncan Bluck, in a recent interview with 
the REVIEW. “They [Jardine Matheson] 
are entitled to their own profile but we 
don’t see the need of it, though we are ina 
number of high-profile business such as 
Cathay Pacific | Airways].” 

The Swire style reflects the predeliction 
for privacy of the Swire family, whose resi- 
dence remains in Britain. They still hold 
32% of the equity and 48% of the voting 
rights of Swire Pacific through their Lon- 
don-based private company, John Swire 
& Sons — the degree of control is possible 
through an A and B share structure intro- 
duced in 1973. B shares are worth only a 
fifth of the nominal value of A shares, but 
have the same voting rights. Curiously, B 
shares nearly always trade at a discount to 
A. 

The Swire family still holds the reins 


42 


through two brothers, John and Sir 
Adrian, fifth-generation direct descen- 
dants of John Samuel Swire, who opened 
a representative office in Shanghai in 
1866, the family’s first major move east. 
The group has its origins in an import/ 
export business founded in Liverpool in 
the early 19th century, which dealt in tex- 
tiles with the southern states of the United 
States. But the American Civil War put an 
end to the cotton trade and prompted the 


THE PRIVATE PICTURE 


John Swire & Sons, 1982 





(£ million) 


By activity 
Shipowning and operating 
Marine-related services 
Road transport and 
cold storage 
Property 
Aviation 
Manufacturing and 
trading 


Others (including central 
costs) 
Net interest payable 


By geographical area 

Shipowning and operating 

Hongkong 

Japan 

Rest of Asia 

Australasia 

Britain 

North America 

Others (including central 
costs) 

Net interest payable 





Pre-tax profit 
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Swire family’s diversification to Asia. 

The Swire brothers — John is chairman 
and younger brother Sir Adrian vice- 
chairman of John Swire & Sons — run 
their business empire, centred primarily 
on Asia, Australia and the US, from a 
small City of London office. Swire Pacific, 
which went public in 1959, represents the 
Hongkong-based operations, which still 
account for by far the greatest proportion 
of the Swire family’s wealth despite the 
multitude of operations in which they are 
involved. 

To ensure continued control, the Swires 
take an active interest in the affairs of the 
w 





they keep the private 
side’s voting interest 
in Swire Pacific at just 
less than 50% to pre- 
vent exposure to 
British tax liability. 
Their equity holding 
is likely to remain at 
the -present level so 
long as.they can af- 
ford it. Certainly, the 
Swires have the clear 
example of the Kes- 
wicks of Jardine to 
avoid. Through dilu- 
tion of their family 
holding, thought now 
to be around 9% , Jar- 
dine became vulnera- 
ble to the threat of 





takeover by miajor 
Hongkong Chinese 
interests in 1980, 


which was only av- 
erted by a cross-pur- 
chase of stakes with 
sister company Hong- 
kong Land. 


AUGUST 4. 1583 e FAR EASTERN ECONOMIC REVIEW 


— s SWIRE GROUP 


Of the two Swire brothers, Sir Adrian is 
the more active in business. He is said to 
take a particular interest in the shipping 
operations, which remain the most impor- 
tant part of the private group. John is not 
actively involved. in. the business apart 
from personally recruiting every graduate 
hired from Britain — the vast majority are 
from Oxford or Cambridge — whom 
Swire aims to employ for their entire 
career. Both Bluck and former taipan Sir 
John Bremridge, now Hongkong 's finan- 
cial secretary, have devoted their working 
lives to the group — known by Hongkong 
Chinese as the iron ricebowl on account of 
its rock-solid image. 

But despite its well-earned reputation 
for steady earnings growth and solidity, 
the Swire group still faces an uncertain fu- 
ture — a point of which the Swire family is 
well aware. Like most very rich men, John 
and Sir Adrian spend as much time worry- 
ing about how to preserve their capital as 
they do enjoying it; their style is one of 
cautious sobriety rather than conspicuous 
consumption — the one known luxury was 
disposed of recently when Sir Adrian 
sold his World War II Spitfire aircraft for a 
handsome profit. The key to Swire's un- 
certainty is Hongkong, because of both 
the group's exposure to property in the 
territory and its majority 71% holding in 
Cathay Pacific, the Hongkong flag-car- 
rier. 
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he extent to which Hongkong domi- i [xc — 
nates group earnings is apparent from a f? 
glance at John Swire & Sons’ just-released BE IN HONG KONGS 
annual accounts. In 1982, Hongkong pro- 
duced £18.4 million (US$28 million) of 
pre-tax profits of £32.7 million, or 56.3%. BUSINESS ( | | | Y | | RK 
In 1981, the ratio was virtually the same, 
with pre-tax profits at £38.9 million and O00 
Hongkong's contribution £22.1 million. BY A.M. 


The next biggest contributors last year 


were shipowning and operating (£6.6 mil- Our elevators deliver you right into the heart 
lion), North America (£2.4 million), Aus- of Central. And if you are doing business in Hong Kong, 
tralasia (£1.9 million) and the rest of Asia, that's where you want to be. 


bar Japan, (£1.8 million). Japan ac- 


counted for a mere £100,000, the same as Not checking your watch as the ferry leisurely 


in 1981. crosses the harbour, or seeing your schedule slip 
Hongkong earnings by and large mean away in peak hour traffic. 
property. In 1981, property contributed We are in the best location for business. 
£20.4 million to total group pre-tax pro- . 
fits, largely reflecting quoted Swire Prop- We know what you are after. Convenience. Location. 
erties’ contribution. In 1982, with the Service. Efficiency. Facilities to operate more 
downturn in the property market, the con- effectively away from home. Secretarial services. 
tribution dropped to £8.9 million, though Telex. Meeting rooms. Convention centres. 
this vespere Coben s T ho ills in And some of the finest restaurants and meeting places 
CAPES HCOGUPONVIERSS. EON 48.0 EEO in Hong Kong, for the other side of business. 
in 1981 to £7.7 million. 
This exposure to Hongkong must be of : x 
concern to the Swires in the context of cur- The most demanding business travellers 
rent political uncertainty, however much stay with us. 
they (undoubtedly genuinely) profess be- 
lief in the territory's future. Indeed, in his pen 
latest chairman's statement, John Swire x Ney, 
addressed the issue directly. Noting that it = YES T ELOTEL FURAMA. 


cc 


would be “quite unrealistic” not to refer to v 

it, he said: "We have no crystal ball, but it DM INTER? CONTINENTAL 

is increasingly clear that the objective of a OTE 

abie and tk anal atao is com- | Connaught Road, Central. Phone 5-255111 Telex 73081 FURAM HX 
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mon to China, Britain and the people of 
Hongkong themselves, and we cannot be- 
lieve that, difficult though it may prove, a 
formula satisfactory to all concerned will 
not be forthcoming." » 
That would seem to be as measured a 
view as can be expressed. The Swire 
brothers’ residence in London — though 
between them they make à point of visit- 
ing Hongkong several times a year, Sir 
Adrian more often than John — may have 
helped them adopt a more detached view, 
less prone to the see-sawing of opinion on 
the issue common in Hongkong. as re- 
corded in the fluctuations of the local 
stockmarket's Hang Seng Index: à 
Still, the Swires perhaps have more 
reason to be concerned about the outcome 
of Sino-British negotiations than any other 
kong company, because of Cathay 
Pacific. Cathay's traffic rights worldwide 
are negotiated through the British Gov- 
ernment as the sovereign power in Hong- 
kong. Any change in the constitutional 
position would undermine the whole basis 
of Cathay's operations — which means 
that Cathay, like Hongkong 's legal system 
and currency, will have to be dealt with 
head-on in the negotiations. It is thus not 


The search for 
a successor 


There is no obvious 
candidate to fill 
Duncan Bluck's shoes 





Hongkong: The Swire group has a succes- 
sion problem. The question is who will re- 
place Duncan Bluck as chairman of Swire 
Pacific. Swire men normally retire at 55, in 
line with company policy, but Bluck, aged 
56. was asked to stay on in 1982. That 
points to the lack of an obvious candidate 
to.step into his shoes. Opinion is divided 
within Swire not only on when Bluck will 
go but on who will replace him. 

Bluck, at least in public, is keeping his 
options open. “When the time is ripe; | 
have not decided when it. will be, but obvi- 
ously you have to retire some time from 
this part of the world." However, Bluck is 
almost certain to be off within the next two 
years — if he stayed longer it would be a 
deterrent to aspiring taipans further down 
the career ladder — and some even look to 
his departure next year. 

But all agree he will be missed. Re- 
spected as a natural businessman, albeit a 
cautious one, Bluck probably deserves 
more recognition than he has so far re- 
ceived for building up Cathay Pacific Air- 
ways, of which he became managing direc- 
tor in 1971. Before becoming Swire taipan 
at the end of 1980, Bluck sold all his shares 
in Swire Pacific. Although not obliged to 
do so, he said he did this for one reason 
alone: to avoid any possible conflict of in- 
terest, "although I am not in any sense 
puritanical." 





——————————————————————————————— ——HMia a! ] I0 lisse ses —————————————————— á—— e RD: 
" - - * 


— — m — 
> 


surprising that Swire maintains a firm “no 
comment en (he issuu. 

Pro eit gopsutates the other major 
parci Hi i" Hongkong assets, consisting 
primarily of a large S3-acre land bank of 
former industrial and dockyard Sites: on 
the cast side of Hongkong Island acquired 
years “ago for virtually nominal cost, 
around $67 pef sq. ft. These assets 
were floated'off uf 1977 — just as the prop- 
erty market was beginning to heat up — to 
form the separately quoted Swire Proper- 
ties. ei 4 
' The flotation of Swire Properties, in 
which Swire Pacifie still holds 72.5% , is by 
far theynost important (albeit questiona- 
ble) .of "developments in. recent. years 
Otherwise, Swire Pacific hás rationalised 
by dividing opetations into five main divi- 
sions — aviation, shipping. and offshore 
activities, industries, trading and property 





the Swire family's hetchman. This means 
having a constant regard for the control- 
ling family interest, à prerequisite of all 
Swire taipans: Commented ne insider: 
"Bluck is not going to have a view unless 
he knows it's acceptable in London. At 
the end of the day, it’s John and [Sir] Ad- 
rian [Swire]. Taipans are appointed to that 
position because they have toed the line 
and John and Adrian fee! comfortable 
with thent. ^ 

Still; Bluck is credited with always being 
prepared to listen to a new idea, even if his 
instinct is to try to find reesóns.for reject- 
ing it. The contrast is made with his pre- 
decessor Sir John Bremridpe, who is gen- 
erally said to have been lesswilling to lend 
a ready car. Now in the public sector as 
Hongkong's financial secretary — an ap- 
pointment which raised some eyebrows 
within Swire, as he was not known for a 
mastery ol matters macrecconomic 
some of the abrasive style for which Brem- 


ridge was known within the hong has been 


transferred to the public stage. 


B: if Bluck and Bremridge were both 
seen as natural choices for taipan, there 
appears to be no suctcandidate among 
the next generation, With Swire Proper- 
ties deputy chairman John Spink leaving 
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— while the private side has diversified i 
part by acquisition, "i 

Given the Swires' reliance on contribu- 
tions from Hongkong property to their 
total earnings, the flotation of Swire Prop- 
erties seems a strange decision and was 
criticised at the time both within and out- 
side the group. The issue, at a price of 
HK$1.83 per share at the current price al- 
lowing for bonus shares, raised HK$133 
million — money which the group did not 
really need at the time. It was invested in 
non-property interests. Moreover, the 
issue was, if anything, underpriced. The 
Swire brothers, being scrupulously correct 
in such matters, will tend toprice any issue 
in favour of public shareholders to avoid 
any taint of criticism. Cynics might argue 
that they can afford to; nonetheless, such 
an attitude stands in complete contrast to 
most Hongkong financial operators for 
whom greed tends to be the all-consuming 
motive whatever their individual net 
worth. 

It is clear, however, that the Swires now 
regret the flotation, though no one in the 
group would ever publicly admit it. With 
Hongkong's recent property boom and 
the large, cheap land bank, they have a 


at the end of this year — he also is past 55 
— the most likely successor is Michael 
Miles, managing director of Cathay. Aged 
47 and keen, Miles obviously plans to stay 
on until 55 and has the taipan's position in 
his sights. 

Described by one contemporary as 
quintessentially English, Miles would 
bring a dogged loyalty to the taipanship, 
but his colleagues do not expect he would 
imtiate bright, new policies. More formid- 
able on this score is David Gledhill, 49, di- 
rector in charge of shipping. He is widely 
respected, though it is generally felt that 
while he is the best businessman, with an 
excellent track record, he is not suffi- 
ciently extrovert for a job which demands 
a good deal of ribbon-cutting. Gledhill 
also has a Japanese wife, though opinion 
scems to be divided within the group as to 
whether this could be a material factor 
when the brothers come to choose their 
next taipan. 

One person likely to retain a high-pro- 
file role at Swire, though not at the very 
top, is the director with responsibility for 
the trading division, Lydia Dunn. As the 
nearest person Hongkong has to a full- 
time politician, Dunn sits on a multitude 
of committees as well as being an unoffi- 
cial (non-government) member of the 
policymaking executive and legislative 
councils. She is closely involved in the 
negotiations on Hongkong's future — she 
has, for example, been to London with 
other Executive Council members to con- 
sult British Prime Minister Margaret 
Thatcher. Swire gains a certain kudos 


| through its connection with Hongkong's 


| 
| 


| 
| 


leading lady, though there is some conjec- 
ture within the group whether Dunn has 
time to actually do any business. Said 
Bluck: “She is a very busy girl and I have 
to accept that.” | — CHRISTOPHER WOOD 
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| the Hongkong 


—— | Hongkong: If, as is commonly agreed, 


an airline is valued on the basis of its traf- 
fic rights, then Cathay Pacific Airways 
faces an extremely uncertain future 
should Hongkong's constitutional posi- 
tion change as a result of continuing 
Sino-British talks. A private airline, 
though Hongkong's flag-carrier — Swire 
Pacific holds 71% and the Hongkong 
and Shanghai Banking Corp.. 29% — all 
Cathay's traffic rights are based on 
British sovereignty over the territory. 

Traffic rights, or air-services agree- 
ments, are bilateral treaties between 
States. Negotiations on them are carried 
out by governments, with the airlines 
acting in an advisory capacity. Cathay's 
traffic rights are negotiated through 
the British Government in London. 
Cathay's case is put to London through 
Government's Civil 
Aviation Department, which tradition- 
ally has taken a strong line in promoting 
the local carrier's cause. 

The constitutional position is there- 
fore critical for Cathay, a fact which ex- 


earnings, helped by lower oil prices. First- 
half figures are already in and the airline 


- appears set to make at least HK$200 mil- 


lion this year. Anticipation of this increase 


= is probably the main reason behind Swire 
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— Pacific's strong share price. In 1982 
. — operating earnings were HK$82 million — 
- the same as in 1981. The standstill was 
attributed to “rising costs, keen competi- 
- tion and unfavourable exchange fluctua- 


tions." 


— Bluck said Cathay is a net gainer from a 
weak Hongkong dollar, which should 
have helped in the first half. Fuel, priced 
—— in US dollars, accounts for about 30% of 


total operating costs while about 75% of 
revenue is earned offshore. The yen is es- 


— timated to account for about a third of all 


revenue. As far as possible, currencies of 
leases and loan finance are 
matched off against the currencies in 
which revenue is denominated. Swire has 
no formal treasury operation. 

An increase in Cathay's operating earn- 
ings to HK$200 million will help offset 
continued sluggish trading conditions on 
the property front — though this time 


there may not be any surpluses arising 
from airline asset disposals. Still, Swire 
- Properties has definitely seen the worst 


and by comparison with the majority of 


—Hongkong property companies is well 


itioned. 

Bluck is looking for an improvement in 
Properties' earnings both from further 
sales at the massive middle-class residen- 
tial development, Taikoo Shing, the 
major part of the Hongkong land bank, 
and a further build-up in rental income — 


TGG YF 
Aa N EJ 


n "TA e = Ad Se on z? Y ~~ " 
- SJ". ve au B Eph. f. p ET. 








i y Ud 
r k: na "id xt 
^ à Se uw 
| nw . v 
^m, -$ 
O ` g 


ay Pacific's prospects hinge on the outcome of talks 
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plains why no one within the airline will 
make any on-the-record comment on the 
question — which clearly needs to be 
addressed in the current. Sino-British 
talks. Compromises could be reached, 
though much may depend on the British 
Government's own attitude. 

In view of its current plans to float off 
part of government-owned British Air- 
ways (BA) and so make it as attractive a 
proposition as possible to the public, 
London may not be so zealous in pushing 
the interests of a competitor such as 
Cathay. Certainly, the potential conflict 
of interest inherent in London negotiat- 
ing the traffic rights of both BA and 
Cathay has always posed a problem for 


Cathay aircraft: high-flying success story. 


it increased by 55% in 1982 to HK$143.4 
million. 

In the medium term, Properties looks 
less exciting in development terms with 
the impending completion of Taikoo 
Shing. Out of 9,300 flats so far built, 9,130 
have been sold. The total planned size of 
the. development. is more than 10,500 
units. Two Kowloon residential sites, ac- 
quired at the top of the market in 1981, 
will prove a burden, while the company's 
US assets are centred on Florida, where 
there remains a substantial property glut 
— it has at present 2.7 million sq. ft of in- 
vestment properties and 5.1 million sq. ft 
of development properties in the US. 
Swire Properties has another site available 
for development after 1986 from its low- 
cost Quarry Bay land bank, adjacent to 
Taikoo Shing. This is the Sai Wan Ho 
reclamation, a 1.64 million-sq. ft site, 
granted to the company under a land-ex- 
change agreement with the Hongkong 
Government for the compulsory resump- 
tion of a neighbouring site for the con- 
struction of the Mass Transit Railway's Is- 
land Line, and in the books at just HK$10 
million. 

Swire Properties thus remains well 
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Mo coo MM Se 
the latter. So far, Cathay's main weapon 
against competitors, most of which are 
government-subsidised flag carriers, has 
been the withdrawal of landing rights in 
Hongkong, though that does not apply 
to BA. 

It could be that the logical outcome 
would be for either BA or, perhaps more 
likely, the Civil Aviation Administration 
of China (CA AC) to buy up part or all of 
Cathay, retaining the existing manage- 
ment under some form of fixed contract. 
The Swire brothers might be quite will- 
ing sellers, especially as they would be 
able to demand a higher price after this 
year's expected record earnings. Air- 
lines are costly to run because of the con- 
stant need to plough money in for expan- 
sion. 

If this seems unlikely, it should be 
stressed that Cathay would have few bar- 
gaining cards if the Chinese took a strict 
line on the question of sovereignty and 
traffic rights. The state of play is already 
clear from the fact that CAAC has 49 





placed. Of significance has been the 
change in its character from a property- 
development company to a property-in- 
vestment one — the first phase of the 
Cityplaza complex, which services Taikoo 
Shing, has already proved a great success. 
By 1986 the Hongkong investment-prop- 
erty portfolio is estimated to be around 7.5 
million sq. ft (against 2.5. million sq. ft 
today), of which 68% will be in the Quarry 
Bay area. 


To reflects deliberate company policy. 
Swire Properties aims to use the cash 
profits from development of its cheap land 
bank, primarily Taikoo Shing, to build up 
a strong rental-earnings base, so improv- 
ing the quality of earnings. 

Sceptics could argue that.Swire has yet 
to prove itself as a property developer in 
that it has not made money in competitive 
market conditions. Profits.to date have 
been derived from land acquired years ago 
at nominal cost. Where the company has 
since gone out and invested — the two 
Kowloon sites and the US purchases — 
the performance has so far been much less 
impressive, LOT 

Of the other divisionsy $wire Pacific's 
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nity of feeding further 
Europe on its Asian network 
ing i E ones. 
In the past decade the number of em- 
ployees has risen 23875 to 5, 
cabin attendants up. 44095. to 1,259 — 
.  Cathay's traditional selling point has al- 
^ oWays been quality of service and its po- 
licy of selecting hostesses from a variety 
of Asian countries. © 
It would be à sad day if all this were to 
be lost because of what amounts to a 
constitutional anomaly. 
— CHRISTOPHER WOOD 








next largest earner in 1982 after property 
' and aviation was the shipping and offshore 
division, which. brought in HK$80 million 
in estimated operating. earnings. This is a 
relatively new activity for the group which 


now has a sizable offshore-oil service fleet | 


of 46 vessels. Management. correctly anti- 
cipated the downturn in the offshore-ser- 
vicing market by extending charters wher- 
ever possible and this will help to prop up 
earnings. In the longer term, prospects 
hang on the ability to participate in reg- 
ional oil- PEA aon activity, especially 
off China. ^^ ^ 

The other main ET of group op- 
erations is the industries division — Swire 
is unique among the territory's hongs for 
its involvement in manufacturing. The 
group employs more than 17,000 people in 
Hongkong. The industries division. re- 
ported slightly increased earnings of 
HK$66 million in 1982 and further steady 


growth is anticipated in years ahead. Most | 


of the revenue comes from Swire Bottlers, 
which holds the franchise for the bottling 
and marketing ‘of Coca-Cola products in 
Hongkong. Acquired in 1965 at a cheap 
price, this has proved a sound investment 
in terms of cdsh generation — now run- 
ning at perhaps HK$40 million a year. 
Swire Bottlers is said to have 55% of the 
local soft-drink: market and 85% of the 
cola-drinks market; a position of domi- 
nance against: which it is hard to see the 
rival, Pepsi, making. much headway de- 
spite recent c aggressive advertising. 
Bottlers largely runs itself as the Swire 
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satisfaction with the business, Swire has 
since acquired Coca-Cola franchises in the 
US, including in Salt Lake City, Utah, and 
El Paso, Texas. 

One potentially interesting side of the 
industrial division is Swire Cassettes, 
which in 1982 was awarded a licence by 
Japan Victor Corp. (JVC) to manufacture 
VHS video cassettes; this is the first JVC 
overseas licence to have been issued in 
Asia, all other overseas manufacturers 
being in Europe or the US. Swire also 
manufactures cassettes in Canton where it 
plans to be producing 8 million a month by 
year-end. This is currently the group's 
largest operation in China, though it has a 
number of other operations there, each 
run independently. Swire Cassettes is now 
talking to the Chinese about setting up a 
bigger tape-cassette manufacturing opera- 
tion in Shanghai in the form of a joint ven- 
ture. 

The Swire group is clearly not afraid to 
go into new businesses, even if Hongkong 
and property remain the dominant 
sources of wealth, in terms of both assets 
and earnings. Overall, the group has a 
large commitment to cyclical industries. 
This means that providing all these cycles 
do not move at the same time — one 
analyst likened it to pistons of an engine — 
Swire Pacific is likely to maintain steady 
growth helped, as in 1982, by carefully 
timed asset disposals. The importance of 
the growing rental portfolio is thus appa- 
rent. 


here is some question, though, whether 

the group is over-exposed to mature 
industries, raising doubts about where fu- 
ture growth will come from, on top of the 
uncertainty hanging over Cathay. Indeed, 
given the investment demands, low mar- 
gins and high-pressure competition of the 
airline business — most of it against sub- 
sidised national carriers — Swire might be 
advised to consider selling Cathay, or at 
least a part of it, after this year's expected 
major improvement in earnings. That 
would ease exposure to the political ques- 
tion as well as to a costly commitment in 
an investment which tends not to be cash- 
generating because of the need to keep 
ploughing money back in to finance neces- 
sary expansion. 

Meanwhile, group gearing is increasing. 
Group net borrowings rose by HK$665 
million in 1982 to HK$4.13 billion, with a 
net increase of HK$587 million reported 
in long-term loans. Cathay's debt, net of 
cash balances, is estimated at just HK$600 
million — but this does not take into ac- 
count leasing — as against Properties’ 
published debt of HK$1.9 billion. There 
are also annual lease commitments of 
more than HK$200 million over the next 
five years. Interest charges were up 
HK$123 million to HK$364 million. At 
the end of 1982, the long-term debt-to- 
equity ratio stood at 0.63, against 0.45 in 
1981. Bluck proclaimed himself more than 
comfortable with this level. “I consider 
our gearing in Swire Pacific is low and the 
gearing in Cathay Pacific is fantastically 
low," he said. Certainly, aviation, prop- 
erty and shipping are all traditionally 


highly geared businesses, particularly 
given their need to ride out troughs in the 
business cycle. | 
Perhaps the most pertinent question 
about the Swire group is whether it will re- 
tain the ability to adapt within its very 
traditional structure. An anachronism, in 
that it is still run primarily around the in- 
terests of one family, Swire remains today 
almost Victorian in character, a quality on 
which it has built its reputation. Bluck sees 
this sense of continuity as a strength and 
denies that the group's intrinsic conser- 
vatism has a stultifying effect on entre- 
preneurial or innovatory forces within it. 
Certainly, the convention of recruiting 
graduates without technical expertise as 
trainees remains, though each operation 
also has in-house specialists. It still is the 
generalist, however, who is likely to rise to 
the top — the qualities admired being loy- 
alty to the group and the ability to get on 
with people. Both Swire brothers take an 
avid (to some employees, extraordinary) 
degree of interest in who works for them: 





Canton cassette factory: talk of expansion. 4 


it is important to them to get on with their 
staff. The maverick type, however good at 
the sharper end of business, is not likely to 
rise to the pinnacle at Swire. 

These characteristics, however quaint 
or outmoded they might appear, do seem 
to produce results. Certainly, it is rare to 
find a Swire employee criticising the hand 
that feeds him. 

Bluck argued that though Swire may be 
a conservative group in that it shuns 
stockmarket wheeler-dealing, only enters 
new business in countries where it is al- 
ready established and generally keeps its 
head down, this did not mean it was “stick- 
in-the-mud." Asked about the relevance 
of the Swire ethos today. Bluck said sim- 
ply: "The system works, in my view" — a 
view which it is hard to counter of an in- 
stitution which remains remarkably free 
of the personal politics and mistaken deci- 
sions, often conceived in the hope of 
short-term gain, which have undermined 
the credibility of some of its more high- 
profile counterparts. 





Caretakers to 
a fortune 


Two brothers hold 
the reins of a 
worldwide business 





Hongkong: John and Sir Adrian Swire 
oversee their worldwide operations 
through London-based John Swire & 
Sons, the private parent company of the 
Swire group. Its just-released 1982 ac- 
counts reflect the continuing importance 
of Hongkong-quoted Swire Pacific in 
terms of earnings contributions. The 
group's main overseas interests remain in 
Asia and Australia, though a recent 
trend has been expansion into the United 
States. 

Profit attributable to members after tax 
and extraordinaries was £19.1 million 
(US$29 million) compared with £31 mil- 
lion in 1981. Associated companies contri- 
buted £27.9 million to pre-tax profits of 
£37.8 million (£51 million previously), of 
which Swire Pacific's contribution was 
£16.6 million (£20.4 million previously). 
Falling profits reflected the poor perfor- 
mance recorded by the shipping and 
marine-related services of the private arm 
as well as the drop in Swire Properties' 
earnings. The operating profit of John 
Swire & Sons, excluding that of asso- 
ciates, was just £7.2 million (£19.1 million 
previously). 

While the Hongkong interests show up 
strongly in profit-and-loss account terms, 
that partly reflects the fact that they are 
publicly quoted. On the private side, the 
Swires do not have to pay out dividends to 
satisfy shareholders; the aim rather is for 
long-term growth. In 1982, the paid-up 
share capital of John Swire & Sons was 
doubled to £30 million to reflect more ac- 
curately the total capitalisation of the 
company. Reserves stood at £243.1 mil- 
lion, making shareholders’ furtds £273.1 
million. Total assets less current liabilities 
were £400.8 million (£321.3 million in 
1981). 

The Swire brothers' dominance is re- 
flected in the shareholding structure. Of 
the 10 million ordinary shares of £1 each, 
John has a beneficial interest of 3. 1 million 
shares and 1.09 million “other” shares — 
that is, shares held in trust. Sir Adrian's 
holdings are 2.55 million beneficial and 
1.3 million other. There are also 20 mil- 
lion, 6.3% cumulative preference shares 
of £1 each, of which the two brothers hold 
broadly the same number. The next 
largest individual shareholder listed is Jim 
Scott from the Glasgow shipbuilding fami- 
ly Scotts of Greenock, with whom the 
Swires have had a long and close associa- 
tion. Edward Scott, a cousin, is chairman 
of the group's Australian operation, John 
Swire & Sons Pty. 

With their broad array of interests to 
look after, the brothers tend to play the 
role of caretakers of an inherited fortune 
— John Swire's oldest son, Jonathan, 
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HE Nomad Searchmaster 

Is a unique and proven 
batrol aircraft, that represents 
the best maritime surveillance 
package currently available for 
coastal surveillance. 

The range includes the 
Searchmaster 'Lima' with chin- 
mounted radome equipped 
with 360? Litton search radar. 

Sublima' with nose- 
mounted 240? radar or 'Bravo 
with forward-looking 120? 
Bendix larget radar. 

Nomad Searchmasters 
have proven their efficiency 
in the protection of offshore 
resources, control of illicit 
trade and entry, and security 
of coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance, 
the Searchmaster offers all 
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the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircraft's operation. 

E xamine the features 
of the Searchmaster and 
youll discover the natural 


advantages of the Nomad 
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and maintenance costs, 
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2 resources of the Australian 
~ Government and its aircraft 
factories. 
For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 
| 3207 AUSTRALIA. Telex: 
DEPRODY AA 30252. 
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The 


Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 
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aged 21, is the heir-apparent. In this sense 
they lack the driving entrepreneurial force 
of their father, J. K. “Jock” Swire, who 
died in February, aged 90. It was he who 
had built up the Swire group after its in- 
terests were devastated during World War 
II, both in loss of ships — more than half 
its fleet was lost — and through the Japan- 
ese occupation of. Hongkong. Group 
chairman from 1946-66, J. K. Swire could 
be said to have made the group the hong it 
is today. 

Sir Adrian, the more commercially ac- 
tive of the brothers, is said to take most in- 
terest in China Navigation Co., the oldest 
Swire company and once one of the largest 
shipowners in the world. It still is the 
group's major shipping arm, with 12 ves- 
sels as at March 1982, including six con- 
tainer vessels, liners. and bulk carriers. 
China Navigation made a "respectable" 
profit in 1982, according to the accounts, 
because of its spread over a range of ship- 
ping activities. That. would seem an 
adequate performance. 


Fer their former prominence, the Swires 
are now small in. shipowning terms 
compared with, for example, their Hong- 
kong Chinese counterparts. Still, they are 
no doubt relieved they did not diversify 
into tankers in a big way. Certainly, con- 
tainers, liner services and the offshore- 
service fleet of Swire Pacific should ensure 
relatively steady, if not dramatic, earnings 
growth. Managed from Hongkong, China 
Navigation has a substantial interest — in 
close association with Overseas Contain- 
ers and others — in Asia Australia Ex- 
press (which it manages), Australia Japan 
Container Line, Australia Straits Con- 
tainer Line (Singapore/Australia) and 
Crusader Swire Container. Line (New 
Zealand/Japan). 

Continued group interest in shipping is 
reflected by the purchase last year of a 
228,600 dwt VLCC, or very large crude 
carrier, and by the ordering of a new 
45,000 dwt bulk carrier. In 1981, an extra 
depreciation charge of £3.5 million had to 
be made against the cost of two vessels de- 
livered that year while in 1982 Swire's in- 
terest in parcel (compartmentalised) tan- 
kers was reported to have had a “particu- 
larly difficult" year. Despite the difficul- 
ties besetting shipping today, history and 
existing commitments should ensure the 
Swires' continuing involvement in it. 

Otherwise, the main feature of the pri- 
vate side is its recent diversification into 
North America. In 1978, Oceanroutes, a 
California-based marine . weather-fore- 
casting company, was acquired. More re- 
cently, Trans Canada Freezers, a To- 
ronto-based refrigerated warehouse, was 
bought, then in 1982 John Swire & Sons 
also bought United States Cold Storage — 
it now has effective 100% control of both. 
These two companies operate 24 cold 
stores between them in the US and seven 
in Canada. Swire declined to give the cost 
of these purchases, but clearly the invest- 
ments will already be showing substantial 
appreciation in multiple terms alone 
should a listing be sought. 

— CHRISTOPHER WOOD 
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Rocky road to Tokyo 


Resolution of outstanding trade disputes between the 
US and Japan is crucial to Reagan's November trip 


By Richard Nations 


Washington: Time is running out for a 
solution to the United States-Japan trade 
disputes which the White House is now 
eager to clear up before US President 
Ronald Reagan visits Tokyo in 
November. In the next three months, US 
officials hope to resolve enough of the 
contentious bilateral issues to clear the 
way for some forward-looking declaration 
of US-Japanese cooperation. A new 
"Pacific Charter" launched by Reagan 
from Tokyo could quickly go down under 
the weight of the beef-and-citrus con- 
troversy unless substantial progress is 
made on the latter beforehand. 

The following few months are likely to 
be a period of vigorous horse-trading be- 


Japanese farmers demand import curbs: time runs Out. 


tween Tokyo and Washington. The Ame- 
ricans hope to crack the hard core of the 
trade conflicts between the two countries 
— cars and agriculture to smooth 
Reagan's path not only to Tokyo, but to 
the 1984 presidential elections in which 
Japan's trade policy promises to be a 
major issue. US officials expect Tokyo to 
announce a fourth year of so-called volun- 
tary export restraint for Japanese cars en- 
tering the US market. In return, there are 
hints here that the US will be more flexible 
in pressing for self-certification of US car- 
industry exports entering Japan. 

Tokyo considers it an unreasonable de- 
mand that US car manufacturers should 
be allowed to certify the safety of their 
own products in the Japanese market. Not 
only is the US the only country that allows 
self-certification, Japanese officials point 
out, but it has a rate of manufacturers' re- 
calls for safety defects which would be in- 








tolerable to Japanese consumers. Officials 
here suggest, though, that there is room 
for compromise if Tokyo would signific- 
antly reduce the number of vehicles per 
thousand required for individual inspec- 
tion at the customs shed. This would 
satisfy US exporters who claim that inor- 
dinately complicated Japanese customs 
procedures amount to a non-tariff barrier. 

Agriculture could prove more intracta- 
ble, particularly after Washington took 
Japan to the General Agreement on 
Tariffs and Trade recently over 13 rela- 
tively minor categories of agricultural 
commodities. This was intended as a 
warning that negotiations over Japan's 
beef-and-citrus quotas would soon become 
serious. Some years ago, 
Washington gave Japan an August 
1984 deadline to lift completely its 
quotas on beef-and-citrus imports 
to avoid Gatt action. Recently the 
Office of the US Special Trade 
Representative has softened its 
stand by requiring only that Japan 
meet the deadline with a commit- 
ment to a definite timetable — 
another signal that negotiations 
have begun in earnest. However, 
the beef-and-citrus dispute is à 
classic illustration of the basic po- 
litical dilemma Washington faces 
in most trade disputes which it is 
rushing towards resolution before 
Reagan arrives in Tokyo. 


Roe administration officials 
realise that most of Japan's 
ruling Liberal Democratic Party's 
trade hardliners belong to the fac- 
tion of Prime Minister Yasuhiro 
Nakasone and that the deeply 
resented Gatt action erodes 
Nakasone’s support for further “conces- 
sions” to Washington. The July petition 
to Gatt was therefore held up until 
after Japan's upper-house elections in 
June to avoid upsetting the prime minister 
politically. 

However, the White House is anxious 
to make Gatt credible on Capitol Hill, 
where scepticism over its disputes-settle- 
ment mechanisms runs deep and senti- 
ment is strong for much tougher import re- 
strictions. Consequently. Washington 
finds itself obliged to exercise the Gatt 
machinery to preserve its political base in 
this country, even if this is done at the ex- 
pense of its best ally for an open-trading 
policy. By the same token, sweeping the 
trade disputes under the carpet for the 
sake of presidential diplomacy could come 
back to haunt the Republicans in the 1984 
election campaign. 

These negotiations are likely to prove à 





test of strength between the free-traders 
and protectionists in an administration 
now deeply divided over how to handle 


groups was demonstrated in the unex- : 
pected White House decision to impose °> 


- 
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trade issues with Japan. From the outset, 
the Reagan administration was united in 
considering Japan its strongest potential 
ally in preserving the post-war liberal trad- 
ing system — since Japan, more than the 
European Economic Community, was 
seen here as relying on open world mar- 
kets for exports. 

But before Nakasone came to power, 
Japan was not seen as a credible ally in the 
multilateral forum because of its import 
policy. As a result the administration ag- 
reed that the thrust of global trade policy 
should be directed at greater market 
opening in Japan itself. Nakasone's mar- 
ket-opening measures — particularly the 
13 changes in regulation, certification and 
customs procedures — have provoked an 
open split. On one side are those who 
argue that Japan's market opening has 
made it a credible ally in multilateral 
forums, and that the thrust of trade policy 
should now shift to mobilising support 
among reluctant Europeans and the de- 
veloping countries for a new global round 
of the Gatt some time in the mid-1980s. 

Those sympathetic to this line include 
White House advisers such as William 
Clark (National Security Council), David 
Stockman (Office of Management and 


- Budget) and Martin Feldstein (Council of 


Economic Advisers), together with Sec- 
retary of State George Shultz, Special 
Trade Representative William Brock and 





Regan: sympathetic. | 


Treasury Secretary. Donald Regan. Sec- 
retary of Commerce- Malcolm Baldrige 
and Assistant Secretary for International 
Trade Lionel Olmet are keen to keep the 
pressure on Japán and to use the Reagan 
visit as leverage in negotiations. Although 
the free-traders dominate the administra- 
tion's high policy circles, the Commerce 
Department's strength lies in its influence 
over the trade-negotiating machinery, to- 
gether with allies in congress and the De- 
fence Ministry who argue that the coun- 
try's security demands a national indus- 
trial base which may require protection — 
ranging from cars to semiconductor chips. 


The thaw continues 


A new British programme should help further 
iron out kinks in relations with Malaysia 


By K. Das 


Kuala Lumpur: The thaw in once turbu- 
lent relations between Malaysia and Brit- 
ain continues. First signalled by Malaysian 
Prime Minister Datuk Seri Mahathir 
Mohamad's declaration that his buy- 
British-last policy warranted re-examina- 
tion (REVIEW, Mar. 24), the return 
to normality made further headway 
recently with the launching of a pro- 
gramme aimed at transferring British 
technology to Malaysia. 

In a separate development, Foreign 
Minister Tan Sri Ghazali Shafie on July 25 
began an official two-day visit to Britain 
during which he was to have talks with 
senior officials on trade and other matters. 
The move was seen as a further step to 
heal the rift between the two countries. 

Under the programme, sponsored by 
the British-Malaysian Industry and Trade 
Association (BMITA), in conjunction 
with the Malaysian Public Services De- 
partment, 20 senior Malaysian Govern- 
ment employees were attached to some of 
the 165 British companies belonging to the 
association. They will go through inten- 
sive courses designed to enhance their 
management expertise and skills. 

The cost of the ll-month training, 


54 


started on July 4, will be borne by the par- 
ticipating companies and the British Over- 
seas Development Administration 
(ODA). For the duration of the course, 
the civil servants will be on unpaid leave 
from their respective offices and the indi- 
vidual companies will pay a training allow- 
ance which is at least M$500 (US$215) 
more than the trainee’s normal monthly 
salary. 

The 20 trainees will actually function as 
executives in such companies as BP 
Malaysia, Lever Brothers, Dunlop Malay- 
sian Industries, Inchcape, the Chartered 
Bank, Malayan Cement, ICI Malaysia, 
General Electric Co., Timuran Holdings 
and Beecham Products. The training also 
includes lectures from a team of 
academics and professionals from Britain, 
whose services will be paid from ODA 
proceeds. 

The BMITA programme was the result 
of dialogues between British businessmen 
and Mahathir over the past year after the- 
prime minister had directed his govern- 
ment to give British goods last priority for 
its procurements. That policy had resulted’ 
in losses for British trade significant 
enough to prompt a search for solutions to 


protection for the-US speciality steel in- 
dustry shortly after the Williamsburg | 
economic summit in June. This was a blow ' 
to the free traders Who viewed Japan's de- ` 
cisive role in convincing the Europeans to 
go along with a strong anti-protectionist 
statement at Williamsburg as a major vic- 
tory within the administration. 

he decision to impose a four-year pro- 

gramme of quotas and tariffs on four 
categories of speciality steels was made 
under pressure fréth Sen. John Heinz of 
the steel-producing state of Pennsylvania, 
who threatened to’ hold up the appropria- 
tions bill for à US quóta increase to the In- 
ternational Monetary Fund if the White 
House did not take strong action to pro- 
tect jobs of his constituents. 

The US steel industry's complaint was 
directed against the Europeans — not 
Japan — who were alleged to be dumping 
subsidised steel in the US. But Japanese, 
South Korean and Brazilian manufactur- 
ers are damaged by the new restrictions. 
And though Japan's speciality steel ex- 
ports to the US are not large in compari- - 
son with cars} thé' action is demoralising 
since officials here concede that Japan's 
producers had been cooperating for some 
years by holding back exports. 

The steel decision illustrates the sort of 
hazards trade-talks with Japan will have to 
negotiate in- eming months. Officials 








Ghazali: another step forward. 
UTIR 
the controversy, which was sparked by 
statements £rom: British High Commis- 
sioner in Malaysia William Bentley. 
Bentley'sremarks at a press luncheon in 
mid-1981 notmg: that "Britons had made 
huge sacrifices. in blood and money," 
brought strong reactions from local offi- 
cials. But Bentley reacted to the storm 
quite calmly.:The British business com- 
munity consilMed him frequently in the 
search for solutions. Bentley ended his 
tour of dutyoniy recently. His new posting 
is Norway.) i 
Throughout the turbulent period, the 
BMITA kept a low profile and concerned 
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here hope to lubricate the process with 
agreements on non-contentious areas of 
economic cooperation. There is an expec- 
tation that Nippon Telegraph and Tele- 
phone will sign major contracts with Ame- 
rican suppliers in time to allow substantial 
progress towards a new agreement on gov- 
ernment procurement to be reached be- 
fore the Reagan visit. 

US officials would like to see Japan lay 
out an energy plan for the 1990s defining 
the possibility of importing US natural 
gas and coal, a step which would help the 
administration lobby in congress to lift the 
current ban on exports of Alaskan oil to 
Japan (REVIEW, July 14). Officials are 
also looking at the recommendations of 
the US-Japan high-technology working 
group as the outline of.a possible agree- 
ment on cooperation in semiconductors 
and computers. 

Beyond this, the State. Department is 
exploring other special projects such as à 
proposal by Sen. Spark Matsunaga of 
Hawaii for a Pacific International Centre 
based at the University of Hawaii, where 
Japanese and American scientists would 
cooperate to develop "appropriate" high 
technologies for the - Asian-Pacific 
economies. 

US presidential visits are notorious for 
their public-relations gimmickry, but they 
also energise the bureaucracy, and force it 
to subordinate institutional instincts to 
over-riding demands for political success. 
Which way this moves US-Japan rela- 
tions, however, remains to be seen. 


itself with looking for areas where it could 
cooperate with the Malaysian Govern- 
ment. When the programme for the train- 
ing of Malaysian civil servants was un- 
veiled, after almost a year of preparations, 
it was met with extraordinary enthusiasm 
by the government. On hand at the 
launching ceremony was the Minister in 
the Prime Minister's Department Datuk 
Abdullah Ahmad Badawi, seen here as 
the man in charge of Mahathir's Look 
East policy. That policy had been taken to 
mean a shift from the West, including 
Britain, in Malaysia's procurement of new 
technology. Also significant was the hold- 
ing of the ceremony at the government's 
staff training centre, Intan, and the atten- 
dance of a large number of senior civil ser- 
vants — who in the past year had been 
mainly rejecting British. contracts. for 
goods and tenders for jobs. 

While the BMITA programme is held 
up as a symbol of an improvement in 
British-Malaysian relations, the REVIEW 
understands that the businessmen are not 
convinced their problems are over. Com- 
petition with the Japanese is now so fierce 
that it was obvious that unless there were 
further changes in attitudes, the British 
would continue to have a hard time here. 
It was no surprise, therefore, that the 
programme started by the BMITA was to 
increase collaboration between the 
Malaysian public sector and the British 
private sector, an apparent attempt at 
reaching the prime minister quickly and 
directly. 
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Car wars in Manila 


The Philippines' new pricing policy for vehicle assemblers 
sparks off a bitter dispute with Japanese kit suppliers 


By Leo Gonzaga 
Manila: The Philippine Board of Invest- 


ments (Bol) has called for a boycott of car- | 


kit exports from the Japanese Automotive 
Manufacturers Association (Jama) over 
alleged cartel tactics, while Jama has 
counter-attacked with the threat of aban- 
doning the Philippine market, which at 
present depends almost entirely on Japan- 
ese imports. 

The latest eruption Over cars — earlier 
disputes were between Philippine-based 
car companies — is worrying not only par- 
ticipants in the Philippines! Progressive 
Car Manufacturing Programme (PCMP). 
but also those involved in the companion 
lorry programme (PTMP), both of which 
are Bol-sponsored, as well as makers of 
vehicle parts and components under the 
two programmes. 

The issue surfaced several months ago 





when President Ferdinand Marcos asked | 


why cars here were among the most €x- 
pensive in the world, whereas PCMP was 
designed to produce vehicles at prices 
within the reach at least. of the average 
salary-earner. Vehicle. assemblers cited 
one reason: for every Pl (about 9 US 
cents) cost in car-assembly operations in 
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this country, they said, up to 30 centavos 
was taken up by Philippine sales tax 
alone. 

Also partly responsible for high car 
prices, they explained, was the Bol re- 
quirement that every car must contain a 
certain percentage (that gradually rises 
over time) of locally made parts and com- 
ponents. The assemblers claimed. that 
while the required local content had given 
rise to a related industry. it was imposing à 
cost penalty on car buyers, because, in 
view of limitations on market size, the 
production cost of parts and components 
was higher in the Philippines. 

The Bol, however, singled out over- 
pricing of completely knocked-down 
(CKD) kits from Jama members as the 
main culprit. CKDs were costlier to im- 
port than completely built-up cars of the 
same model, it said. The board also im- 
plied.that, apart from making locally as- 
sembled cars expensive, overpricing was 
enabling certain assemblers to take profits 
out of the country via irregular transfer- 
pricing arrangements. with. CKD  sup- 
pliers. "We are being taken for a ride," 
complained the Bol chairman, Trade and 





DISPLAY CENTER & MART 


The world's largest collection of Taiwan products is 
displayed by carefully selected exhibitors year-round at a 
1,800-booth displav center and a trade mart complete 

with 150 individual showrooms. Exhibitors ' representatives 
are available to discuss business with you on the spot. 


Location: 


Taipei Sungshan Airport, Taiwan, Republic of China 


about a 10-minute drive from Talpei's business district 


Hours: 


Monday-Friday 09:00—17:00 


Operated by: 





Saturday 09:00—12:00 


china external trade development council 
a non-profit agency for the promotion of Taiwan trade 
Telex: 28094 TPEWTC Tei:715-1551 


zB = i1 
X) n 








ES. 





^1 





a" Px 

E 
2 in 
' - 


P | 


"v 


b å 
n waa! eee MT hom EX ; , " ana — a 
T ` + A p | >i} i " X. Id Lv 7 
S " ys +4 " =e — s -— -f2 dm y e ij p ns 
Wee RS 
, | 


and ensure your copy each week. 


FAR EASTERN ECONOMIC. 


review 


JETSPEEDED RATES 





J year 
B$110.00 
USS58 00 
US$56.00 
US$52.00 
¥ 19,500.00 
M$110.00 
USSSa 00 
USS$58.00 
uS$49 00 
S$110 00 
US$48.00 
US$58.00 
USS80 00 


Country 
Brunei 
China 
India 
Indonesia 
Japan 
Màiaysia 
Nepal 
Pakistan 
Philippines 
Singapore 
Thailand 
Rest o! Asia 


Norm Arrenca 
A$56.00 


A$19.50 A$36.50 

NZ$22 30 NZ$41.10 NZ$74.65 
imum [ee [ee [ees 
tien [ame [ame E 


SURFACE MAIL RATES 





. . plus the Asia Yearbook 


Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 


- medium of its kind. 


Rate: Soft cover US$16.95 or HK$110 (or the 
equivalent in local currency) Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


E r--------——4 


O oTyew 

O Please include the Yearbook at extra 
US$16.95/HK$110. For airmail delivery, 
please add. HK$39/US$6 





Payment of is enclosed 
Name 
Address 
Country Zip Code 
| O Jetspeeded © | Surtace mail 


Cheque payable to Far Eastern Economic Review enclosed 
To: Circulation Manager 
| Far Eastern Economic Review, GPO Box 160, Hongkong 


WONC 0804 








Asa corrective EIL Tre. the Bo 

in April that the average price of CKD kits 
should not exceed 85% of the average 
price of built-up units of the same model. 
The board also placed CKD lorry parts 
under à similar constraint, but at an un- 
spécified percentage. It agreed to the re- 
quest of assemblers that freight-rate diffe- 
rentials between CKDs and built-up units 
be included in computing the ceiling, but 
turned down another request that packag- 
ing and certain inland costs be similarly in- 
cluded. 

When told that Jama would not sell 
CKDs at the prescribed maximum price, 
Ongpin called for.a boycott of Japanese 
suppliers and a shift to others, such as 
European, Australian and South Korean 
sources. The minister recommended the 
South Korean Pony saloon, made by 
Hyundai, as an-"excellent car," the price 
of which would have “no trouble" meeting 
the ceiling. When told that two or three of 
the five PCMPyparticipants would not be 
able to make the proposed sourcing shift, 
Ongpin urged them to drop out of the 
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programme. He recalled that Bol origi- 
nally wanted a maximum of two car as- 
semblers and said the pricing rule could 
serve the purpose of achieving that objec- 
tive. 


que thus stopped exporting CKDs. In- 
stead it sent a delegation which asked 
Bol either to remove the 85% ceiling or 
change the basis of its computation. 
Ongpin, who previously had said that “we 
will not be intimidated by the [Jama] 
threat,” held his ground: he made it clear 
that the ceiling was “non-negotiable.” He 
thereby also laid to rest speculation that 
he wanted leverage to secure a better deal 
for Philippine bananas in Japan. Long be- 
fore CKDs became an issue, Ongpin had 
been complaining about high Japanese 
tariffs on bananas, a major Philippine ex- 
port item. 

Ongpin received support from a 
number of consumer organisations and 
some legislators, many demanding that a 
protest be made against what they called 
Japanese intervention in Philippine 
economic policymaking. Backing him up 
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ing the actual costs of CKDs, Virata said 
suppliers must follow the rule if they 
wanted to stay in the Philippine market. - 

This market issworth US$100-150 mil- 
lion a year in CKD kits alone, all of them 
now coming from Japan. The Japanese 
also have a near. monopoly of the market 
for CKD lorry kits and are likewise the 
main source of imported second-hand lor: 
ries. All this must have been taken into ac- 
count by the Jama delegation when it 
asked Bol officials for a week or so within 
which to consult their superiors at home. 
This could mean the group is by no means 
ready yet to givé up its captive, market 
here. 

The Japanese must make a decision 
sooner rather thanlater. The CKD inven- 
tory of PCMP is good only for about à 
month; that of the PTMP, for four or fivé 
months. Three car assemblers have al- 
ready scheduled plant shutdowns. They 
are Delta Motor Corp., Ford Philippines 
and General Motors Pilipinas (GMP). A 
fourth, Canlubang Automotive Re- 
sources Co. (Carco), is still awaiting CKD 
shipments supposed to be in transit. The 
fifth and last PCMP participant, Pilipinas 
Nissan Co,, has not started operations yet; 
having been organised only recently as a 
replacement. for the now-defunct DMG 
Industries Inc. 

Carco buys its CKDs from Mitsubishi 
Motors; Delta from Tovota Motor; Ford 
from Toyo ‘Kogyo Motor; GMP from 
Isuzu Motor. The CKD source of Pilipinas 
Nissan will be Nissan Motor. In almost 
every case, the relationship goes beyond 
seller and buyer. Mitsubishi has a minority 
interest in Carco; Toyota in Delta; Nissan 
in Pilipinas Nissan. The corporate parents 
of Ford Philippines and GMP have equity 
tie-ups with Toyo Kogyo and Isuzu, re- 
spectively. Morc or less the same situation 
exists in PTMP; whose 10 participants in- 
clude four of the car assemblers: Carco, 
Delta, Ford Philippines and GMP. 

At present it is not clear which side has 
the stronger position in the dispute. The 
shift in sourcing proposed by Bol is easier 
said than done, according to the as- 
semblers. They point out that this move 
will involve costly retooling. Scrapping 
the car or lorry programme — or both —is 
“just out of the question,” if only because 
there are some. 220 parts and component 
makers whose operations would be dislo- 
cated, not to mention a number of finance 
companies whose bread and butter comes 
from car financing. — 

On balance, Jama can be expected to 
try to keep its market here. Moreover, at 
odds with the cartel image, Mitsubishi has 
agreed to sell CKDs to Carco provided 
freight-rate differentials are included in 
computing the price ceiling. What could 
happen in the case of the PCMP is that the 
number of assemblers will be reduced 
either to those able to source their CKDs 
from other suppliers and/or those able to 
acquire CKDs from Japan at or below the 
prescribed maximum price. ri 


AUGUST 4, 1983 e FAR EASTERN ECONOMIC REVIEW 
E A SS 


- "m. 
dt 


i hin 





mm 


iT} ing? 





@ SHOULD the Hongkong dollar be 
repegged? It is an idea which has barely 
been touched on despite all the concern 
which has been expressed about the cur- 
rency's decline since: mid-1982 (17.6% 
against the US dollar,.16.795 on a trade- 
weighted basis); despite the expenditure 
of large sums from the government's ex- 
change fund in an attempt to stabilise it, 
but at no particular level; despite prog- 
nostications of a near- to medium-term 
fall against the US dollar to as low as 
HK$8.50 to US$1 or even HK$10 — al- 
ternatively of recovery to HK$6, an indi- 
cation of the lack of consensus about 
what the Hongkong dollar is even ap- 
proximately worth. ~ 

Relative stability has returned for the 
past month or so, at around HK$7.10- 
7.20 and 73-74 on the: trade-weighted 
index, so now is a good time to consider 
the repegging option» The Hongkong 
dollar was a tied currenoy until 1974, first 
to sterling, then to the: US dollar. It was 
allowed to move only 4% against a cen- 
tral rate which changed only when those 
currencies formally devalued. 

The fixed rate was abolished in 1974 as 
it proved impossible to hold during a 
bout òf speculation against the US dollar 
and following a general world move to- 
wards more flexible rates. The fixed-rate 
system was abolished because of neces- 
sity rather than desire. isat desirable to 
try to restore it? 

There are three reasons in favour. 
First, but perhaps least important, is the 
greater certainty it would give to man- 
ufacturers and traders. [t has been 
shown elsewhere that currency volatility 
has a negative impact on trade, though 
this is probably not too serious in Hong- 
kong's case because of local awareness 
of exchange risk and the ready availabi- 
lity of forward cover. 

More important, a pegged rate would 
at this time of political uncértainty give 
holders of Hongkong dollars greater 
confidence that everything could and 
would be done to ensure the future sta- 
bility of the currency and that a Hong- 
kong-dollar account remained a safe 
place for financial assets. 

Thirdly, and perhaps most important 
in the longer run, is that it would force 
the government to have a monetary po- 
licy. The great merit of the fixed-rate 
system was that expansion or contrac- 
tion of money supply was essentially a 
function of flows into and out of Hong- 
kong dollars. 

The removal of this monetary anchor 
and the failure of the government to re- 
place it with meaningful liquidity con- 
trols led in time to gross monetary ex- 
cesses. These ensured a weak future for 
the Hongkong dollar even before 1997 
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came to haunt the territory. Excessive 
growth of Hongkong's money supply has 
been stopped in its tracks — by a flight 
out of the currency and the increasing 
use of US dollars in domestic deals. 

It has also contributed to a very 
bizarre situation, one which illustrates 
the futility of existing liquidity require- 
ments. Loans in Hongkong dollars now 
greatly exceed Hongkong-dollar depo- 
sits. Creeping demonetisation of the 
Hongkong dollar may continue unless a 
coherent monetary policy is enunciated. 
Nothing would concentrate the minds of 
the financial authorities better than to 
have to operate a monetary policy which 
would produce a stable exchange rate. 

It could be argued that Hongkong be- 
lieves in free markets and should not try 
to impose an exchange rate that the mar- 
ket may find inappropriate. But why, 
then, the intervention of recent weeks? 
Why the hostility towards a currency- 
futures market in Hongkong dollars? 
Why the bank cartel? Why the licence 
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for a few to create money to the detri- 
ment — via inflation, negative interest 
rates and so on — of the majority? 

A more substantive objection would 
be that pegging might not have the de- 
sired effect and would be seen as weak- 
ness rather than strength, encouraging 
those who wanted to get out of Hong- 
kong dollars to do so while the fixed-rate 
commitment lasted. A floating rate does 
allow scares and panics to be absorbed. 
e THE fundamental question, how- 
ever, is whether pegging is possible, and, 
if so, at what cost? It might be argued 
that no monetary authority can for long 
sustain a given rate against market 
forces. Even less can it do so in a ter- 
ritory without exchange controls (rightly 
unthinkable in Hongkong) and where 
foreign-exchange trading as a ratio of 
money supply is very high. 

However, totally free-floating rates 
are quite unusual even today and are 
largely confined to large industrial na- 
tions. And, as Lebanon has shown, a 
consistent conservative monetary policy 
can keep a currency reasonably stable 


A peg, or hang the Hongkong dollar? | 


through the worst political conditions. 

Nor is it suggested that the Hongkong 
dollar be pegged oakin the US dollar, 
or any other single currency. A single- 
currency peg can add the pressures on 
that currency to any on the Hongkong 
dollar itself. The peg would have to be 
against a basket of currencies and fluctu- 
ation allowed of up to, say, 5% either 
way against a basket central rate. 

But what is the potential cost in terms 
of depletion of foreign reserves? Might 
the government find that in an attempt 
to hold a predetermined rate it frittered 
away reserves, thereby — among other 
things — giving away one of its bargain- 
ing cards vis-à-vis Peking? Perhaps, but 
it has already spent large sums in the in- 
terests of stability without having much 
idea at what level the currency should 
be, or why. 

Under a pegged regime, the au- 
thorities would have to eschew direct in- 
tervention as far as possible to avoid de- 
pletion of reserves. But there are other 
weapons to stabilise a currency. First, in 
the short term, interest rates. It is as- 
tonishing how unwilling the authorities 
have been to use the interest-rate 
weapon to the full to defend the cur- 
rency. Even now, despite political pres- 
sures, real rates in Hongkong remain 
well below those in US dollars, yen, 
Deutschemarks and sterling. Time and 
again the authorities have caved into the 
interests of certain well-connected sec- 
tors which regard cheap money as more 
important than a stable exchange rate. 

The government can influence in- 
terest rates much more than it has done 
by administrative fiat through the Hong- 
kong Association of Banks as well as by 
money-market intervention. It could 
also, if it chose, use reserve require- 
ments of banks and deposit-taking com- 
panies as a tool. 


A pegged rate is defensible in the 


longer term if the government is pre- 
pared to impose liquidity controls which 
are not merely notional, and restore di- 
rect linkage between the balance of pay- 
ments and the Hongkong-dollar money 
supply. 

Things are obviously more compli- 
cated than in pre-float days. There are 
more institutions, more financial instru- 
ments, more devices for avoiding regula- 
tions. But to hold a currency within a 
10% band of fluctuation against a cur- 
rency basket is a fairly modest goal any- 
wa 

if the government really had confi- 
dence in the future and confidence in its 
own management ability, it would be 
prepared at least to consider pegging the 
currency to a basket and use all available 
weapons to defend it. 
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By V. G. Kulkarni 
.— Singapore: The Monetary Authority of 
— — Singapore (MAS) succeeded on July 22 in 
= getting the High Court to wind up Over- 
— seas Union Finance (OUF), the be- 
—— -leaguered finance company which suf- 
fered a run on its branches (REVIEW, July 
— 28). In doing so, the MAS revealed the 
— — reasons for its actions against OUF, which 
~ had been considered harsh and hasty by 
_ the banking community. However, the re- 
— — levations contained in an affidavit filed in 
— the High Court and detailing the MAS’ 
— dealings with OUF since 1974 still left 
many questions unanswered, much to the 
— puzzlement of the financial community. 
"Inthe wake of the OUF saga, the MAS, 
-— intwo other moves, granted permission to 
—— à government-controlled company to ac- 
— — quire an insurance firm but rejected the 
— — application of another state-run firm to 
_ buy a minority interest in a bank. As a 
Matter of practice, the MAS does not ex- 
© plain its individual decisions, nor is it re- 
quired to, leaving banking circles wonder- 
— ing about the underlying motives of these 
— contrasting decisions. And among other 
— things, the MAS is now said to be consid- 
— — ering introducing a rule that would limit 
— any individual or group shareholding in a 
— — local bank to 5%. 
— s The MAS affidavit, recounting its deal- 
— ings with OUF, stresses the fact that the 
— 2 company persistently disregarded the au- 
— — thorities' directives and that the MAS was 
~ aware for a long time that all was not pro- 
per with OUF's lending practices. Among 
- . its disclosures: 
— > Since 1974 the authorities had re- 
—  peatedly asked OUF to confirm that a 
loan of S$720,000 (US$338,823) granted 
— to one Lily Tan was secured by a 
— — mortgage. Seah Say Yoong, then manag- 
— "ing director of OUF, confirmed that the 
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_ tobe untrue, Seah and OUF were fined by 
the High Court on July 4 this year. The 
=  ]oan, due in May 1974, was settled in De- 
—  cember 1980, but by August that year the 
— authorities knew the loan for Tan was in 
——— fact granted to Seah to settle duties on his 
_ dead brother's estate. But it was not until 
- — April 3, 1981 that the MAS lodged a com- 
plaint with the police. 
» In February-March 1976 an MAS in- 
-. spection found that OUF's loan portfolio 
— was unsatisfactory, with more than a quar- 
_ ter of the loans having repayment prob- 
lems, including those given to director-re- 
lated companies. Seah agreed to collect all 
interest due on such loans and also to set- 
tle specifically a loan granted to a direc- 
tor's wife. But by the next year, the MAS 
found Seah had authorised the writing-off 
-— Ofthe interest on the loan to the director's 
wife. 
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a The OUF case closes, but other moves by the MAS leave 
.. banking circles mystified about its generally tough stand 
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» On April 21, 1977, the MAS imposed 
administrative restrictions on OUF which 
laid down that no loans be granted to OUF 
directors, director-related firms or OUF's 
associate companies without prior ap- 
proval from the MAS. 

» In May-June 1977, another MAS in- 
spection revealed OUF continued to give 
preferential treatment to director-related 
companies, loans to which amounted to 
27% of the problem loans by OUF. The 
matter was discussed between MAS and 
Seah in October 1977 and the next month 
Seah wrote to the MAS assuring it that “no 
new loans would be given to related com- 


MAS head Goh Keng Swee: getting tough. 


panies or directors, unless and until the 
existing loans are fully liquidated.” 

» In March 1978, the MAS imposed an 
additional restriction on OUF requiring 
that it not exceed $$38 million in loans at 
any given time. But in July-August 1978, 
yet another MAS inspection found that 
OUF, despite assurances to the contrary, 
continued extending loans to director-re- 
lated borrowers on preferential terms and 
no action was taken by OUF to recover 
the interest on such loans. 

» Since 1979, the MAS had been asking 
Seah to give up his executive authority in 
OUF and also to reduce his equity in the 
company. Between 1978-82, Seah and the 
MAS held 17 meetings on this matter but 
despite written and oral assurances by 


CORRECTION 
Asia Credit's shareholding in Bangkok Bank is 
3.28% now against about 10% a decade ago. 


Our cover story (Review, July 28) implied as the 
result of a processing error that those figures 
represented the (controlling) Sophonpanich 
family's holding in Asia Credit. 
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ing his controlling interest in OUF. 

ith the benefit of hindsight, some 
bankers maintain that the MAS could 
have been more stringent in enforcing its 
administrative restrictions on OUF. In 
view of Seah's granting of preferential 
treatment to directors and related firms 
and writing-off of interest on loans to 
them, whether the MAS could have moved 
legally against the company is debatable, 
given the fine points of law and the lack of 
public knowledge of the detailed evi- 
dence. 


B: it should be pointed out that even 
after discovering that the loan granted 
to Tan was in fact made to Seah to settle 
his deceased brother's estate duties, the 
MAS waited seven months before it com- 
plained to the Commercial Crimes Divi- 
sion on the matter. The affidavit also 
claimed that the MAS had considered the 
revocation of OUF's licence which would 
have required 21 days notice and later a 
winding-up petition. This course of ac- 
tion, apart from being time-consuming, 
could have caused panic among de- 
positors, the MAS claimed. In the event, 
even the swift move to have a provisional 
liquidator appointed provoked such 
panic. | 

Short of persuading Seah to give up his 
stake in the company, there does not seem 
to have been any action the MAS could have 
taken to bring the affairs of OUF under 
control. The negotiations between the 
MAS and Seah over the latter's equity in 
OUF give a picture of the MAS as a toler- 
ant and reasonable body, contrary to its 
tough and no-nonsense image, though the 
eventual actions taken by the authorities 
were as tough as they possibly could be. 
Whether the MAS is tough or whether it is 
reasonable, it is not predictable, com- 
mented one foreign banker. 

The two divergent decisions by the 
MAS on government-controlled com- 
panies wanting to expand their operations 
in the financial sector appear to confirm 
that observation. In early May the govern- 
ment-controlled trading and manufactur- 
ing firm, Intraco, announced it had 
reached agreement to buy 35% of Far 
Eastern Bank. Intraco was to retain 2095 
while giving 5% each to three other state- 
run companies — Sembawang Holdings, 
Neptune Orient Lines and Shengli Hold- 
ings, the investment arm of the Defence 
Ministry. On July 22 it was announced 
that the MAS had refused permission to 
Intraco to acquire the stake in the bank. 

However, a day earlier, Keppel Ship- 
yard and the Post Office Savings Bank had 
announced they were buying the entire 
equity of a private insurance company, 
Malayan Motor and General Underwrit- 
ers, for a cash consideration of S$24 mil- 
lion. Permission for the purchase, also 
originally proposed in May, was granted 
by the Office of the Singapore Insurance 
Commissioner, which comes under the 
MAS. 

As both Intraco and Keppel are state- 
. AUGUST 4, 1983 e FAR EASTERN ECONOMIC REVIEW. 


‘ee 


Uer 
AN 


Stute 


nager, 


g Ma 


> 


isin 


oe Advert 


inson 


^e 


Bryan 


te: 


i 


2016 


is 
2 


* 


ritative 
in 
-6 


oS au 
or phone 


ion about advert 


Hong Kong, 


format 


» 


* 


in 


O Box 47 


* 


P 


* 


For further 


G 





Y ys » i AN Wo CO 1 
Leaf Nas and i: raf i x E 





n! China 
Official Annual 
Report 1982/83 


All the information 
on China you'll ever 
need! 
Now only US$60.00 
į = 
t 
t 
The 939-page China Official Annual Report is without 
à : oubt the single most complete reference work ever 
pro duced about China. Its contents range from the land 
and its people to business, economics, finance, culture; 
"ducation, politics, science and technology and countless 
other subjects. 


W 1 at is it? 
The result of thousands of man hours the COAR 1982/ 


83 was written and edited by the New China News 
Company, a group of dedicated professionals who know 
hina intimately. The result is a book of unmatched 
breadth and depth. 
wW o needs it? 
^ ompletely indexed, the COAR 1982/83, like the Law 

inual, places thousands of facts and bits of information 
at your immediate disposal. And like its companion 
publication the COAR is essential to businessmen, 
f nanciers, students, professors and virtually anyone with 
a eed to know or a keen interest in China of today. 
Liberal use of charts, maps, tables and colour photos 
m makes the COAR enjoyable as well as informative 
'eading. 

H low to get it 

Order your copy(s) now by simply completing the 

'oupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 


"45 
LUN 
| 


"here's at loub je baitek ed offe 
you cannot afford to pass . . . 





- ^ | l " . 
g A N 
/ > d E F ! w E 
42 3 B * NS C. y* b n " T Tm 








Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 

China's legal system. 
Now only US$85.00 





The continued redirection of China's priorities towards 
foreign trade and its broadening cóntacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into pe rspective in a single handy 
up-to-date volume. 

What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China’s legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China: will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local curréncy) per copy to the 


currency). indicated address. 

E Order both books and save US$15.00. Clip and mail this coupon today! Send to: 

ll Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. CB0804 

| A) O Please send ........ copy(s) of | B) O Please send ........ copy(s) of | | 
The China Official Annual The Law Annual Renart of "S = ane Saye Us 
Report 1982/3 for which I China 1982/3 for which I C) [] Please.send ........ set(s) of both | 
enclose US$60.00 per copy. enclose US$85.00 per copy. 


For surface mail delivery 
add US$7.00, for airmail | 
delivery add US$17.50. 
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For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 


The China Official Annual | 
Report and Law Annual Report 
of China 1982/83 for which | | 
enclose US$1 30.00 per set. 

For surface mail delivery | 
add US$14.00, for airmail 


Prix kd ais E a | delivery add US$35 00. | 
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ances ‘be obtained before 
public announcements,of planned moves 
are made, it was taken for granted by ob- 


servers that both dealsswould go through. 
In the absence of any explanation from the 
MAS, analysts were left to speculate over 
the actual reasons for these conflicting 
signals. 


ome held the view that Intraco's bid 

was rejected by the MAS because the 
trading and manufacturing group has little 
experience in the banking field. While 
Intraco's aim was to diversify into the luc- 
rative banking and financial sector, one 
source said, the MAS wanted to know 
how Intraco's move into banking would 
benefit the industry and Singapore's 
image as a financial centre. Intraco already 
is in the insurance field through its holding 
in the Insurance Corp. of Singapore. Ob- 
servers point out that Intraco was only try- 
ing to buy a minority interest in the Far 
Eastern Bank as an investment and, as for 
expertise, its board boasts several big- 
name local bankers. 

But expertise in the field has not been 
the major criterion in the MAS' delibera- 
tions over whether to grant permission 
previously. In May the Add-On property 
and textile group was allowed to buy a 
5.8396 interest in Asia Commercial Bank; 
and the Keppel Shipyard group was per- 
mitted to acquire a 9.2% interest in the 
same bank. While Keppel has been in- 
volved in the financial sector since the 
mid-1970s, Add-On is a total newcomer to 
banking. So what is good for Keppel in in- 
surance and Add-On in banking is not, ap- 
parently, good for Intraco. 

Some sources maintain that Intraco's 
application was caught up in the claims 
and counterclaims of rival government 
ministries and state enterprises for entry 
to the banking sector. Others say Intraco 
probably bungled its case by not making a 
sufficient number of prior consultations 
and by not presenting a convincing 
enough case. Intraco can still appeal 
against the MAS ruling, but bankers hold 
out little hope. As one put it: "Decisions 
in [the] MAS are usually taken at the very 
top and reversing a verdict is extremely 
rare." 

In the aftermath of the OUF affair, the 
MAS is known to be tightening up its regu- 
lations and supervisory role on local banks 
and finance houses, despite the professed 
aim of self-regulation by the financial sec- 
tor. According to a local press report, the 
MAS is planning to issue a regulation 
which will require its approval before any 
person or group can secure more than a 
5% holding in a local bank. 

This planned regulation would apply to 
Singaporeans as well as foreigners. Under 
present laws foreigners, except Malay- 
 siatis, are not allowed to own more than 
20% of the equity of local banks. The 5% 
rule would further limit who among 
foreigners or Singaporeans could try to 
gain an interest in a local bank. Whether 
Intraco’s bid was turned down in view of 
the impending regulation remains a mat- 
ter for speculation. 
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Steel pulls down BHP 

Broken Hill Proprietary Co. of Australia 
posted a lower net profit of A$244.8 mil- 
lion (US$213 million) for the year ended 
May 31, down 32% from the previous 
year's A$360.1 million, mainly because 
of losses of A$144.4 million incurred by 


its troubled steel division. The pre-tax 


loss of this division was A$289 million, of | 


which A$120 million related to plant clo- 
sures and redundancies. Higher profits 
were received from its oil and gas divi- 
sion (about A$300 million, up from 
A$268.4 million) and minerals unit 
(A$50.9 million, up from A$28.6 mil- 
lion). Its John Lysaght ( Australia) sheet- 
steel making subsidiary posted a sharply 
lower profit of A$15.8 million, from 
A$35.5 million. Profit contributions 
from other subsidiaries fell to A$30.5 
million from A$44.6 million. 

The lower overall net profit was struck 
on group revenue which slipped to 
AS4.5 billion, from A$4.7 billion the 
previous year. Interest charges rose to 
A$110.3 million from A$76.9 million 
previously. The provision for deprecia- 
tion was raised to A$322.2 million, up 
from A$255 million. The tax provision 
fell to A$209 million, from the previous 
A$299 million. Earnings per share for 
the year dropped to 74 A cents, down 
from 108 cents. .— BRIAN ROBINS 


Atlas going stronger 


Hongkong electronics company Atlas 
Industries reported a net profit after 
minorities for the year ended Mar. 31 of 
HK$32.1 million (US$4.5 million) — 
twice the previous year's figure of 
HK$15.7 million. This was in line with 
the company's own earnings forecast, 
justifying the continued strength of its 
share price. Turnover was HK$253.5 
million. 

Atlas also announced a planned one- 
for-four rights issue to raise net HK$188 
million, which it will use to finance a 
computer peripheral-equipment manu- 
facturing facility in Penang, Malaysia. 
The company has production facilities 
both there and in Hongkong, where it is 
also expanding manufacturing space. It 
said all factories are now operating at 
maximum capacity with full order books 
until early 1984. Atlas said it has secured 
substantial contracts with IBM and 
Hewlett Packard to manufacture and 
supply computer peripheral equipment 
over a five-year period. 

— CHRISTOPHER WOOD 


Finger-licking good 


Kentucky Fried Chicken (Singapore), . 


which*went public earlier this year, has 
reported a net profit of S$1.7 million 
(US$800,000) for the first half of 1983, 
an increase of 390% over the figure in 
the same 1982 period. The company had 
projected a full-year profit of S$3.3 mil- 


lion for 1983. Pre-tax profit during the 


half amounted to S$3.2 million. Sales 
rose 2695 to more than S$20 million. An 
interim dividend of 6% , gross, was de- 
clared. The company also announced a 
plan to re-invest $$3.5 million in expand- 
ing its outlets and factory complex. 

— V. G. KULKARNI 


C. Itoh in a slump 


Consolidated net profit at C. Itoh and 
Co., one of Japan's major general trad- 
ing houses, declined sharply by 94% to 
3 307 million (US$1.3 million) in the fi- 
nancial year ended Mar: 31. The profit 
plunge, despite an increase of 11% to 
¥261 billion in gross profit, resulted 
mainly from a loss of ¥9,2 billion by its 
affiliate CI Tanker, which had to shoul- 
der substantial cancellation penalties on 
dropped charter contracts. A further 
loss of ¥15.3 billion was incurred in its 
refinery business. Sales barely in- 
creased, by 0.8% to ¥12.8 trillion, 
helped by an 8.1% increase in domestic 
transactions on its machinery, construc- 
tion and food lines. 

— KAZUMI MIYAZAWA 


Comaico in the red 


Australian aluminium group Comalco 
incurred a lower-than-expected loss of 
A$4.4 million (US$3.8 million) in the six 
months to June 30, compared to a profit 
of A$768,000 in the same period in 1982. 
The loss came after a sharp rise in in- 
terest charges to A$40 million, reflecting 
the high rate of capital expansion under- 
taken in recent years. The first-half loss, 
which is expected to be reversed in the 
current half, was struck on group re- 
venue which rose to A$392 million, from 
the previous A$363.6 million. Reflecting 
the capital spending, the depreciation 
provision was boosted to A$32.1 mil- 
lion, from A$28.6 million. The tax provi- 
sion was lowered to A$7.1 million (pre- 
viously A$11.9 million). An interim di- 
vidend of 1 A cent a share has been de- 
clared. — BRIAN ROBINS 


Karnasuta driven back 


In contrast to a small profit in the previ- 
ous year, Karnasuta General Assembly 
— the only car assembler/manufacturer 
listed on the Thai stock exchange — suf- 
fered a Baht 13.7 million (US$595,600) 
loss for the financial year ended April 
30, or a Baht 6.8 loss per share. The loss 
runs counter to an industry-wide re- 
covery which has seen a mini-boom in 
the car market since early this year. 
Revenue rose 16.5% from the previ- 
ous year to Baht 223.7 million, but 
operating expenses jumped 23.9%. De- 
spite run-down inventories, total assets - 
grew 7.6% to Baht 429.7 million in the 
same period. The company assembles all 
the Italian Fiat models here, which are 
sold by a separate but affiliated market- 
ing firm. — PAISAL SRICHARATCHANYA 
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CONTINUED firmness in several Asian markets in the period to July 25 was highlighted by 
strong surges in New Zealand and Australia where heavy buying interest was virtually domi- 
nated by overseas investors. Tokyo breached-the 9,000-point barrier on the Nikkei-Dow 
Jones Average at one point but ended just a fraction above its week-earlier closing. Hong- 
also higher, as the market consolidated recent gains. Singapore, Kuala Lumpur and 


kong w 
Seoul led the losers. . 


HONGKONG: In a period of consolidation the 
market managed to digest its recent gains. The Hang 
Seng Index closed At] 081.77 up 10.26 points. Aver- 
ds HK$271 million (US$37.8 
million). The firm “undertone reflected continued 
bullish sentiment, while other signs of a healthier 
market were announcements of a one-for-four rights 
issue by electronics company Atlas Industries, which 
is expected to be comfortably taken up, and of the 
first industrial flotation since 1981 by Evergo Indus- 
trial Enterprise, a manufacturer of ceiling fans. 


Brokers expect this will be oversubscribed. 







TOKYO: There was a downward drift until a state- 
ment by United States Federal Reserve Board chair- 
man Paul Volcker on the future trend of the US 
money supply inspired a rally on Wall Street. React- 
ing to that, the Tokyo market shot up, with the Nik- 
kei-Dow Jones Average breaking through the 9,000- 
point barrier; but the average then declined for the 
rest of the period and closed at 8,991.93, a fraction 
ahead of the previous period. Turnover was moder- 
ate to brisk. Buying centred on computer- and infor- 
mation-related companies. Some drug companies 
and machine tools also advanced. Generally, blue 
chips were active. 


SINGAPORE: The market turned easier and in list- 


less trading Frasers Industrial Index closed at 
5,495.28, down 3.66 points from the previous period. 
With hardly any good news on the local economic 
and corporate front, attention was focused on United 
States Federal Reserve Board monetary policy. Con- 
flicting indications from Washington that the Fed will 
try to control inflation while increasing the growth of 
money supply dampened the market. There was con- 
tinued interest in speculative and situation issues, 
with total volume amounting to 79 million shares for 
a daily average of 15.8 million units. 


KUALA LUMPUR: Losses were recorded for the 


second week running with Fraser's Industrial Index 
closing at 3,577.16, down 45.48 points from the previ- 
ous period. Volume, which has been on a steady de- 
cline since early July, totalled 64.2 million units in the 
five-day period, or an average 12.8 million units a 
day. Special situation stocks again generated in- 
terest, though market sentiment was dictated by in- 
ternational economic news, particularly pronounce- 
ments from the United States Federal Reserve 
Board. Among the gainers were Public Bank and 
MBF Holdings, both newly relisted, and South 
Pacific Textiles. 


AUSTRALIA: Heavy offshore demand continued 


to boost prices on Australian sharemarkets as trading 
levels reached boom conditions. Almost all the buy- 
ing is coming from overseas investors, as local institu- 
tions have been sidelined, though some were selling 
as the market firmed. The Australian All-Ordinaries 
Index rose 34.5 points to end the period at 672.4, a 
two-year high. The best day was July 21 when more 
than A$100 million (US$87 million) worth of shares 


— believed to be a record — was traded as the index 
rose. 16,2 points that day alone. A minor correction 
on July 22 was followed by another rise on the 
period's final day. 


NEW ZEALAND: Strong buying interest con- 


tinued, giving the market one of its best gains. Sub- 
stantial cuts in finance-company interest rates were 
the immediate cause but investors were also respond- 
ing to better markets overseas and a further burst of 
acquisition activity in meat stocks. Ignored through- 
out most of the period, the impending budget be- 
came a factor for some minor nervous selling towards 
the close. Further good results from Petrocorp's on- 
shore oil drilling came as the period ended, too late to 
affect oil stocks which had been quiet. 


MANILA: Speculative activity in oils was cut short 
by news that a recently drilled exploratory well was 
dry. Overall volume was thin at 227.4 million shares. 
with the Manila exchange registering on July 25 a re- 
cord low turnover for a single day of 5.02 million 
shares. Value turnover was normal at P25.5 million 
(US$2.3 million) only because of fairly unusual ac- 
tivity in the banking-finance and commercial-indus- 
trial sectors. Mines were sluggish. 


BANGKOK: Share prices moved erratically but 
closed mostly higher in the period shortened by a 
holiday on July 25. Speculative interest centred on 
such second-line issues as textiles and hotels. Hotel 
Rama Tower, which had been generally quiét in the 
recent bull run, became active following’ an an- 
nouncement that new owners had taken control. A 
Board of Investment decision to stop granting pro- 
motional privileges to cement manufacturers did not 
have a negative impact on cement shares. Average 
daily turnover was Baht 44.8 million (US$1.95 mil- 
lion). The Book Club Index posted a gain of 0.25 of a 
point to close at 130,06. 


TAIPEI: Good news from the United States on in- 
terest rates and the second-quarter economic perfor- 
mance helped lift the market early in the period. On 
the last day of trading, however, the weighted price 
index closed almost six points down at 732.56, result- 
ing in a slight overall loss. Investors remained wary of 
buying stocks that were already trading at fairly high 
levels, preferring to wait for bargains. Average vol- 
ume declined to NT$1.15 billion (US$28.9 million). 


SEOUL: The heavy trading sparked by the previous 
period's news that more South Korean companies 
would be encouraged to enter the equity market 
evaporated and the market slipped back into a rut. 
Despite support by institutional investors, daily trad- 
ing volume shrank to an average 6.2 million shares. 
The composite price index inched up 0.66 of a point 
to close at 124.03. Analysts said traders lost en- 
thusiasm because the announced revitalisation mea- 
sures, which would ease requirements for going pub- 
lic, did not go far enough. The government also said 
it would discourage banks from lending to firms. 
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Optional Extendahoe* — adds 
up to 1,2 m (4’) of extra reach. 
Tunnels, undercuts, digs 
square holes. 


Modular power train — just one of 
the ways Case brings you long life and 
reliability 


Over 200,000 
sold worldwide 
m akes Case No.1! 





One out of every three loader/backhoes bought 
today is a Case! Which makes us No. 1 by far, 
with over 200,000 units sold worldwide 


This overwhelming preference is based on a 
history of reliability and user advantages like the 
exclusive over-center backhoe. Forward posi- 
tioning of the backhoe gives a better balance of 
weight over front and rear axles for optimum 
traction in loading operations, plus greater 
stability in roading and cross-site travel 

It also provides exceptional! machine compact- 
ness in transport 


Only Case loader/backhoes have loader power 
linkage for faster cycling. Other productive 
strengths include unitized mainframe to protect 


power train components from misalignment due 
to shock loads. Torque converter transmission 
for automatic adjustment of power and speed to 
varying loads. Synchronized on-the-go 

shifting 


Check out the world favorites at your Case 
dealer. Available from 35 to 88 kW (47 to 111 
SAE net hp). Or write to Asian Representative 
office of the J | Case Company, 12-C 12th Floor, 
Yen San Bidg., 268 Orchard Road, Singapore 9, 


Repubiic of Singapore 


JI Case 


Case pioneered 4-wheel drive — for 
high-production in virtually any terrain 
' — muddy, wet job sites; even 
swamps and marshlands 










2+. oc 
Exclusive over-center backhoe — 
tilts forward in transport, not rearward 
like others. Better and faster loading 
and roading 





Side shift option — backhoe can travel 
to either side, dig close to building 
foundations, work other congested 
areas 





Case thinks of everything. 
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LETTER FROM BANGKOK 


akadu National Park in the Northern 

Territory of Australia is a unique 
example of a tourist facility owned by 
Aborigines and leased to the primarily 
white government. Lease conditions 
provide for consultation with the 
Aborigines on management and policy. 
Two aboriginal leaders have been ap- 
pointed as cultural advisers to give ad- 
vice and seek out the views of aboriginal 
people. European staff acknowledge 
that the result is two-way learning and 
better management of the national park. 

Meanwhile, a West 
German team has pro- 
duced four  in-flight 
films to educate and in- 
spire tourists who are 
about to land in Sri 
Lanka, Kenya, Mexico 
and Jamaica. The Sri 
Lanka film starts with 
glorious panoramas of 
the beautiful country 
and people, followed by 
cameos on how tourists 
can be more sensitive 
to the problem of beg- 
ging and to the sanctity 
of Buddhist temples 
and worship. 

Tourists are shown 
the destructive effect of their 
pampering of local children: 
the father of a 15-year-old 
beachcomber notes that his 
son has deserted his educa- 
tion, ignores his family, and 
is a victim of expectations 
way beyond the reality of vil- 
lage life. The film is shown 
on every charter flight be- 
tween Frankfurt and Colom- 
bo, and 82% of viewers 
thought it a useful and posi- 
tive influence on their travel 
behaviour. 

And in Bangkok, the Life 
Travel Service arranges tours 
with themes such as "the impact of 
modernisation on urban and rural Thai 
society." They include orientation talks 
and slide-shows, are conducted by public 
transport and accommodation is with local 
people. Other themes include minority 
groups in Thailand, the harvest and plant- 
ing seasons, rural life in the northeast, 
and life in a Thai fishing village. Their 
aims are to encourage mutual under- 
standing between traveller and host, and 
to channel the income from tourism into 
the hands of the host-country's ordinary 
people as much as possible. 

A small office in Bangkok now acts as 
a coordinating body for these and other 
examples of what it calls alternative 
tourism. The Ecumenical Coalition on 
Third World Tourism (ECTWT) aims to 
develop networks of groups concerned 
about tourism, including those in the 
countries most tourists come from. Con- 














tours, a newsletter published in 
Bangkok, is a vital link. ECTWT wants 
to expand on current research into the 
effects of tourism, covering both the 
economic factors — mainly the lack of a 
trickle-down effect to the population of 
the destination countries — and the de- 
leterious social impact. 

The coalition is developing a resource 
centre for such research and information 
sharing, and for the reproduction of this 
into forms which village people will 
understand. It is also evaluating alterna- 
tives which will foster 
just economic and social 
relations. Its executive 
secretary, the Rev. Peter 
Holden, notes that a key 
to the process is that the 
people who are affected 
most by tourism should 
be fully mvolved in the 
industry's decision-mak- 
ing. The coalition is not 
shy of the idea of making 


s ; . -— & . ya o : . 
Thai beach scene; Holden: searching for an alternative tourism. 


more money from pilot tours such as 
those in Thailand which can then be put 
into the marketing of more alternative 
package tours from the West. 


he impetus for such work was found 
during a conference held in Manila in 
September 1980, sponsored by the 
Christian Conference of Asia, and focus- 
ing on tourism. Topics discussed ranged 
from the displacement of people in- 
volved in tourism, through economic as- 
pects, to prostitution, the role of media 
and advertising, and the need to 
examine limits to tourism development, 
and to preserve culture. Delegates to the 
conference included social workers, 
journalists, writers, hotel workers, law- 
yers and church people. 
Now it is widely admitted that tourists 
themselves usually learn little about the 
countries they visit. The financial gains 
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of tourism for the destination country 
are usually illusory too. Current patterns 
of tourism reinforce North-South imba- 
lances, adds Neville Linton of the Carib- 
bean Conference of Churches. “The in- 
itiatives in tourism usually come from 
the North, which continually defines and 
reshapes the industry. The South plays 
very much the role of receiver and reac- 
tor,” he said. Holden lists sex tourism as 
one of the many forms of exploitation. 
Visits of men from*Europe and Japan to 
Bangkok and Manila specifically for sex- 
ual entertainment have been a target for 
Asian women's groups' protest, and 
some of these groups are also members 
of the coalition. 

The coalition is now directing its at- 
tention to a whole new area — tourism in 
China. Hongkong- 
based social worker 
Larry So believes the 
problems for the Chi- 
nese are so far little 
known, but they are 
probably more de- 
stabilising than most. 
According to So, 
Hongkong people 
visiting relatives in 
Guangdong with for- 
eign currency and TV 
sets in hand provide 
an unrealistically rosy 
picture of Hongkong 
which weakens Chi- 
nese values and en- 
courages the growth 
of materialism and 
impractical expecta- 
tions. The Peking 
government's avowed 
non-policy on tourism 
— which nevertheless features three 
classes of tour, the most luxurious of 
which is for the Westerner — does not 
help, he suggests. Students are deserting 
a wide range of subjects to learn English 
so they can be tour guides, and cultural 
shows are becoming more and more 
commercial. But the plan to nationalise 
projects such as top-class hotels once the 
foreign owner has had a pre-set run for 
his money is a model which could usefully 
be followed by other Third World coun- 
tries, he believes. 

Holden admits that the end result of 
the coalition’s work can be easily mis- 
construed. It is not an anti-tourism 
movement. Nor does it attempt to deny 
some of the real social and economic 
benefits of some inter-cultural meetings. 
Rather it seeks to heighten these to 
benefit the disadvantaged. 

— A CORRESPONDENT 
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Development's trade-off 


Parts of Jeffrey Segal's article, An eroding 
asset in a wasted landscape [REVIEW, 
Apr. 14], are misleading and I think Segal 
overplays the environmental issue in 
Sabah to a religious pitch. 

Before the Mamut mine came into op- 
eration, Ranau consisted of two miserable 
rows of unclean-looking wooden huts. But 
after the copper mine came into opera- 
tion, a new town of steel and concrete was 
built, complete with piped water, electric- 
ity and telephone lines. Service stations, 
cinemas, civic centres, banks and shops 
were opened to cater for the people 
nearby. Ranau was transformed into a 
boom town overnight. 

By the improvement of the road and 
infrastructure required for the copper 
mine, the interior of Sabah was indirectly 
developed and the standard of living of the 
people in the interior improved tremend- 
ously. Various types of developments, in- 
cluding the construction of an interna- 
tional-class hotel, were carried out. 

The mine not only provides employ- 
ment for more than 1,000 people but also 
was involved in the training and develop- 
ment of skilled blue-collar and white-col- 
lar workers. Even after the mine closes, 
such expertise can be used in other pro- 
jects or industries. 

Pollution and environmental disfigure- 
ment can and should be reduced to a ra- 
tional and economic level, though there is 
no such thing as complete pollution con- 
trol and a 100% rehabilitation. There is a 
price to be paid — a trade-off — in any 
mining or development project. But the 
so-called mile-wide gash left by the mine is 
in fact a giant spiral sculpture pleasing to 
the eyes of many beholders. 

And while Segal says "trees would not 
grow again" on the site, in this tropical cli- 
mate trees can grow anywhere. Even if the 
pit were to be left barren, so what? One 
can see thousands of natural pits and 
scars. What is the problem of one extra 
man-made pit in the middle of nowhere? 
The total amount of revenue that can be 
generated from this mining operation is 
huge. It is worth the small environmental 
pollution and landscape disfigurement. 
That is the trade-off. 
Kuching 


No neutrality 


In questioning the meaning behind the 
Vietnamese desire for a "neutral" Cam- 
bodia [REviEW, July 7], Singapore 
Foreign Minister S. Dhanabalan shows 
encouraging realism. The strategy of com- 
bining military pressure with negotiation, 
“aimed at opening another front with a 
view to . . . stimulating and developing the 
enemy's internal contradictions," out- 
lined by then North Vietnamese chief of 
staff Nguyen Van Vinh in 1966, helped the 
Vietnamese communists to power in Viet- 
nam and Laos, to install their Khmer 
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HILION 
INTERNATIONAL 
BANGKOK a vaiLercPak 


Here the ancient splendor of Thai culture meets the 
spectacular beauty of Bangkok's newest luxury hotel, sur- 
rounded by its own tropical 8% acre private park. Just 20 
minutes from the airport and 5 minutes from the superhigh- 
way, in the heart of Bangkok's business and diplomatic area, 
vou ll enjoy superb restaurants and fitness facilities, every 
business convenience and personal attention. You ll also enjoy 
an introductory saving of 25% off regular rates when you-stay 
with us during 1983. And, of course, the art of gracious 
hospitality that Hilton International has practiced for 20 vears 
in Asia/Pacific. Call your travel agent, any Hilton 
International hotel, or Hilton Reservation Service: In Bangkok, 
call 252-8166; Guam, 646-7912; Hong Kong, 5-233111; 

Jakarta, 583051-65; Kuala Lumpur, 422122; Manila, 597415; 
Okinawa, (09893) 5-3311; Osaka, (06) 341-6801; Seoul, 778-1351: 
Singapore, 7371900; Taipei, 331-5324; Tokvo, (03) 213-4053. 
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Rouge proteges in Cambodia and today to 
consolidate direct control there. 

At all stages this 50-year drive has been 
facilitated by their antagonists’ utter fail- 
ure to comprehend communist techni- 
ques. Substantive negotiations must be 
based not only on shared goals, but also 
certain common fundamental assump- 
tions; these are manifestly absent in most 
dealings with the Vietnamese com- 
munists. To answer Dhanabalan’s specu- 
lation as to their definition of neutrality, 
consider this 1967 Vietcong statement: 
“Our neutrality will not be like that of the 
bourgeoisie following a third road . . . Our 
neutrality is a political strategy of our 
party, which is a party of the proletariat.” 

At an even more basic level, Ho Chi 
Minh gives us an idea of what the com- 
munists understand by truth: “Truth -is 
what is beneficial to the fatherland and to 
the people. What is detrimental to the in- 
terests of the fatherland and people is not 
truth. To strive to serve the fatherland and 
the people is to obey the truth.” If an au- 
thentic solution is to be reached in Cam- 
bodia, the Asean negotiators must ap- 
preciate the implications of totalist 
psychology. 


Amersham, Bucks CHRISTOPHER COLLIER 


Flying the flag 


After Benny Lee's flag-waving about 


China [Letters, REviEW, July 14], one 
wonders why he is in Australia rather than 
returning to China to help build “the 
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capital and talent to look after its own 
people." 

If he is not a migrant to Australia but 
rather a "local born and better-educated" 
Australian, then following his argument 
the Australian Government should also 
deny his "right to have a say in the future" 
of Australia. If the "handful" of people of 
Hongkong, which happens to be equiva- 
lent to nearly 40% of the population of 
Australia, do not speak up like Mary Lee, 
can one trust Benny Lee to speak up for 
them? 


Singapore ‘YMC’ 


Sultans and sovereignty 


David Jenkins’ cover 
story [REVIEW, June 
30] was a comprehen- 
sive exposé of the 
monarchial system in 
Malaysia. I also sa- 
lute the government 
of Prime Minister 
Datuk Seri Mahathir 
Mohamad for making 
the distribution of 
that particular issue of the REVIEW possi- 
ble in Malaysia. Ever since he assumed the 
prime ministership, the refreshing winds 
of liberalism, conspicuously wanting since 
Malaysia became independent in 1957, 
have been blowing. It is to be hoped that 
this liberal spirit will encourage others to 
engage in a healthy public debate on “sen- 
sitive matters" from now on. 





While the constitution must be re- 
spected, it should not be sacrosanct. Un- 
like the Koran, which is divinely inspired, 
the constitution is man-made. If there are 
provisions in it which are unjust or anach- 
ronistic and impede the progress and well- 
being of the citizenry, then the people 
must have the will to change things in it 
through proper democratic processes. 

Thus, the sovereignty of the rulers, 
which is enshrined in the constitution, is 
tantamount to building a permanent im- 
potency into the parliamentary process. If 
this provision is not removed, then any 
continuing discussion on the subject of the 
rulers, which questions their continued 
sovereignty and their purpose in the politi- 
cal system, is unconstitutional. 

Moreover, it is questionable whether, 
as Jenkins states, "sultans are still seen as 
the protectors of Malay society." On the 
contrary, political parties are perceived as 
champions of Malay causes. Sultans are 
no longer seen as relevant influences in 
the political process. 

On matters concerning Islam, in which 
the sultans have the ultimate prerogative 
in their respective states, recent con- 
troversies in Perak and Johor have shown 
that their independence can cause great 
anxiety and confusion among the Muslim 
populace. Malaysia could not even have 
proper pronouncements on the beginning 
and the end of the fasting month simply 
because there is no unity on whether 
Malaysia should adopt the system already 
practised successfully for decades in the 
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India and C-E: 
9000 megawatts and growing. 





Combustion Engineering is ac- 
tively helping to develop national 
power generation capabilities in 
over 80 countries worldwide. 
For example, we've been 
working with India's Bharat 
Heavy Electricals Limited 
(BHEL) for over ten years. 
During this decade, India has 
shifted from being an importer 
of power equipment to a posi- 
tion of self-reliance. To date, 
BHEL in association with C-E 
has designed, built and installed 
more than 9,000 megawatts of 


power generation capacity (over 
60 steam generators), with an 
additional 11,000 megawatts 
scheduled to go into operation 
in the near future. 

Through technology trans- 
fer programs, C-E licenses local 
industries to fabricate steam 
generators. We've trained thou- 
sands of engineers from around 
the world in areas such as man- 
agement, design and manufac- 


turing. When needed, we provide 


operator training programs. 
And we can also assist in 


arranging favorable financing. 

C-E is ready to work with 
your country to open up new 
ways of achieving energy inde- 
pendence. For more informa- 
tion, write C-E Power Systems, 
Dept. 7021-1904, Combustion 
Engineering, Inc., Windsor, 
CT, U.S.A. 06095-0500. 
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omyr nind the real pc 
apparent religious issue is the lack of 
power of the Yang di-Pertuan Agung over 
the other rulers on matters affecting 
Islam. I agree with Jenkins that “any dis- 
mantling of the monarchial system would 
open up à Pandora's box of sensitive ques- 
tions and make it necessary to evolve a 
new system.” 

But I believe in an equitable society in 
which everyone, without exception, is 
subservient to the parliamentary process 
and the rule of law. 
Kuala Lumpur 


An exile's lament 


Jonty Driver [The 5th Column, REVIEW, 
July 28] encapsulates the despair of Eng- 
lish-descended South Africans abroad, 
the little-known refugees from Afrikaner- 
dom. His thoughts strike a resonant 
chord, my own experience being very 
similar. Three yearsin England reinforced 
the belief not to live under South Africa's 
present regime. But while England “re- 
mained the centre of our empire" it was 
not home. And so I too ventured East, 
with "the trace of an accent even Oxford 
could not eradicate.” 

Four years in Thailand provided more 
feelings of real “belonging” than either 
South Africa or England. Appearance dif- 
ferences did not matter once tongue and 
customs were adopted — and a Thai bride 
helped too! But the pleasures of the East 
are not enough to overcome the paranoia 
of one still holding that passport. A sense 
of belonging was not enough to combat 
the loneliness and feeling of isolation as 
visa after visa was refused. 

And so to Australia, to seek a new life, 
to put down roots in a country where 20% 
of its residents are overseas-born. But the 
Aussies, though friendly indeed, are not 
so willing to welcome newcomers into the 
"inner circle." 
in other cormers of the globe, and 
memories of Asia's bustling, vibrant, cha- 
otic life jar against Australia's indolent 
pace. Where do we go from here? 

Neutral Bay, NSW RONALD ENDLEY 


Banking on Amnuay 
Thank you for the feature article on the 
Bangkok Bank and its executives 
[REVIEW, July 28]. It was indeed an in- 
teresting account of the bank's growth and 
the people behind it. 

A reference was made to my past career 
in the government which might raise the 
question of whether I had indeed done 





‘CITIZEN’ 


‘something. wrong or improper to justify 


dismissal. The article said that I was “dis- 
missed by the unpopular Tanin Kraivixien 
regime two years later over alleged mis- 
handling of a tax case — a charge he 
strongly denied.” 

Perhaps you were not aware that this 
dismissal order was appealed to the Civil 
Service Commission and the commission 
by a unanimous vote subsequently cleared 
me of all charges. The then prime minister 
Kriangsak Chomanan, who also chaired 
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Singapore | 


Family and friends remain — 


PE Sep ie), 


that time, was inst ctec ey the commis 
sion to reinstate me to the service retroac- - 
tively. I chose, however, to resign from — 
the government after the reinstatement 
formality was completed. 

I hope this information will help clarify 
the situation. AMNUAY VIRAVAN 
Bangkok Executive Director, Bangkok Bar k 


Sri Lankans first 


Your article about the Colombo Stock 
change [REVIEW, July 14] has triggered 
foreign inquiries about setting up sec- 
urities companies. However, the purpose 
of the stock exchange is really to deve op. 
the domestic capital «market and to i 
crease the awareness of Sri Lankans 2 
Sri Lankan business of medium- and lon 
term investment and savings. Also, our. 
stock exchange is quite unlike London — 
with its ancient forms and brokering - 
houses. Our stock exchange depends on 
our existing financial intermediation 
structure. It allows full participation by all 
our financial institutions without placing — 
restrictive practices constraining the 
trade. 3 

Your article conceptually links the - 
stock exchange with the Securities Coun- 
cil and the Greater Colombo Economic — 
Commission (GCEC). This is very flatter- 
ing, but the stock exchange as an institu- 
tion has a different and larger circle of as- E 
sociation. It has a section in the new com- - 
pany law and will play an important role 
under several laws being considered. The — 
management of the exchange is under the 
direction of a board on which all business, — — 
financial and investment interests, includ- _ 
ing small holders, are represented. | 
Domestic banks have taken the most. T 
prominent role in the stock exchan 
Further, the GCEC and the Securities - 
Council have been generally conceived of — 
on a much wider economic basis than of | 
assisting the share market. » 

A further point of clarificationisthatin- —— 
vestor tax-incentive shares now comprise — - 
the bulk of the stockmarket. These maybe — - 
swapped without loss of the investors’ tax _ 
gains. The inhibiting factor now isnot gov- — 
ernment policy but banks’ and finance | 
houses’ historic policy of not granting - 
stock a high rating as collateral, 
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Colombo Colombo Stock Exchange — 
pass point 5 
With reference to your article in 


the cross-fire [REviEW, June 16] I should - 
like to point out that Bandar Khomeini is. 
not in west-central Iran but is in south- — 
west Iran, on the coast, near Abadan. 
Indeed, bandar in Farsi means port. 
Hongkong RICHARD AVORY 


Bread and iron 


The headline on my letter Steel before | 
bread [REVIEW, July 14] is misleading. It 
is no impossibility for economic managers — — 
of a developing country to plan fora — — 
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© Bring back, . 
The PUR. ma shes re-scheduled 





oI Cioe recover the honey, 
Nobody to blame now, but me. 
| Bring back, . 
Jakarta | HARJO NIMPOENO 


Proof of the pudding 


I was rather amused to see how far off 
target N. R. Bennett's review was of my 
book 13 May 1969: A Historical Survey of 
Sino-Malay Relations [REVIEW, July 14]. 
-It was never claimed to be anything more 
-ambitious than a^ "preliminary study" 
which, as T said myself, was "tentative" 





and “without great depth." As Tunku | | 
Abdul Rahman said in his foreword, itisa | | - 


"framework on which further detailed re- 
-search may be carried out." There was no 
„question of it being a detailed and full ac- 


count of “what actually happened, where - 


and who did what to whom and why," and 
so on, and that will have to await another 
pen and time. 
How could it be otherwise in a modest 
book of 88 pages of text, brushing in broad 
.Strokes an outline of events covering a 
span of over a hundred years from the be- 
. ginnings of plural society in Malaya until 
-the resumption of parliament in Deoa 
971 after the tragic events of May 13, 
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cor. s challenging fiidderm or career RUE CTOR at its hea 
quarters in Washington, D.C. for agricultural specialists to pomet 
pate in the identification, preparation, appraisal, and supe r 
of agricultural development projects in developing countr 
lications are invited for current and Minds vacat icies in the | 


ollowi ing disciplines: 
AGRICULTURISTS | 


with substantial experience in the organization, administration, 
oand operation of agricultural services or enterprises: sound p pra 
tical experience, preferably in tropical countries, in farming, 
. ^Ggriculture, orlivestock production, with an understanding of farm : 
Io produenon economics and agricultural finance. 
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WORLDWIDE TRANSPORTATION 





For fast, dependable service 
between U.S. Gulf/West Coast 
and Far East, try Lykes. 

And here's why — 

e Fastest on-the-water transit 
times from the U.S. West Coast to 
Japan and Taiwan, and from Japan 
to the U.S. Gulf. 

e Fastest on-the-water transit times 
from the U.S. Gulf to Singapore. 

* Only ro/ro vessels operating 
outbound from U.S. West Coast to 
Japan/Taiwan and Korea. 

e Inbound ro/ro service includes 
stops at Hawaii. 

e Fleet of conventional vessels 
operating between U.S. Gulf and 
full range of Far East ports. 

e Cargo handling capabilities 
include breakbulk, project and 
oversized pieces, heavy lifts, 
agricultural machinery, below deck 
stowage in ro/ros, and containers. 
e Plus, Lykes' microbridge service, 
offering through rates and single 
bills of lading between U.S. interior 





EAST 





points and overseas points via 
interchange at U.S. Gulf and West 
Coast ports. 


Lykes’ Professionals make this 
worldwide transportation system 
work for you. 





Skilled in every phase of ocean 
transportation and point to point 
delivery, Lykes Professionals offer 
you service between the Great 
Lakes, U.S. South Atlantic, Gulf and 
West Coasts and the U.K., Europe, 
Mediterranean, South and East 
Africa, the West Coast of South 
America and the Far East. 

There are Lykes Professionals or 
agents near you. Give them a call. 
Let them make your job a lot easier. 
After all, they've been doing it for 
over 80 years! 


D Lykes Lines 


World Headquarters 
Lykes Center/New Orleans, LA 


U.S. Offices: New Orieans/Beaumont/Chicago/Dallas/Galveston/Houston/Long Beach/Mobile/New York/Portland/St. Louis/San Francisco/Washington D.C 
International Offices: Antwerp. Bremen/Callao/Durban/Genoa/Hong Kong/London/Mombasa/Tokyo 
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No. 32 


With the speed of the new trains that ply the just- 
electrified final stretch of railway between 
Hongkong and China, the local manufacturing 
sector is pulling the Hongkong economy for- 
ward — in contrast to the situation two years 
ago, when rampant property speculation was 
the principal generator of 
correspondent Mary Lee analyses the strengths 
E in electronics) and weaknesses of 

e sector and questions whether the rapid re- 
covery will prove durable, and in a separate arti- 


rowth. Hongkong 


cle traces the swift rise and fall of industrial- 


Wood exam 


s and rents. Assistant business editor Christopher 
nes one Hongkong corporate success story with a 


British link. And China Trade correspondent Teresa Ma looks at 
China’s special economic zone in Shenzhen, which by attracting 


lower-cos 
create opportu 


-cost Hongkong manufacturers across the border, is helping to 
nities for higher-technology, vertically integrated in- 


dustries within Hongkong. Pages 59-66 


Cover photo: Paul Sillitoe 





Pages 14-16 
A wave-of communal violence 
brings misery-to Sri Lanka while 


India, with. its own regional 
problems, watches from the 
wings. ---— 


Page 17 
The final. blow falls on Singa- 


pore's ex-union chief Lim Chee | 


| Page 30 
| India seeks more arms imports 


Onn. 


Page 18 

The People's. Liberation Army 
smartens up its dress uniforms, 
but must smarten up its ideas. 


Page 23 
There is fresh hope for repatria- 
tion of Lao refugees in Thailand. 
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A meeting in a French country 
house seeks to bring accord to 
New Caledonia. 
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A ‘new’ communist party active in 
Thailand may not be so new after 
all. 
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in the Soviet Union. 
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| Page 48 
Thailand and Malaysia seek to 


stop the illegal trade in tin. 


Page 49 
The Philippines bites harder on 


| the austerity bullet. 


| Page 52 


New Zealand's budget takes it 
deeper into deficit. 
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| A textile agreement between the 
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the protectionist lobby. 
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K- Fours of a coverit 


. over Bank Bumiputra 


There is a growing belief in 
- Kuala Lumpur that the scandal 
surrounding loans made by a 
Hongkong subsidiary of Bank 
Bumiputra Malaysia will be co- 
vered up because a large 
number of senior figures are in- 
volved. One top government 
Official said: “It is very difficult 
to punish the culprits because 
at least one of them has made a 


: "score of people extremely 


wealthy." 
The Malaysian Government 
is maintaining a stony silence 


= about the affair, despite the 





- surge of public interest follow- 


ing the murder in Hongkong in 


b July of a bank official, Jalil Ib- 
—rahim, who was said to have 


been sent to Hongkong to in- 
vestigate the loans. 
According to sources, Jalil's 


appointment was made with 
the full knowledge of Prime 


Minister Datuk Seri Mahathir 
Mohamad and Deputy Prime 
Minister Datuk Musa Hitam, 
who are determined to get to 
the bottom of the affair. 

— K. DAS 


Five Australian parliamenta- 
rians wound up a five-day visit 
to the Indonesian province of 
East Timor on August 1 after 
visiting 14 centres in the former 
Portuguese territory by heli- 
copter and jeep. The group was 
favourably impressed by a 
number of developments in the 
ane increasing the likeli- 
Australian sources say, 
that the government of Labor 
Prime Minister Bob Hawke will 
vote for Indonesia when the 
East Timor question is raised at 
the United Nations General 
Assembly later this year. 
However, at least one 
member of the group, Sen. 
Gordon McIntosh, chairman 
of the Senate foreign affairs de- 
fence committee, raised ques- 
tions about reported human- 
rights violations in the im- 
poverished province. 
— A CORRESPONDENT 


US warns North Korea 
over secret manoeuvres 
Two days after the 30th 
anniversary of the signing of 
the Korean armistice agree- 
ment on July 27, the United 


12 


States warned North Korea 
that “secretive” military activi- 
ty, such as unannounced man- 
oeuvres, could lead to a “mis- 
calculation” by either side. At 
the 420th meeting of Panmun- 
jom’s armistice commission 
talks, US Rear-Adm. F. War- 
ren Kelley, the newly ap- 
pointed senior United Nations 
Command delegate, also urged 
the North to reinvigorate the 
four-nation Neutral Nations 
Supervisory Commission to 
help police the demilitarised 
zone and submit its findings to 
the armistice commission. 
Meanwhile, Lieut-Gen. 
John Pickitt, deputy comman- 
der of the US forces in South 
Korea, said Washington was 
updating their equipment and 
weapons with new types of 150 
mm. howitzers and a battalion 
of highly mobile, anti-tank of- 
fensive helicopters to match 
the growing arsenal of the 
North, — SHIM JAE HOON 


Wu visits Pakistan and 
Thailand to boost morale 


Chinese Foreign Minister Wu 
Xuegian returned to Peking on 
August 2 after a tour of Pakis- 
tan and Thailand two 
strategically placed countries 
with which China enjoys par- 
ticularly good relations. The 
main theme of Wu's trip was to 
boost both countries’ morale as 
they face a perceived threat 





* 
Wu: solid backing. 


from occupation forces in 
neighbouring countries. 
Pakistan is leading the inter- 
national drive to persuade the 
Soviet Union to withdraw its 
troops from Afghanistan, 
while Thailand and its Asean 
partners want Vietnamese 
troops to pull out of Cambodia. 
Both are solidly supported by 
China, and Wu’s mission was 
to reinforce that backing. 
— RODNEY TASKER 


BUSINESS 


iland is to get a new 

standby credit facility 
In what is seen as a precau- 
tionary step to. cope with a 
widening current-account de- 
ficit this year, the Bank of 
Thailand, or BoT (the central 
bank) has given the mandate to 
five international banks to lead 
a US$200 million eight-year 
syndicated standby credit facil- 
ity. The latest programme, 
which is in addition to a similar 
but little-used US$300 million 
facility signed in December 
1981, comes amid official pro- 
jections that the current-ac- 
count deficit will expand from 
Baht 25.7 billion (US$1.1 bil- 
lion) in 1982 to Baht 40 billion 
this year in the face of higher 
imports as the current 
recovery picks up momentum. 

The exceptionally favoura- 
ble conditions of the new facil- 
ity — including a record low in- 
terest rate of only 0.375 of a 
percentage point above the 
London  inter-bank offered 
rate and a 0.25 of a percentage 
point annual commitment fee 
— underline Thailand's high 
international credit rating. 
— PAISAL SRICHARATCHANYA 


South Korea receives 
a US$30 million loan 
South Korea’s Long Term Cre- 
dit Bank signed in Hongkong 
on July 29 a medium-term loan 
for US$30 million from a group 
of financial institutions, lead- 
managed by Citicorp Capital 
Markets Group. The facility is 
intended for general invest- 
ment and financing purposes in 
co-financing ventures with the 
International Bank for Recon- 
struction and Development, 
the ordinary lending arm of the 
World Bank. The loan is in two 
tranches, the first to be priced 
over the London inter-bank of- 
fered rate and the second over 
the United States prime. 

— A CORRESPONDENT 


Malaysia's Multi-Purpose 
chairman resigns 

The chairman of Malaysia's 
Multi-Purpose Holdings, Tan 
Sri Lee Loy Seng, resigned on 
July 28. The company formed 
by the Malaysian Chinese As- 
sociation (MCA), the premier 
Chinese political party in the 
country, will now be headed by 
one of the party’s vice-presi- 
dents, Tan Khoon Swan, who 





also will retain his post as man- 
aging director of Multi-Pur- 
pose operations. 

Lee declared he was retiring 
because of his age. However, it 
IS believed his move was 
prompted by recent political 
changes. The former president 
of MCA, Datuk Lee San 
Choon, resigned suddenly in 
March and prompted specula- 
tion that the Multi-Purpose 
leadership also would change. 
This was denied at the time by 
Tan, who himself has been 
eyeing the party leadership. 

With the chairmanship of 
Multi-Purpose now in his con- 
trol, Tan may be expected to 
make a fresh bid for leadership 
of the party. MCA elections 


are due in mid-1984. —K. DAS 
Denationalise more 
sectors, Seoul asked 

South Korea should de- 


nationalise its power industry, 
railways, communications and 
other state-run enterprises in- 
cluding the Foreign Exchange 
Bank to further restructure its 
economy, according to the 
Korea Development Institute 
(KDI), the semi-official think- 
tank that maps out long-term 
economic policies. 

At a recent seminar, KDI 
president Kim Ki Hwan said 
the move should be part of cur- 
rent efforts towards a free- 
market economy. He also pro- 
posed a reform in the country's 
import-liberalisation policy to 
make its structure much more 
simple and uniform. Some of 
his points are expected to be 
taken up seriously as officials 
complete revision work on the 
five-year plan now under way 
(REVIEW, Aug. 4). 

— SHIM JAE HOON 


Mitsubishi is to make 
TV tubes in Canada 
Mitsubishi Electric Corp. of 
Japan will begin late this year 
producing TV picture tubes at 
a factory in Ontario. The pro- 
ject, which involves a total in- 
vestment of US$37 million, is 
one of the largest operations 
undertaken by a Japanese 
manufacturer in Canada. Mit- 
subishi Electric took over the 
factory earlier this year after 
buying it from RCA. Monthly 
production in 1984 is projected 
at 30,000 units initially~ and 
50,000 within five years, to be 
sold mainly in Canada with 
some overseas shipments. 

— MIKE THARP 
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Australian Foreign Minister Bill 
Hayden's decision to include several 
| dissidents among a group of non- 
government Koreans he saw during 
his three-day official visit to Seoul 







- source. 
in his 8 








ACHAIA Saua more shy in state and federal affairs, 
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-Times of New Delhi reported (July 27). Fifty | parliament (Aug. J). 
people. were injured when rival groups of the 
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Union, foreign diplomatic sources in Peking 
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440 injured in Guangdong province when a 
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ported (Aug. 1). 


NORTH KOREA 
A North Korean diplomat in n New York, O 
Nam Chol, re ouis to a rie of sex- 
| INDIA = 
A 14- hour Penal strike was held in Tamil 
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n South. Asian cooperation (Aug. 2). 
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airline accepted his travel documents 


SINGAPORE 

Prime Minister Lee Kuan Yew acce 
the resignation of Lim Chee Onn, 
without portfolio (July 29). 





| SRI LANKA 

The government said that 17 Tamil g 
las were killed in a Colombo jail (Ji 
President Junius Jayewardene banned: 
radical parties and security forces ro 
i several wanted leftwingers across thi 
try, a government spokesman sai 
The government arrested leaders of tl 
ned Communist Party of Sri Lanka. M 
than 215 people were killed during 
rioting and violence, officials said (Aug 
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Chinese Foreign Minister Wu Xueqian 3 ar 
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Violence leaves 50,000 homeless and may cripple the economy 





The devastated island 


By Manik de Silva 


Colombo: The ethnic violence that 
erupted here on July 24 has left this island 
nation bleeding and devastated, with at 
least 200 people dead and at least 50,000 
homeless. Hundreds of houses, factories, 
shops and businesses have been reduced 
to cinders, entailing economic damage of 
hundreds of millions of rupees. Refugees 
are now crowding camps hurriedly set up 
in schools, aircraft hangars, temples and 
other places. Sanitary conditions are re- 
portedly critical in some cases; food short- 
ages could appear in the near future. 

The government of President Junius 
Jayewardene, fighting to restore law and 
order, has claimed the violence to be 
much more than a mere Sinhalese-Tamil 
riot. “It is a deeper conspiracy,” said In- 
formation Minister Anandatissa de Alwis, 
“part of a very deep plot to overthrow the 
government.” De Alwis stopped short of 
identifying the country suspected, saying: 
“It is improper for me as a minister to 
name the country. But I can say it is a very 
powerful country.” In at least some quar- 
ters here this was taken as reference to the 
Soviet Union. 

The violence was sparked by the killing 
near Jaffna, the capital of Sri Lanka’s 
Tamil-dominated Northern Province, of 
13 soldiers by guerillas — or terrorists, as 
the government calls them — fighting to 
set up a separate state for the indigenous 
Tamils. Soldiers and policemen have been 
the main targets of the separatists for 
some seven years. The July 23 murders 
were their most serious strike and set off a 
reaction first in Colombo and later else- 
where. 

Marauding mobs of people, including a 
large number of teenagers, subsequently 
began roaming the streets. With fearful ef- 
ficiency they set about destroying many 
Tamil homes and businesses. Targets 
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were chosen with pin-point accuracy, and 
it was clear that the principal objective 
was to destroy rather than loot. Looting 
did follow, however, 

Among its initial responses to the vio- 
lence, the government deployed heavily 
armed troops in the capital two days after 
the rioting erupted, and a series of curfews 
was imposed. Censorship .of the local 
press, as well as of the dispatches of 
foreign correspondents, has been strict. 

Invoking public security legislation, the 
government banned three radical political 
parties on July 31 — one week after the 
rioting began. These were the Janatha 
Vimukthi Peramuna (JVP, or People’s 
Liberation Front), the pro-Moscow Com- 
munist Party of Sri Lanka and the Nava 
Sama Samaja Party (New Socialist Party). 
A government spokesman announced on 
August ] that a number of arrests had 
been made following the banning of the 
parties. Those arrested included the lead- 
ers of the pro-Moscow party, later reports 
said. 





A sixth amendment to the country's 1978 
constitution, banning separatist ac- 
tivity, was hurriedly prepared for a par- 
liamentary session scheduled for August 
4. Contravention of the new provisions 
would be punishable by the loss of civil 
rights, confiscation of property and pro- 
hibition from practising a trade or profes- 
sion. The amendment needed the two- 
thirds majority Jayewardene's United Na- 
tional Party (UNP) comfortably eom- 
mands for passage. It was not expected to 
encounter any major hurdles, with former 
prime minister Sirimavo Bandaranaike al- 
ready on record as saying that it will be dif- 
ficult for her Sri Lanka Freedom Party 
to vote against the amendment. 

But Mrs Bandaranaike, whose civic 





rights were taken away by the UNP gov- 
ernment in 1980, accused the government 
of “looking for scapegoats” in banning the 
three radical parties. She alsostressed that 
her own government, which-had faced a 
JVP-led insurrection $n 1971, had pros- 
cribed that party and locked up its leaders, 
but the Jayewardene government released 
them and returned their rights to engage 
in political activity. 

Colombo had long feared that the ac- 
tivities of the separatist guerillas, who 
have killed soldiers, policemen, police in- 
formers, politicians and a few civilians 
since 1976, would provoke a backlash 
against the Tamils living outside the pre- 
dominantly Tamil Northern Province. This 
is exactly what happened, confirming the 
worst fears that the security forces, who 
have lost 50 men to the guerillas since 1977 
and received little public’ cooperation, 
might turn a blind eye to reprisal attacks 
on Tamils outside Jaffna. But the intensity 
and duration of the recent violence sur- 
prised government officials and other ob- 
servers here. 

The government thus suspects the vio- 
lence to run much deeper than a Sinhalese- 
Tamil conflict. De Alwis, broadcasting 
over state radio and TV, remarked on a 
“general pattern of events," pointing out 
that though the rioting took place in sepa- 
rate parts of Colombo and its suburbs, 
there was a distinct similarity of method in 
the attacks, including an apparent direc- 
tive not to loot. “This instruction was ap- 
parently given in order not to attract pub- 
lic disapproval and resistance to what the 
rioters were doing,” the minister said. He 
also maintained the looting was the result 
of neighbourhood participation. 

De Alwis said that the gangs that 
burned and pillaged carried lists of names 
and addresses of the people and places 


AUGUST 11, 1983 e FAR EASTERN ECONOMIC REVIEW 


nP um———9 —- 2 


4b 
asan 


EE ES ———— 
sc» - t 
B 
^ 2. 
Shame F ow . liens E 


"7. - 


they planned to attack. "They knew 
exactly where to go," he said. “We now 
understand from the information in the 
hands of government that these names 
and addresses were taken from the elec- 
toral register . . . much in advance for an 
occasion such as this.” 

According to government intelligence 
reports, the recent violence came in three 
Stages: 

» To start a Sinhalese-Tamil riot exploit- 
ing the tension created by guerilla activity 
in the north, 

> To foment Sinhalese-Muslim riots. 

» To create divisions among the Sinhalese 
themselves, using religious differences 
among the majority community — which 
includes both Buddhists and Christians, 

These reports say the plotters also ex- 
pected to exploit such divisions among the 
police and armed forces, whose ranks in- 
clude men from different communities 
and religious persuasions. 

De Alwis said that the government's re- 
ports suggest that advice on local condi- 
tions had come from a number of univer- 
sity lecturers. Foreign elements had plot- 
ted a master-plan, the government main- 
tains, combining in some places with poli- 
tical opposition parties. De Alwis alleged 
that there had been talks between these 
elements and northern guerillas, as well as 
secret meetings among Sinhalese and 
Tamil parties. Creation of food shortages 
— and thus food riots — was also planned, 
he charged. ' 


ayewardene and his government believe 

that the banning of separatist activity 
will appease what the president described 
as the "natural desire and request of the 
Sinhala people to prevent the country 
being divided." In an emotion-choked ad- 
dress to the nation on July 28, expressing 
his “boundless sorrow" at what had taken 
place, Jayewardene traced its beginning to 
the Sinhalese-Tamil troubles of 1956, 
when then prime minister Solomon Ban- 
daranaike was elected to office on a wave 
of Sinhalese-Buddhist nationalism. The 
tensions that built up since then resulted in 
what had originally been a federalist poli- 
tical demand escalating into one for a 
separate Tamil state. 

"Because of this violence by the ter- 
rorists, the Sinhalese people themselves 
have reacted,” Jayewardene said. “I feel 
that the movement for separation should 
have been banned a long time ago. I have 
also been a member of the governments 
which are responsible for not banning it 
... The government has now decided to 
accede to the clamour and national re- 
spect of the Sinhala people that we do not 
allow the movement for division to grow 
any more." 

Jayewardene also stressed the econo- 
mic cost of the rioting. Hundreds of 
thousands of people, he said, have lost 
their jobs, and hundreds of thousands 
more will find employment difficult in the 
future. The development process 
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launched by his government had received 
a setback of several years, he asserted. 
Maintaining supplies of food and other es- 
sentials is already taxing government re- 
sources. Caring for those in refugee 
centres has also become a gigantic task. 

There is also concern over the appa- 
rently angry response to the violence in 
the Indian state of Tamil Nadu, 20 miles 
across the Palk Strait from the tip of the 
Jaffna peninsula. Although the Indian 
Government has now indicated that it will 
not intervene, Prime Minister Indira Gan- 
dhi sent her foreign minister to Colombo 
for an on-the-spot assessment. Just days 
before the rioting began, Colombo 
reacted angrily to an Indian expression of 
concern over "developments in Jaffna" 
and over government measures to deal 
with guerillas. India responded with a spe- 
cific reference to an emergency regulation 
allowing for the disposal of bodies of 
casualties of engagements with security 
forces after Defence Ministry clearance 
but without inquests. 

It is understood here that Mrs Gandhi 
must strike a balance between the in- 
flamed emotions in Tamil Nadu and the 
need to maintain good relations with a 
neighbouring country whose population 
includes a large number of people of In- 
dian origin. New Delhi appears well aware 
that Colombo has done everything possi- 
ble to protect the large number of tea and 
rubber plantation workers of Indian origin 
here, though many traders of Indian ori- 
gin have been hurt by the violence. Some 
Indian citizens have also suffered. Sri Lan- 
kan Foreign Minister Shahul Hameed, 
who flew to New Delhi on July 31 to at- 
tend a seven-nation South Asian foreign 
ministers’ conference, was due to meet 
Mrs Gandhi and the Sri Lanka violence 
was due to be discussed. But it is already 
evident that New Delhi is concerned 
about attacks on its citizens as well as the 
fact that the 1.9 million Sri Lankan Tamils 
have strong cultural and personal ties with 
Tamil Nadu. 

Once the Jayewardene government al- 
leged foreign involvement and hinted at 
the identity of the country it had in mind, 
one P owned Sri Lankan news- 
papal nuncio here, who had many con- 
and East Germany, urged stern action 
against them. But a government spokes- 
man described these reports as "news- 
paper speculation." According to Indian 
reports, the same newspaper also warned 
of possible military action by India. 

The press has also reported that the 
papal nuncio here, who had many con- 
tacts in Jaffna, has been asked to leave the 
country. Jayewardene recently visited 
Rome and had an audience with the pope. 
Sources here believe that the president 


may have taken the EY of pri- 
vately conveying Colombo's unhappiness 
over the contacts the nuncio had in 
Jaffna, where some members of the 


Roman Catholic clergy were supporters of 
the separatist movement, 
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Old tensions grew in the 
colonial era — and 


post-independence 


Colombo: The Tamils have been in India 
almost as long as the Sinhalese, and in his- 
torical terms the concept of Sinhalese and 
Tamil is comparatively recent. None- 
theless, there has been friction for cen- 
turies. 

Following a pattern of divide-and-rule 
evident in other colonial settings, the British 
administration contributed greatly to divi- 
sions between the Sinhalese and Tamils. 
They exacerbated the existing divisions, 
and the large number of Tamil-speakers 
brought by the British to work first in the 
coffee plantations and later in the tea and 
rubber estates shifted the population bal- 
ance of many parts of Sri Lanka in the 19th 


century. 

Sri Lankan Tamils now make up about 
13% of the nation’s population of 15 mil- 
lions and Indian Tamils account for an ad- 
ditional 5.5%. Sri Lankan Muslims make 
up 7%, and the largest up, the 
Sinhalese, accounts for 74%. The remain- 
der of the population is spread among 
Malays, mixed-race Burghers and others. 

Many of the Tamil-speaking people 
who came here to work on the plantations 
and elsewhere in the economy did not up- 
root themselves fully from India. Unlike 
Indians who went to Trinidad or Natal and 
never returned, those who migrated here 
did go home from time to time — rather 
like the Irish in England. 

The indigenous Tamils, or the Jaffna 
Tamils as they are , had 
superior educational 
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nial Ceylon. The British ed mis- 
sionary societies, many from the United 
States, to set up schools that offered a 
good education in the north of the coun- 
try. The hard-working Tamils educated in 
these schools provided the manpower for 
the colonial administration not only in 
Ceylon but as far away as what were then 
the Federated Malay States. 

With the declaration of Sinhala as the 
official e of the country in 1956 by 
the prime minister at the time, Solomon 
Bandaranaike, who took office on a wave 
of Sinhalese nationalism, the conflict be- 
tween the Sinhalese and Tamil people 
began to take its current form. The Tamils 

to lose many of the privileges they 
had once enjoyed and resented what they 
considered the erosion of the meritocracy 
for jobs in the public service and later uni- 
versity entrance. The first Sinhalese- 
Tamil communal riot occurred in 1958. 

Tamil separatist demands, which took 
shape initially in 1976, were followed by 
the formation of the Tamil United Libera- 
tion Front. This. was a loose coali- 
tion of the former Federal party, which 
had the support of the majority of the 
Tamils of the Jaffna distrcit, the less in- 
fluential All Ceylon Tamil Congress and 
the Ceylon Workers Congress (CWC), 
which is the major trade union represent- 
ing the plantation workers of Indian ori- 
gin. Bringing the CWC into the front was 
an effort to acquire more muscle by in- 
cluding the Indian Tamils, who were con- 
sidered by many Jaffna Tamils to be in- 
ferior despite a common language, Tamil, 
and a common religion, Hinduism. 

Prior to independence, a section of the 
Tamil community demanded equal rep- 
resentation in parliament for the two com- 
munities, which was unacceptable to the 
majority. The demand was, consequently, 
excluded from the British-authored con- 
stitution which Sri Lanka retained until 
1972. 

The link between the Jaffna and Indian 
Tamils did not last long. Savumyamoorthy 
Thondaman, the leader of the CWC, 
broke off to support the United National 
Party of President Junius Jayewardene in 
the general election of 1977. Indeed, 
Jaffna and Indian Tamils had little in com- 
mon besides language and religion. The 
Indian Tamils, particularly the plantation 
workers, were an underprivileged sector 
of the population compared with indigen- 
ous Sri Lankans. 

Thondaman, now a minister in the 
Jayewardene cabinet, rightly believed 
that political support for a powerful gov- 
ernment could win his people gains in 
areas such as health care and education, 
which were less available on the estates 
than elsewhere in the country. Thus the 
Indian Tamils of Sri Lanka are distinct — 
politically and socially — from the 1,9 mil- 
lion Jaffna Tamils. 

Nonetheless, the Indian Tamils, particu- 
larly the traders, were also victims of the 
recent violence — as they have been previ- 
ously. The government has largely suc- 
ceeded in preventing attacks on the plan- 
tation workers, though a few minor inci- 
dents did occur. — MANIK de SILVA 
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New Delhi views the nearby strife as an internal affair 
but faces strong domestic pressure to intervene 


By Salamat Ali 


New Delhi: There is deep concern here 
over the situation in Sri Lanka — expres- 
sed in parliamentary debates, Prime 
Minister Indira Gandhi's July 27 tele- 
phone call to Sri Lankan President Junius 
Jayewardene, denionstrations outside the 
Sri Lankan High Commission and the 
gradually escalating tension in the south- 
ern state of Tamil Nadu. 

Cutting short a three-day visit to 
Assam, Mrs Gandhi met Foreign Minister 
P. V. Narasimha Rao, who had been to Sri 
Lanka to review the situation. She then 
declared on July 30 that India cannot re- 
main silent because people of Indian ori- 
gin are affected. But she also stated: “Bas- 
ically, it is an internal problem of Sri 
Lanka and no doubt a human problem." 
Indeed, Rao was reportedly in Colombo 
in part to assure the Jayewardene govern- 
ment that New Delhi would not intervene, 
despite mounting pressure on Mrs Gandhi 
to do so. 

Keeping in close touch with the Sri Lan- 
kan Government and reviewing hourly 
situation bulletins from her own mission in 
Colombo, Mrs Gandhi seems to be play- 
ing it by ear. During his visit the foreign 
minister had offered “all possible help" to 
the Sri Lankans. Although he did not say 
so, this was widely understood as includ- 
ing an offer of military assistance. But the 
reluctance of Sri Lanka to accept this is 
understandable because the current situa- 
tion bears no similarity to the communist 
insurgency of 1970, when the prime minis- 
ter at the time, Sirimavo Bandaranaike, 
welcomed the intervention of Indian 
troops. The island-wide violence this time 
has anti-Indian undertones. An Indian of- 
ficial spokesman said on August 1 that 
New Delhi was checking reports that Sri 
Lanka had asked the United States, Bri- 
tain, Pakistan and Bangladesh for stand- 
by military help in case Sri Lanka was at- 
tacked. 





Not much has been said in public so far 
about what Rao saw and heard in Sri 
Lanka. He is said to have cut short his visit 
because of the continuing violence and be- 
cause he was unable to meet Tamil leaders 
stranded at Mannar, more than 100 miles 
north of the capital. The Sri Lankan Gov- 
ernment is said to have been unable to 
make suitable security arrangements for 
travel between the two points. 

A section of the Indian press has specu- 
lated that Colombo's control over troops 
in the country's two Tamil-dominated 
provinces was shaky if not non-existent at 
the height of the violence. Given this un- 
certainty, Mrs Gandhi has been receiving 
unsolicited suggestions from local politi- 
cians. Although politicians are unanimous 
in their sympathy with the riot victims and 
concerned over the continuing violence, 
they differ on how India should react. 


ormer foreign minister and chief of the 

Hindu nationalist Bharatiya Janata 
Party, Atal Bihari Vajpayee, has deplored 
the communication gap between Colombo 
and New Delhi. He implicitly accused Mrs 
Gandhi’s government. of contributing to 
the worsening of the situation in Sri 
Lanka and suggested the prime minister 
should communicate her support to 
Jayewardene in his hour of crisis. 

An all-party delegation from Tamil 
Nadu, received in New Delhi on July 31 by 
the prime minister, the foreign minister, 
Defence Minister R. Venkataraman and 
Finance Minister Pranab Mukherjee, ac- 
cused the Sri Lankan Government and 
armed forces of launching a campaign of 
genocide against the Tamils. It urged 
India to ask for a United Nations Security 
Council meeting to consider sending a 
peace-keeping force. The delegation 
warned that continuing violence in Sri 
Lanka would spread to Tamil Nadu, creat- 
ing a law-and-order problem that would 
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New Delhi protest against the killings: deep concern. 
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There is à Md een belief in India 


that the magnitude of violence in Sri 


Lanka has been greater than reported in 
the local press. Since one of the first mate- 
rial casualties ‘of the riots was the tele- 
phone link tíeétween the two countries, 
such speculation is supported by tourists' 
reports undef datelines as distant as Oslo 
and Hamburg: dià's decision on July 30 
to lend a ship to evacuate Tamils from Co- 
lombo to Jaffna iW Sri Lanka's Tamil- 
majority Northerit! Province i is considered 

dicative of an" impossible situation for 
Tamils wheré theyr in a minority. The 
ship was requested by the Sri Lankan 
Government. sh 

But there do nót' 'seem to be many other 
ideas now as tô how India can help restore 
calm in Sri Lanka! The prime minister has 
offered relief ‘for thousands of uprooted 
Tamils now sheltering in makeshift re- 
fugee camps She'has already gone much 
beyond diplomati¢' caution in conveying 
sympathy for the affécted Tamils, as her 
statements could be interpreted. nega- 
tively by several ‘neighbouring countries 
where people of Indian origin live. 
. None of thé: political parties, even in 
Tamil Nadu; has extended open support 
to Tamil separatist demands in Sri Lanka, 
though they ate worried over what may 
happen in the Tamil areas if the Tamil 
United Liberation Front is banned by Co- 
lombo. Neither Mrs Gandhi nor any other 
national leader can afford to encourage 
separatist movements, given the current 
regionalist sentiments i in India. : 

India's reaction could depend largely on 

how soon violétice 
























Tamils in the Sinlialese-majority areas and. 
how troops respond in the northern and: 
eastern provinces. Should the outlawing 


of Tamil partie: "swell the ranks of the 
guerillas, triggering.a broader crackdown 
by the armed forces in the Tamil-majority 
areas, there could t influx of refugees 
into Tamil Nadu. worsening New 
Delhi's current pr 
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he resignation on July 22 of Lim Chee : 
|. M Onn, the 39-year-old minister without | 
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c. | Yew's cabinet was expected — but its ab- 
. ruptness and the manner in which it was 
handled sutprised many politicians and - 
| the public alike. Events in the Lim affair 
since April, and the eventual resignation 
itself, indicate the clear imprimatur of the | 
prime minister. Supporters say it reflects 
Lee’s firm and forceful manner in tackling 
- problems, while detractors point to what 
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they call a high-handed and uncaring at- 
titude. i 

In April, Lim was moved from his con- 
current post às secretary-general of the 
powerful National Trades Union Con- 
gress (NTUC), but was allowed to finish 
some pending business before handing 
over to his successor at the end of July. Al- 
though it was clear then that Lim's politi- 
cal star was on the wane, official an- 
nouncements had it that he was to be re- 
assigned in the cabinet. 

As late as July 20, the word in the local 
press, apparently based on government 
sources, was that Lim would temporarily 
be given a slot in the Prime Minister's Of- 
fice on August Í pending a new ministerial 
assignment later on. Lim was also sche- 
duled to review one of the National Day 
parades in the city on August 9. 

On July 23: the NTUC gave Lim a 
farewell banquet, complete with a cake | 
and a goodbye present. Part of the inscrip- 
tion on the cake read: "And here's to the 
future . . ." Cutting the cake, Lim re- 
marked, ironically it now seems: *. .. [can 
assure you that there will be a bright fu- 
ture to look forward to." As it became 
clear a week later, Lim had resigned from | 
the cabinet the day before. The resigna- 
tion was accepted by Lee on July 29 and 
made public a day later. 

Accepting the resignation, the prime 
minister wrote that he and Lim's so-called 
eration contemporaries — 
have been groomed as future 
leaders — had had “time to reflect on the 
causes of the problems that led to your 
having to leave the NTUC." The “Dear 





. Chee Onn” note by Lee went on to add: 


“We believe you are wise to decline the | 
posting toa ministry.” However, there 
were no regrets expressed at Lim's depar- 








| ture from the cabinet. 


-The reason for Lim’s ousting from. the 





publicised-in April was said to | 
be his lack of. rapport with the old-guard 
leaders and the ‘rank-and-file of the 
unions. The frank exchange between Lee 


and Lim at that time was published i in full 
pla 
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local press raised the ques- 
here v were other reasons ktor 
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service to run. (for ‘parliament. 
thereafter he was inductes 
movement and rapidly moved up th 
der to head the NTUC in 1979. More 
a year later he was elevated to- 
rank. He pushed through the p 
reorganisation of the union moveme 
with acknowledged competence, th 
in doing so he id foul of older ur 
leaders. 
Even as he was encountering problems 
at the NTUC, he was promoted to 4 
chairman of the PAP in November 
year. But from April onwards it wa 
downhill for him. | 
While Lim will retain his seat in parli 
ment, thus averting a by-election, hisas: 
ciates maintain he will start life afres 
presumably in the private sector. It i 
gued that politicians, like others; hav 
pay for their mistakes, but some obse: 
question whether Lim could not h 
been gracefully reassigned to anot 
litical. slot which was more suited: to hi: 
talents. * 
Singapore's prime 1 ministér has’ com 
plained in the past that he has found it dif 
ficult to attract young and competent ta 
lent into public life. Most Singaporean 
obviously prefer the comfort, security 
money that careers. in the private ec 
provide. © : 
Commenting on Lim’ s resignation, 
MP told the English-fanguage daily 
Straits Times: "This: . . could affect 
continuing attempt by PAP to encou 
bright Singaporeans, especially pi 
sionals, to go into politics. They coul 
discouraged from doihig so beca 
fear of failure." 
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Old-style PLA men; new-style militia guard: a new look in training too. 





CHINA 





The PLA's new clothes 





Smarter uniforms are provided for the ori — but 
smartening up their ideas is the order of the day 


By David Bonavia 

Peking: Looking like nothing less than 
the chiefs of staff of a Latin American 
country, young Chinese sentries turned up 
to guard foreign embassies in their smart 
new uniforms on August 1, China's Army 
Day. The People's Armed Police, as the 
new guard force is known, earlier this year 
replaced regular soldiers of the People's 
Liberation Army in guarding foreign mis- 
sions and revolutionary monuments, and 
acting as border guards. 

The PLA also received a gift of new uni- 
forms for Army Day — but only for hon- 
our guards, who were smartened up with 
peaked caps and shoulder-boards. There 
is still no sign of a return to badges of rank 
or dress uniforms for PLA officers or men. 

The top military commanders who 
turned up for a reception in the Great Hall 
of the People appeared to be in subdued 
mood, as they stood around while De- 
fence Minister Zhang Aiping congratu- 
lated the PLA on its 56th birthday. Zhang 
called for *modernisation and regularisa- 
tion" of the armed forces — the current 
euphemism for better training and tactics, 
discipline, technical knowledge and ap- 
pointment of younger officers. (Recent 
large airborne manoeuvres were com- 
manded by an officer in his 40s, it is offi- 
cially reported. His name was not dis- 
closed. ) 

The defence minister avoided direct 
criticism of the PLA, which was set up 
originally in 1927 as the 4th Red Army in 
the late chairman Mao Zedong's moun- 
tain base area in Jiangxi province. This 
was in contrast to an article published the 
previous week by Yu Qiuli, the PLA chief 


political commissar, in which he 
threatened the armed forces with a 
18 


“shake-up” if they did not improve their 
performance. Another sign of the party's 
demand for greater professionalism in the 
PLA was the publication on Army Day of 
the selected works of the late marshal Zhu 
De, the former opium addict and warlord 
who did at least as much as Mao to found 
the revolutionary army and defeat the 
Kuomintang. 

Sichuan-born Zhu was active in the 
military and political intrigues in Yunnan 
after graduating from that province's mili- 
tary academy in 1911. In 1922, following a 
defeat, he gave up his commands and went 
to Germany to study. Zhu returned to 
China in 1926, and took part in the abor- 
tive Nanchang uprising. From then on he 
was one of Mao's closest comrades and 
most successful commanders. This did not 
save Zhu from being denounced as a *war- 
lord and careerist" by the Red Guards at 
the start of the Cultural Revolution. How- 
ever, probably because of his advanced 
age, he survived to serve as chairman of 
the standing committee of the National 
People's Congress — a position then equi- 
valent to head of state — from 1975 until 
his death in 1976. 


Tz intention behind the publication of 
Zhu's works — which are essentially 
practical writings about warfare and the 
organisation of society in wartime — seems 
to be to make certain points about party- 
army relations, which have recently been 
deteriorating quite seriously. Zhu was a 
model of loyalty to the party, and his plain 
and modest manner endeared him to his 
troops, by contrast with many of today's 
commanders, whom elder statesman 
Deng Xiaoping himself accused of *indo- 


lence” in a 1975 speech 
published recently with 
others of his writings. 
Zhang mentioned in his 
speech on Army Day that 
the PLA had scored vic- 
tories “under the correct 
leadership of the commu- 
nist party.” 

With the campaign to 
study Deng’s works now 
under way, plus a proba- 
ble campaign to study 
Zhu's works, and with 
continuing campaigns to 
study the documents of 
the 12th party congress 
and the National People's 
Congress, it looks as if the 
army's spare-time reading 
will be well provided for in 
the coming months. Zhang 
urged the PLA to moder- 
nise itself |. self-reliantly, 
evidently a hint that the party and govern- 
ment expected military scientists to come 
up with economic, home-grown techno- 
logy for the PLA rather than asking for 
bigger research budgets or imported hard- 
ware. Yu, in his July 26 article in the Lib- 
eration Army Daily bluntly stated that the 
PLA would not be able.to fight a modern 
war for another 20 years. 

At the same time, the peacetime role of 
the army as a productive force was played 
up with the opening of two,exhibitions in 
Peking, which were visited personally and 
had inscriptions written by Deng, by the 
aged marshals, Ye Jianying, Xu Xiang- 
qian and Nie Rongzhen, and by Yang 
Shangkun, permanent secretary of the 
party and state Military, Affairs Commis- 
sion. One exhibition was, entitled “The 
Spiritual Civilisation of Jeint Socialism- 
Building by the Army and People,” and 
the other was "Studying Scientific and 
Cultural Knowledge to Train Human Re- 
sources for the Army and the Locality." 

The former of these was described as 
showing “civilised villages, civilised fac- 
tories, civilised streets, civilised schools, 
civilised islands and civilised tourist sites" 
created jointly by the army and people. 
The latter consisted of photographs and 
exhibits showing a Nanjing-based army 
unit's achievements in joint cultural and 
scientific activities with the masses. The 
leadership group around Deng obviously 
considers that the PLA’s social role is not 
that of moral paragon, activist and pro- 
pagandist, as Mao thought, but a means of 
redistributing military knowledge and 
technical resources useful to the civilian 
sector. | 

This takes many forms — from helping 
the peasants to grow sweet potatoes to giv- 
ing technical lectures. PLA men also at- 
tend courses and demonstrations at fac- 
tories and institutes. Despite palliative 
measures such as new uniforms and army- 
people get-togethers, it is clear that the 
Deng group's political differences with the 
PLA are far from solved. Sources say that 
weeding out of Left-leaning, corrupt or in- 
efficient officers at regimental level has 
already begun. 
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AU M9. CC GO POL NE 


Within the captivating swirl To stand in the 
f Hong Kono% Lobby of The 
OF PIONS INONES Marco Polo hotel 
largest shopping centre. is to place yourself 
The Marco Polo Hong Kong, within the very 
< > centre of the largest 
shopping and commercial complex in Asia 
— Harbour City. 
The Marco Polo Hong Kong is 
managed by The Peninsula Group. With a 
hundred year heritage of 
dedicated service to business OUS 
and pleasure travellers in the O10 
Orient, we know how to make 
your trip live up to all your 
expectations. 


C [he Peninsula Group 
Fulfilling the promise of the Orient 


Reservations: Contact your travel agent, C y Pacific Ain SRS (Steigen 
lhe Peninsula Group, Hor do lel ast ar 4064 PENGP HX. 
e mani aged by The Peninsula Group: In Hong cents The Peni nsula Th 
) in Harbour C ity, Hong Kong: Ihe Ho Ms 2m. 
ote rly 1984) In eirag ake rhe Marco Polo In The Philippines: he Mani | 
In Th: "m and: The Bangkok Pen a In The People’ s Republic of China: Th 
Beijing 


Busine zs 
Travels 
With 
The 
Review 


When it comes to reaching 
Asias frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin. 
Far Eastern Economic Review. 


G.P.O. Box 160, 
Hong Kong. 





BREAKTHROUGH: 
| T 
(eR Ja v3 v, Rf 
MEO di iu DRILLS HOLES 
2 T es air PF y 
Spei iv TO GIVE AIRLINES 
ASPECIAL LIFT. 


When air flows over an airplane wing, it creates 
turbulence and performance-killing drag. We've 
found a way to reduce drag dramatically and _ 
save the airlines millions of dollars in fuel costs. 
|.  Anelectron beam, thinner than a human — y 
hair, was used to drill millions of holesinthe — 
‘titanium skin of the wing. (The ordinary paper 

clip shows how tiny they are.) During flight, - 
a thin layer of air passing over the wing is sucked - 
through the holes t to stop turbulence before E 
it develops. S LA 

This breakthrough couldreducefuel f 

| consumption by as much as 20% on long flights. 

T. Testing begins this year. The planes you fly inight |) 
S ‘ibe using it by the 1990s. Lai 
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"Where and why 
565 follows 
2.8.34 and 140 


The place, of course, is 
Switzerland. And you probably 
know that the figures, 2, 8, 34, 
140 and 565 represent the CCITT 
digital hierarchy. 


You may also know that only a 
handful of suppliers can offer the 
complete range of digital 
transmission equipment. From 
2Mbit/s to 565Mbit/s. Naturally 
Philips is one of them. 





puiups| Public 
& Telecommunications 


And we have already delivered 
our systems to more countries 
than any other supplier. 


Switzerland, for example, has 
recently ordered our 565Mbit/s 
coaxial line system: the first 
export order for such a high- 
capacity digital system. And 16 
countries have installed or 
ordered our 140Mbit/s coaxial 
system, including the USA where 
we have equipped a 3725km 
route. 


Our Success is not, however, 
limited to digital coaxial systems. 
Philips can offer the full digital 
hierarchy of systems for 
application on glass fibre. 


Our analog systems are held in 
equal esteem. Of the 13 countries 


in the world that have installed 
60MHz systems, 9 chose Philips. 
Then there are the 15 countries to 
whom we have delivered our 12 
and 18MHz systems. Or the many 
countries which have our 6MHz 
system, or our 30-channel PCM 
system for VF cable. 


We don't, however, have to 
labour the point. Our customers 
prove we are not just one of the 
suppliers of sophisticated 
transmission systems. We are the 
pre-eminent supplier. 

Contact Philips for further 
information. Today. 


Philips' Telecommunicatie Industrie B.V 

PO Box 32, 1200 JD Hilversum 

The Netherlands 

Telephone (int) + 31.35.899111 Telex 43712 
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The UNHCR's repatriation E amne for Lao refugees gains 


momentum, but plans for 


By John McBeth 

Bangkok: Any prospect of sending re- 
fugees back to Cambodia still seems a long 
way off, but while there is impatience over 
the slow rate of progress, United Nations 
and Thai officials remain considerably 
more optimistic in the effort to improve 
the scope of repatriation to Laos. 

A total of 2,263 Lao, most of them low- 
landers, have returned to their homeland 
since the repatriation scheme was intro- 
duced under the auspices of the United 
Nations High Commissioner for Refugees 
(UNHCR) in September 1980. Refugee 
sources say an additional 580 are awaiting 
approval from Lao authorities to return 
home. The Lao Government recently call- 
ed a temporary halt to repatriation for 
what they describe as administrative 
reasons, but the UNHCR is confident it 
will be resumed soon. UNHCR sources 
say they have no information to support à 
recent claim made by the secretary-gen- 
eral of the Thai National Security Council, 
Sqdn-Ldr Prasong Soonsiri, that Vien- 
tiane is now refusing to take back more 
Lao refugees. 

The relatively upbeat attitude that offi- 
cials have towards the Lao programme is 
in stark contrast to the general air of 
gloom over the Cambodia situation. De- 
spite several vears of talks between the 
UNHCR and the Vietnamese-backed 
Heng Samrin regime, a final agreement 
has still to be reached on the safe return of 
Khmer refugees along the Thai border. 

The UNHCR vwill not go into details on 
the substance of the prolonged dialogue, 
but as one senior official explained: “It is a 
very delicate subject because of the politi- 
cal realities in Cambodia, which involve 
Hanoi as well. The UNHCR has a very 
limited ability to influence these 
realities." He also believes that even if a 
breakthrough is achieved, very few 
Khmers would respond. 

Prasong, who is one of the key architects 
of refugee policy, predictably puts the 
blame squarely on Hanoi. “Contrary to in- 
ternational spirit, Vietnam and the Heng 
Samrin regime have employed every ef- 
fort to obstruct the plan,” he told an an- 
nual Bangkok conference on refugees. 

Prasong claimed that not only did Viet- 
nam hint at punitive action against poten- 
tial returnees, but that it was now in the 
process of resettling tens of thousands of 
Vietnamese in Cambodia. 

While Phnom Penh has refused to take 
refugees from Thailand, it recently con- 
cluded a repatriation agreement with Laos 
to receive many of the 10,000 Cambodians 
who fled across the border in the wake of 
the Khmer Rouge takeover in April 1975. 
The Lao Government did not incarcerate 
the refugees in camps; instead, it allowed 
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hmers remain bogged down 


them to settle in the Attopeu area in the 
southern panhandle. 

Bureaucratic foot-dragging on the part 
of the Vientiane administration and wor- 
ries over security and employment among 
the refugees are the two factors putting à 
brake on the Thai-Lao repatriation pro- 
gramme, though there has been a steady 
increase in the number of returnees — 
from 193 in 1980 to 540 in 1981 and 1,069 
in 1982. There have also been as many as 
several thousand "spontaneous return- 
ees" from the camps and also from an un- 
determined population of so-called “free- 
living refugees" who settled outside offi- 
cial jurisdiction. 

Refugees spend between five days and 


"ot. 


+ of UM 


returnees have been visited at least once 
since they left the transit centre. Many of 
the remainder are apparently hill tribes- 
men living in remote areas that can be con- 
veniently reached only by helicopter — a 
situation which allows anti-communist 
Lao resistance forces to claim they did not 
make it back. 

Local resettlement or voluntary repatri- 
ation appear to be the only two options 
open for many of the 70,000-plus Lao ré- 
fugees at the Chiang Kham, Nam Yao, 
Ban Vinai and Na Po camps. About two- 
thirds of the total population are hilltribe 
refugees with little chance or inclination to 
be resettled abroad; the bulk of these are 
Hmong, whose leaders say they will re- 
main where they are until the Vietnamese 
leave Laos. 

All but a few of the hilltribe returnees so 
far have been Yao from Sayaboury and 
Luang Prabang provinces, mainly because 
the Hmong fear persecution for the role 
they played fighting Vietnamese and 
Pathet Lao forces during the Indochina 
War. 

Only 524 hilltribe refugees departed for 
third-country resettlement in the first six 


Lao under guard in hailand: fresh hope of repatriation. 


three weeks in a transit centre before they 
receive new identity papers. Arrange- 
ments are then made to move them to 
their home villages. About 45% of the 
total so far have resettled in western 
Sayaboury province, which usually in- 
volves an 11-day boat ride; the rest have 
gone to either Luang Prabang in the 
north, the central Vientiane plain or the 
southernmost Champassak province. 


ften it takes three months or more for 
the Lao national committee for social 
security and war veterans to approve indi- 
vidual applications for repatriation. In 
many cases, names have to be sent to the 
provinces for checking and sometimes an 
entire list of applicants has been known to 
disappear. But while the delays in them- 
selves have created a certain foreboding 
among potential returnees, the UNHCR 
has no evidence of anyone being killed or 
sent for re-education. 
UN officials say about 60% of the 





months of this year, compared with 3,003 
for the full period of 1982, 4,437 for 1981 
and 46,286 for 1980. While the temptation 
may be to see this as paralleling the de- 
cline in refugee acceptances in general, 
the real reason is undoubtedly the reluc- 
tance of the Hmong to go anywhere. 
Under these circumstances, Thai and 
UNHCR officials have grown increasingly 
concerned at the lethargy which has crept 
into the Lao camps. “The problem now is 
not simply to provide basic necessities 
[but] services and support which are not 
only consistent with, but actually promote 
the options available for the people in the 
camps," said the chairman of the Bangkok 
refugee conference, Susan Walker. 
“There is an urgent need to study the role 
that voluntary-agency programmes can 
play in preparing refugees to face the al- 
ternatives . . . and in removing the impres- 
sion that the camps offer semi-permanent 
asylum in an environment where per- 
petual external support is guaranteed.” 











— By Nayan Chanda 
— Bangkok: While a fear of China tends to 
— divide Asean, the threat of growing Soviet 
- military power has brought members of 
- the five-nation grouping together. A 
— major divergence in the views of Thailand 
— — and Malaysia on Cambodia has been their 
_ differing perception of the Chinese threat 

to the region. That disagreement now 

seems to have been overshadowed by a 

- common perception of a threat from the 
Soviets. 
- — During recent interviews with the 
REVIEW, senior Thai and Malaysian offi- 
- — eials sounded the same alarm about the 
— danger of the growing Soviet presence in 
— the region if the Cambodia problem is not 
resolved. The secretary-general of the 
- Thai National Security Council, Prasong 
Soonsiri, is convinced that the principal 
- beneficiary of the Vietnamese presence in 
- Cambodia has been Moscow. The access 
- ^to Danang and Cam Ranh Bay obtained 
by the Soviets in 1979, he said, is being 
Sg Nada into a presence. 

According to Prasong, 15 Soviet war- 

B ps. including submarines, now operate 
Br out of Cam Ranh Bay. Soviet Bear 95-D 
— A reconnaissance aircraft and the 95-F anti- 
submarine version of the same aircraft 
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— By Patrice de Beer 
- Paris: The setting was a chateau at Nain- 
ville-les-Roches, in the French country- 
side 30 miles outside Paris. The subject 
- was the future of France's troubled South 
Pacific territory of New Caledonia, where 
— European settlers and native Kanaks, the 
_ Original Melanesian inhabitants, have 
^ been locked in an increasingly bitter con- 
F k flict over the territory's political future. 

— — In this lush and somewhat unlikely set- 
ting, Secretary of State for Overseas Ter- 
—  ritories Georges Lemoine succeeded in 
| bringing together the leaders of the two 

— — main communal groups in New Caledonia 
E rand persuading them to agree on a "final 
V E act” guaranteeing the rights of their re- 

__ Spective communities. 

Two years after the election of Presi- 
: M - dent François Mitterrand and only a few 

e months after Lemoine was put in charge of 





' Overseas territories, Paris has achieved 
aye looks like a domestic and interna- 
a ional success. Having shown the Euro- 
pean settlers, under the firm grip of High 
Commissioner Christian Nucci, that 
pow . thin Pat age never be the same as before, 


p BÀ growing Soviet presence in Southeast Asia 
Pe counteracts a fear of China among Asean countries 


regularly fly missions over the South 
China Sea from Cam Ranh Bay. Since De- 
cember last year two floating piers have 
been added to the Cam Ranh Bay facilities 
and a floating drydock has been brought 
to the Ho Chi Minh City port, An elec- 
tronic monitoring station has been set up 
by the Soviets in Cam Ranh 
Bay to eavesdrop on radio 
transmissions throughout 
Southeast Asia. 

Prasong estimates that 
the total number of Soviet 
civil and military personnel 
in Indochina has reached 
7,000. The most dramatic 
increase in personnel, he 
said, has been in Cambodia, 
where the number has 
grown to 6-700 in just three 
years. Although no new 
construction has been 
noticed in Kompong Som port, and 
though the port has not been visited by 
Soviet warships, the fact that up to 10 
Soviet-bloc ships now call there every 
month causes discomfort in neighbouring 
Thailand and Malaysia. 

"It bothers us to see Kompong Som port 


A, . 2 
-A coup in the countryside 
— Inarural chateau, France brings New Caledonian 
__ factions together to forge a new accord 


the Front Indépendantiste (FI) in power 
in Noumea with the support of the white 
moderates of the Fedération pour une 
Nouvelle Société Caledonienne (FNSC), 
Paris wanted a dialogue to be established. 

At first glance, it might seem odd to or- 
ganise a meeting of political leaders who 
meet regularly in the local assembly and 
who should have many occasions to see 
one another on their remote island half- 
way around the world. But the ethnic ten- 
sion has been so high in New Caledonia 
and the Kanaks have been despised for so 
long in a territory where the press is con- 
trolled by white extremists and does not 
give a chance to the nationalists to air their 
views, that the only way to talk was on 
neutral ground. Some subtle pressure 
from Paris may also have been put on the 
three main parties, the FI, the FNSC and 
the *Gaullist" Rassemblement Populaire 
Caledonien pour la République (RPCR), 
which. seeks to keep New Caledonia 
within the republic. 

Leaders from both sides attended the 
round table conference, led by Deputy 
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ag Som is so 
close to Malaysia that ifa a d were left to 
drift from there it would reach his country 
in two days. "It was our concern about the 
Chinese use of Kompong Som which took 
[then foreign minister] Tunku Ahmad 
Rithauddeen to Phnom Penh in 1978. He 
told the Cambodians very plainly about 
our worries.” 

However, Malaysian Foreign Minister 
Tan Sri Ghazali Shafie, tends to see the 
danger from the Soviets not so much as a 
direct threat to the region’s security — as 
Prasong does — but as a projection of 

power that is bound to 
2 heighten tension by provok- 

ing à Chinese counter- 
: move.'"Cam Ranh Bay is 
not really a base, nor is 

Kompong Som strategically 

important,” said Ghazali. 

“But the impact is essen- 

tially psychological.” 

What is more serious in 
his view is a determined 
Soviet effort to build its own 
independent positions in 
Laos and Cambodia and 
near total Vietnamese de- 

pendence on Moscow. "The longer it [the 
Cambodia problem] lasts, the worse it is 
going to be for Vietnam,” he said, “be- 
cause Vietnam is going to be irrelevant. 
Vietnam does not have the means to sup- 
port Cambodia and the people who are 
being trained in the Eastern-bloc countries 








Jean-Marie Tjibaou for the FI and MP 
Jacques Lafleur for the RPCR. Represen- 
tatives of the customary chiefs also at- 
tended but.extremists from both sides 
were conspicuously absent. 

Inevitably, the RPCR and the Fl could 
not agree on all matters. Moreover, the 
RPCR is divided between those who want 
New Caledonia to be a department similar 
to those administrative areas in metropoli- 
tan France and those, like Lafleur, who 
have admitted the necessity for au- 


_tonomy, even if they reject independence. 


After a final showdown, the three-point 
final act was adopted by the FI and the 
FNSC with the RPCR expressing some re- 
servations. 


he text goes as far as "recognising the 

legitimacy of the Kanak people, who 
were] first to occupy the land" and who 
have the "right to independence within 
the framework of the self-determination 
process included in the French Constitu- 
tion." This right is “equally open for his- 
torical reasons to the other ethnic groups 
whose legitimacy is recognised by the re- 
presentatives of the Kanak people." Both 
sides admit that the "colonial situation" 


must be abolished once and for all and that 


Melanesian civilisation and customs must 
be recognised, while the.right to self deter- 
mination of the fei must be given 
priority., 


"and ving formed a coalition which put | Chairman of the Council of Government Such.. statements Aug. new in New 
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will not come back very pally with the 
Vietnamese." And the bigger the Soviet 
presence and influence becomes in In- 
dochina, Ghazali predicts, the more in- 
tense the Chinese effort will be to subvert 
the area. 

Prasong refused to be drawn into a dis- 
cussion of what the Chinese were doing to 
subvert Vietnam and pointed out that 
anti-Hanoi resistance movements existed 
in all three countries of Indochina before 
Peking stepped in to support them. How- 
ever, knowledgeable Western analysts say 
that as well as helping the Khmer re- 
sistance with weapons, medicine and 
money, the Chinese have set up a network 
to support the Lao resistance. It is esti- 
mated that a battalion of ethnic Lao and 
minority peoples has already been trained 
in a school in Yunnan province. Some of 
these Chinese-trained commandos are be- 
lieved to be responsible for occasional acts 
of sabotage and ambush reported from 
Laos. 

The Thai worry about the growing 
Soviet presence seems mitigated by a con- 
fidence that the resistance in Cambodia 
and Laos will not die down, and by a feel- 
ing China will not let Vietnam hold sway 
over those two countries. Bangkok feels it 
is going to be a long war but that in the end 
Vietnam will have to accept the reality of 
Khmer and Lao nationalism and the fact 
that China is a regional power. “I would 
like to remind Hanoi," Prasong said, "that 
the powers they defeated — the French 
and the Americans — did not live here [in 
the region] but that the Chinese do." 


Caledonian politics. For the first time, 
each side recognises openly the rights of 
the other. Fortheir part, the FI leaders ap- 
pear to have renounced their plan for a un- 
ilateral declaration of independence in 
1984. It is obvious that, on both sides, the 
extremists may denounce this com- 
promise as “treason.” 

Some Kanak groups have refused to 
join the talks. The leadership of the 
RPCR has been accused, by some die- 
hards, of giving up too much to the 

“socialist-communist government” in 
Paris. A violent incident such as that in 
which two French gendarmes were killed 
by members of a Kanak tribe, or the more 
frequent cases in which Melanesians are 
killed by whites, could stir tension at any 
time. 

But now a framework for constitutional 
negotiations aimed at drafting a new 
status for the territory, based on a very 
large degree of autonomy and with the 
possibility of paving the way for indepen- 
dence through a referendum, has been 
created. One cannot exclude the possibil- 
ity that in the not-too-remote future a 
New Caledonian flag may float over Gov- 
ernment House in Noumea. This pros- 
pect, like the June visit to the South 
Pacific by presidential adviser Regis De- 
bray, could help improve France’s image 
in the area in the weeks before the ye: arly 
meeting of the heads of state and govern- 
ment of the Pacific Forum countries. 
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vats like these with hard maple charcoal to help 
make the world’s smoothest whiskey. 
For over 110 years, we ve done 
something special to our 
whiskey. We “charcoal 
mellow” it before aging. 
That means every drop 
must filter through a 
vat of hard maple char 
coal ten teet dee] ? sen 
Afer chi e à process that es 
many Km But the results are worth 
it: a flavor smooth enough to win six 
gold medals in whiskey competitions 
all over the world. Once you try ik m 
Jack Daniel's, we believe you ll appre- Eius 
ciate why we charcoal mellow 
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E By John McBeth 
Bangkok: When powerful Thai army as- 
— sistant chief of staff Lieut-Gen. Chaovalit 
- Yongchaiyut first mentioned the existence 
of a so-called Green Star. communist 
—movement a few weeks ago, the story 
_Greated a considerable stir in the Thai 
- press. There is little doubt that what he 
wi ; referring to was the Laos-based Pak 
ied ai (New Party) which split from the fal- 
ering Peking-backed Communist Party of 
T ailand (CPT) in 1979. 
Widely believed to be under the leader- 
ship of lawyer Bunyen Warthong, Pak 
Mai is still a decidedly shadowy organisa- 
tion. Indeed, on several occasions in the 
ist Thai officials either denied it had 
n formed or simply confessed they 
w nothing about it. 
— Chaovalit's mention of Green Star dur- 
m a briefing for opposition Chart Thai 
- Party members on July 11 appears to have 
_ changed all that, given the subsequent 
7? publicity. What interested diplomats and 
Other observers was not only the timing of 
statement, but also why the 51-year- 
C old strategist chose a Chart Thai caucus as 
forum. He also went on to raise the 
Jodie of official concern over the south- 
"ward spread of the Burma Communist 
- Party and the potential threat it posed to 
 Thailand's western border. 

Could it, they were asking themselves, 
hi ve anything to do with a perceived need 
to justify the continued heavy expenditure 
for defence and internal peacekeeping 
0 utlined i in the Baht 192 billion (US$8.3 
billion) 1983-84 budget? Significantly, 
 Chaovalit's briefing came only 11 days 
- after the budget passed its first reading — 
< a debate marked by criticism of defence 
spending and specifically the Baht 1 bil- 
lion alloted for the controversial secret 
p (REVIEW, July 14). 

Loosely earmarked for covert opera- 
tions related to national security, the fund 
is Ag of a Baht 38 billion appropriation 
the Defence Ministry, which repre- 
nts 19,896 of the total budget. Last year, 
Baht 37.14 billion was voted for defence, 
or 21% of proposed overall expenditure. 
_ MPs questioning the size of the fund said 
qb could not understand why it was so 
a Bha when the government had claimed 
- Victory in the 18-year struggle against the 

- CPT. Officials now put the number of 
armed. guerillas in Thailand at 3,000 

(down from an estimated 12,000 in 1977- 

78), and say most of those are operating in 
"he southern provinces. 

-Chaovalit told Chart Thai MPs that 
E about 2-300 pro-Soviet Green Star opera- 
- tives had crossed from *a neighbouring 

try" — clearly Laos — to establish a 
- foothold in the northeast. “This is an ur- 
— gent matter because a communist move- 
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r: Shadowy star-gazing 


A general gives prominence to a communist be à 
ham perhaps to justify controversial defence spending 


ment with foreign backing could develop 
into a formidable problem,” he was 
quoted as saying. 

Mass defections over the past year have 
made deep inroads into the CPT strength 
in the northeastern provinces. The only 
known holdouts in the upper part of the 
region are about 40 insurgents under cen- 
tral committee member Prachuab Ruan- 
grat, who are thought to be in the Na Kae 
district of Nakhon Phanom province — 
once the hottest insurgent area in the 
country. Further to the south, about 4-500 
insurgents are still operating out of a range 
of hills traversing Buriram and Nakhon 
Ratchasima provinces. 

It now seems probable that by referring 
to Green Star, Chaovalit was using a more 
catchy label for Pak Mai. Intelligence 





sources say groups of 10-12 agents sighted 
so far in the border provinces of Surin, 
Mukdaharn, Nakhon Phanom and Loci 
have been wearing Pathet Lao-style army 
uniforms with green stars as shoulder 
flashes or sewn on berets and forage caps. 
Most have been armed, but they are solely 
intent on organisational work and have 
been giving government troops a wide 
berth. 


udging from official pronouncements, 

Mukdaharn appears to have been the 
initial target of Pak Mai. In early June, 
district officer Somphong Matrat acknow- 
ledged in an interview with the REVIEW 
that Pak Mai agents had been in contact 
with defectors from former CPT Zone 
444, many of them living with relatives 
and friends in villages scattered through 
Mukdaharn and Yasothorn provinces. 
More intriguing, however, have been re- 
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teresting question whether ys may Fave 
infiltrated from Vietnamese-held Cam- 
bodia. 

Prominent CPT defectors remain scep- 
tical over both the claimed increase in the 
level of the New Party's activities — still 
extremely low by any standards — and its 
potential for expansion. Some adhere to 
the contention that the government is 
creating a situation to justify budgetary 
expenditure and others openly wonder if 
the CPT may be trying to draw attention 
away from itself. Former Zone 222 pro- 
vincial committee member Vithit Chan- 
dawong, who left the jungle earlier this 
year rather than take the other option of 
joining Pak Mai, feels the party's success 
in gaining grassroots support may depend 
largely on its ability to win over former 
CPT officials. 

Vithit recalls that in early 1982, he sent 
an emissary to Vientiane to learn about 
the Lao party's attitude towards dis- 
affected CPT elements in the northeast. 
"The answer was that the Lao party re- 
garded the top leadership of the CPT as 
their enemy and that while it sympathised 
with lower-ranking cadres it was not in- 
clined to trust them," he said. 

Still, Chaovalit may be quite correct in 
saying — as he did during his July 11 brief- 
ing — that while the Thai armed forces 
had overcome a revolutionary war, it was 
too early for the government to drop its 
guard. “Until we eliminate all conditions 
conducive to a civil war, the communists 
have not been defeated," he declared. 
Those conditions, Chart Thai MPs were 
told, included corruption and misuse of 
authority. 

He might also have mentioned concern 
in some quarters over the welfare of 
thousands of former CPT members and 
their dependants in the northeast, many of 
whom are facing serious difficulties in ad- 
justing to life in open society. "There 
seems to be no policy at cabinet level that 
has approved a national programme in 
terms of what they are going to guarantee 
these people.” one military observer said. 
"The military has done some things, but 
now it has become an inter-agency thing 
with all the inherent problems and it is not 
working its way through the system.” 

Although the exact conditions are not 
clear, Zone 444 insurgents were the only 
group to extract promises of assistance 
from the government before their mass 
surrender in December last year. But al- 
ready a scheme to resettle them in a jungle 
area on the Yasothorn-Mukdaharn pro- 
vincial border has run into opposition 
from the Forestry Department (REVIEW, 
June 23), which wants to preserve the na- 
tion's remaining forest reserves. 

Further to the north, the situation ap- 
pears even more disturbing, with many 
defectors homeless and unable to find em- 
ployment. Although there is no indication 
they have actually taken up arms a pun 
30-40 defectors from CPT Zone 33 
reported to have gone through with their 
threat of returning to the jungle, adi 
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“Kellogg Rust’s construction 
safety record amounts to 





important savings. 





“In money. And in people. 


In the USA, the Business Roundtable, an association of 200 
Chief Executive Officers of major corporations, ascertained 
that jobsite accidents cost the industry an estimated $8.9 
billion — or 6% of the total annual expenditure on construc- 
tion. A cost that is shared by owners, constructors — and the 
people who actually suffer injuries on the job. 

Kellogg Rust's ongoing dedication to jobsite safety can 
help lower that cost. With safety programs that get results. 
In each of the past 18 years, at least one of the Kellogg Rust 
companies has been rec by the National Construc- 
tors Association (USA) — for safety records at least 25% 
better than the American national average. It's part of our 
worldwide commitment to reduce and conserve your con- 
struction and engineering investment. To make your project 
or megaproject more efficient. And less costly. 

In money. And in people. 





@ KelloggRustinc. ... 


One of The Signal Companies 6 
Three Greenway Plaza East 

Houston, Texas 77046 

Telephone (713) 960-2000 

Telex 762556 


The M. W. Kellogg Company 
Rust International Corporation 
Kellogg Rust Synfuels Inc. 

KRI Constructors Inc. 

Kellogg Rust Constructors Inc. 


Robert W. Page, CEO 
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ever since India became independent 
~ WWhas there been a time when it has been 
— so widely feared, and so openly said by so 
— many, that the prime minister of the coun- 
~ try has become a danger to national unity. 
— Is the charge justified? The answer in- 
—  volves many complexities and details, but 
—— first the charge must be stated. 
Prime Minister Indira Gandhi is, of 
~ course, an intensely patriotic person, and 
— would never do anything deliberately to 
— harm India. However, she is completely 
— Convinced that she alone — and, after her, 
—— her son — can save the country. Therefore, 
= she firmly believes she and her son must 
have absolute power. Her patriotic duty to 
- save India is a complete justification in her 
— eyes for anything she may do to win and 
- retain absolute power. 
© Because of her blind faith in her own in- 
— fallibility, Mrs Gandhi does not see that 
— her methods of attaining her aim of abso- 
— — Jute power can become a threat to India's 
— unity. Her methods have made her an ab- 
— solutist, and absolutism has always been 
- — bad for India's health. 
— . Some of her methods are particularly 
| k dangerous. The first is emasculating all in- 
- Sstitutions and replacing their functions 
— — with her personal and quite often arbitrary 
= —and coercive authority. The second is to 
- choose only yesmen and dwarfs as her 
— colleagues. The third is to promote crises 
- instead of resolving them. The fourth and 
the latest is the most dangerous. 
— — Having lost nearly the whole of South 
— [ndia and some crucial states on the north- 
- astern and northern periphery, Mrs Gan- 
= dhi is making a fortress in Gangetic India, 
—— where she continues to be popular, espe- 
— Cially in the states of Uttar Pradesh, Bihar, 
— —Madhya Pradesh and Rajasthan, which 
_ form the core of pristine Hindu-Aryan 
— — India and are also known as Aryavrata. 
— . There are many aspects of the legacy of 
~ her father, the late prime minister 
K Jawaharlal Nehru, to which Mrs Gandhi 
— has proved untrue — but to none more 
E- than to his tolerance of, almost pride in, 
__ the diversity and complexity of India. He 
| too could be heartless and cunning in de- 
- molishing challenges to his power. But he 
— laid no claim to absolute wisdom, and was 
— eclectic almost to a fault, His mind was a 
—— mosaic, just as India is, and so was his 
d = power structure a mosaic in which 
* Strength grew out of the many diverse al- 
—  legiances he was able to conjure out of 
— India’s diversity with his many-sided per- 
A. $onálity. 
This, and his genuinely democratic na- 
- — ture, allowed him to make out of his col- 
= leagues almost a collegiate of power in 
which there were many voices, diverse 
wisdoms, and easy dissent. Hence in his 
_ party and his government there were 
— many men who were the most respected in 
_ "their own states or regions. They pooled 
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their regional power with his national 
power, just as they took a lot back from 
him to their own home bases. His col- 
leagues could not compete with his power, 
much less challenge it. But they were big 
enough to enhance his power by adding 
their own to it. This made the power of the 
whole collegiate of the party and govern- 
ment more widely based and more stable. 

Even though he towered above 
everyone, Nehru's tolerance of the need 
of others to be seen standing beside him 
(apart from his shrewd realisation that this 
gave added dimensions to his own power) 
made his politics assimilative. Standing 
beside him in the party and the govern- 
ment did not fulfil the pride and ambition 
only of Nehru's colleagues as individuals. 
It also gave a sense of fulfilment, an assur- 
ance that they too had a place in the sun, 
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Mrs Gandhi: yesmen and dwarfs. 


to the states, regions and communities 
from which they came and which iden- 
tified with them. 

Therefore, Nehru’s respect for the loy- 
alty of colleagues further assured him of 
the loyalty of whole regions, not only of 
the few hundreds who constituted the 
collegiate. This assimilative aspect of 
Nehru's politics was one of the sources of 
India's unity, and was especially comfort- 
ing for non-Aryan South India and for 
all. lingustic, cultural and religious 





Pran Chopra, a former editor of The 
Statesman, resigned his editorship on 
the principle of editorial independence. 
He is currently associated with the 
Centre for Policy Research, New Delhi, 
a privately funded, independent organi- 
sation specialising in foreign relations, 
social issues and rural development. 















. The home-made ‘foreign hand’ 


minorities. It gave them the assurance that 
if such politics continued they would also 
secure the place due to them alongside the 
Aryavrata. Nehru reinforced the assur- 
ance, gave it form and durability through 
the many genuinely consultative institu- 
tions he nurtured in the party and the gov- 
ernment. These reinforced the web of 
functions which held the centre and the 
periphery of the Indian polity together. 

Mrs Gandhi has changed all that, with 
consequences which have often been the 
reverse of her aims. She has deflated the 
institutions built up by Nehru because she 
found them a constraint upon arbitrary 
power. She has packed the governmental 
and party hierarchies with people who 
have no standing in their own regions or 
anywhere else in their own right, whose 
very survival in public life depends upon 
her nod. Through these totally subser- 
vient hierarchies she has tried to impose 
the uniformity of her personal power upon 
the vast diversity of the country. 

The results are bad for her and worse 
for the country. Her power over the struc- 
tures created by her is absolute, but it is the 
power of only one person. Her colleagues 
cannot extend her power with theirs be- 
cause they have none. With only emascu- 
lated hierarchies to work with, her own 
power also lacks effective instruments and 
reach. In finding answers to crises and her 
multiplying problems she has only one 
guide, her own wisdom, which is more dis- 
tinguished for unparalleled cunning in de- 
vising stratagems than for statesmanship. 

She has total power over those who owe 
allegiance to her but has no bridges, and 
cares not to find any, to throw to the alien- 
ated. There is no one in her team of 
nonentities that they can identify with, 
which means there is no one in her team 
who can bring her their allegiance. Her re- 
fusal to have around her people who have 
political stature in their own right thus 
makes her power and politics divisive. 

Thus, while she has striven for omnisci- 
ence and omnipotence, for total loyalty 
and obedience, the reach of her power has 
actually shrunk, repeating the classic fate 
of absolutist power. Her party has lost 
more states to opposition parties than at 
any time before (except when she herself 
was out of power briefly). The states op- 
posed to her are more bitterly opposed 
than ever before. Some of those that are 
with her still are not effective because her 
party lacks local leaders of competence 
and credibility. The result is that dissen- 
sion, disorder and dissidence permeate 
the polity as never before. 

Such problems are not new. They are 
bound to exist in a country of this size and 
complexity, with its vast multiplicity of 
deeply rooted group identities which came 
together into a single political system less 
than 40 years ago. Nehru also had prob- 
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lost heavily in 
tlesin which 
mber of par- 
tiched in their 
?jdn all these 
de and aspira- 
e& centralising 
& of Mrs Gan- 
Is ii blames it all 
on ithe machiaatioge . n-named and 
mysterious ' ‘foreign hand" which she veh- 
: ntly alleges is trying to Balkanise 
lia, whereas the fact is that regional 
sentiments have been encour áged by her 
methods. 

Tt is not the case that eroaa senti 
ments have become stronger. But the ar- 
rangements carefully devised by Nehru to 
accommodate them s satisfactorily within 
thé national frame have been weakened 
by Mrs Gandhi's policies. Instead of being 
subsumed within the national polity, they 
have been externalised. As a supporter of 
Mrs Gandhi put it very recently, no 
foreign hand is responsible for her prob- 
lems, but a situation has been created 
which could be to the liking of some 
foreign powers. The situation is a home- 
made one. 

It is also a dangerous one: Ble can harm 
India's political stability and integrity 
more seriously and faster than can any 
"foreign hand” or foreign power.. But in- 
sofar as its main causes lie in the manner in 
which Mrs Gandhi has chosen to exercise 
her power in ruling the country, the rem- 
edy is within her easy reach. Unfortu- 
nately, however, she has chosen: only to 
perpetuate and intensify the situation be- 
cause she believes she can turn it to her 
electoral advantage. 

In three areas which are éritical for 
India's security — Assam in the northeast, 
Punjab in the northwest and Kashmir in 
the north — ‘she threw away one chance 
after another “Of anticipating ‘crises of - 
which there ‘had been ample warnings, 
then of resolving the crises once they blew 

id finally of. 
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— which án a real sense means he rself — 


sharing power with anyone. | iH 
.. Mrs Gandhi clearly seems to have per- ||] 
| suaded. herself that crises themselves. are ||} 
‘vehicles for her. power. dud make the 


country look up to a strong leader instead 
of seeking. democratic and constitutional 
niceties, especially if the alleged threat 


inspired. Crises widen her options, and 
she has shown-in the past how suddenly 
and skilfully she can spring one or another 
of her options upon the country. 

Once she used the option of ruling the 
country under the emergency powers of 
the constitution. More often she has used 
her brilliance in inventing ‘populist 


stratagems for swinging the voter in her 


favour. The current situation is building 
up both options for her. 

The emergency option is an obvious 
one. But she is also building up a more 
subtle one. Aryavrata is the heartland of 
Indian pride in the Hindu empires which 
flourished up to the early centuries of the 
Christian era. The present-day Hindus of 
Aryavrata have a powerful nostalgia for 
the glory of those imperial days, though 
the nostalgia i is denounced as latent Aryan 
neo-imperialism in much of South India 
and nearly all non-Hindu India. 
Therefore Aryavrata responds with a 
special. anguish whenever non-Hindu 


India, South India or people on the Indian 


periphery can be convincingly (even if 
falsely) shown to be rebelling against the 
centralising power of New Delhi. Mrs 
Gandhi is trying strenuously to-do so. 

The Aryavrata region also happens to 
have a RE more than half the seats in 


6 While she has striven for 
omniscience and omnipotence, 
for total loyalty and obedience, 

the reach of her power has 
actually shrunk, 3 


parliament. Therefore if Mrs Gandhi can 
arouse this region — and she is doing very 
well so far — against the states which have 
rebelled against her authority, she can win 
the next general election. But the country 

will be split into two, and how well even 
V will be able to run itis another matter, 
because a confrontation between the 
Aryan-Hindu core and non-Aryan and 
non-Hindu India would be a nightmare 
and potentially the darkest. threat to 
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You may not be interested in cattle: 
specifically, but if you want this kind of 
detailed information on trade between ! t 
i! United States and China, you need. : 


US-China Trade 
Stati stics 1982 


It lists some e 1,600 products exp 
People’s Republic of China and | 
2,800 products imported from Ch 
— both unit quantities and. dollar values 
of the past five calendar years. 
Published by the National Council 
US-China Trade, the annual statistica 
pilation includes expanded informat 
a new format, This 140-page volume 
$5.19 billion worth of imports and e 
which can be quickly and easily ¢ 
| referenced by seven-digit tariff ar 
based classification numbers or SITC 
(Schedules A, B and E) groupings. h. 
includes: 
9 A revised and expanded introduction 
with information on China's world tr; 
as well as US-China trade trends; 
Imports and exports at three levels of 
specificity; 
Analvses of US exports to and impor 
from China 1978-1982, allowing you t 
track trends in all sectors immediately 
All-new tables on US textile imports f 
China 1978-1982 (a third of all import 
from China), broken down by garment 
type and fabric content; and 
Tables illustrating recent US trade tre 
with the PRC and China's trade with... 
selected foreign countries. 
US-China Trade Statistics 1982 is an esse 
tial research tool for every trader and mam 
facturer interested in marketing opportuni 
ties in the PRC. Free to members of the.. 
National Council, it is available for sale to. 
non-members at US $40.00 prepaid (posta 
and handling included). | 
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*The number increased from 6,616 in 1978 t0 322 489 ji 
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Mal to: National Council for US-China Trac 
Publications Sales Department 
1650 Seventeenth Street, NW, Suite 3580 
Washington, DC 20036, USA | 


| I would like to E TEN es COpy/i 
of US-China Trade Statistics 1982 at 
$40.00 each. Í 


check for US$... i 


Please bill me. 


a 


J My 
C 









L| Please send me information on 






other publications. 







MATE eee e e 









SAS ac eros dd aded us Ld 




















INDIA 


LS 
he Vikrant; Venkataraman: plans to extend the arms lead. 





Arms are the aim 


New Delhi seeks new equipment for its military forces — 
and expects to be a major exporter of weapons 


By Salamat Ali 


New Delhi: India plans not just to main- 
tain its current superiority in military 
hardware over neighbouring countries: it 
wants to extend its lead as well. New Delhi 
intends to achieve this by upgrading its 
own arms industry and also by buying top- 
'grade equipment for all three services of 
its armed forces from the Soviet Union 
and Western Europe. The range of wea- 
pons already obtained or being considered 
includes advanced armoured vehicles, a 
second aircraft carrier, improved sub- 
marines and a sophisticated anti-sub- 
marine weapons system. 

During a recent visit to Moscow by 
Defence Minister Ramaswamy Ven- 
kataraman, India concluded a major arms 
purchase with the Soviets, many details of 
which have yet to be announced. Apart 
from that deal, new purchases have in- 
cluded 12 British-made Sea King Mark 5 
helicopters, armed with weapons for at- 
tacking both surface ships and sub- 
marines. 

Industry sources said the contract is 
worth £250-300 million (US$382-459 mil- 
lion) for three British companies: West- 
land, Rolls Royce and British Aerospace. 
The last makes the Sea Eagle missile, 
which was tested successfully in June for 
the first time. The British armed forces are 
to be equipped with the Sea Eagle in 1986, 
and India is to be supplied the same year 
and will be the first country outside Bri- 
tain to receive it. 

The Sea Eagle missile skims at high 
speed above the sea's surface, in a similar 
fashion to the French Exocet which 
Argentina used to such effect in the Falk- 
land Islands conflict. India is worried by 
the fact that Pakistan has mounted 


Exocets on its own Sea King helicopters, 
but the Sea Eagle has a 30-km. advantage 
in range over the Exocet. 

India originally wanted to buy Exocets, 
and France was willing to sell them. But 
exploratory talks came to nothing during 
French President Frangois Mitterrand’s 
visit to New Delhi last November when 
the French flatly refused to transfer the 
technology needed to manufacture the 
missile locally. 

Confirming the deal with the British, 
Venkataraman brushed aside fears over 
the country's defence which stem from 
Pakistan's acquisition of the F16 fighter- 
bomber from the United States, He men- 
tioned plans to buy the airborne warning 
and control system known as Awacs, but 
gave no details. 


T Ai baike emphasised that there 
was no question of any of India's neigh- 
bours gaining air superiority. He noted 
that with Anglo-French Jaguar aircraft al- 
ready bought, and the Mirage 2000 com- 
ing from France, plus the supply of an un- 
identified version of the MiG series which 
he described as more than a match for any 
aircraft in its class, India would maintain 
superiority over all its neighbours. The 
MiG aircraft that he mentioned is differ- 
ent from the MiG27 that India is begin- 
ning to produce locally. Pakistan Presi- 
dent Zia-ul Haq spoke to the REVIEW re- 
cently about India having MiG29s as well 
as the MiG27 (REVIEW, Aug. 4). 

The defence minister said nothing 
about India acquiring a second aircraft 
carrier to accompany the Vikrant, but it is 
well known that India does want another 
such warship. The Vikrant is at present 





being refitted with advanced weapons. 

As part of moves to upgrade its armour, 
India acknowledged on July 24 that it had 
received an undisclosed number of a new 
version of the Soviet T72 tank armed with 
a 125-mm. main gun — larger than those 
on tanks produced in the West. Some In- 
dian armoured regiments already have an 
earlier and inferior version of the T72. 
India now wants the Soviets to provide the 
technology for the local manufacture of 
the special steel required for the chassis 
and also for advanced equipment such as 
the laser rangefinder mounted on the up- 
graded T72. 

Moscow is reluctant to comply, arguing 
that technology transferred outside the 
Warsaw Pact area inevitably reaches Nato 
intelligence services. Whatever agree- 
ment has been reached on transferring 
technology, it is said to be on condition 
that a Soviet engine is used to power 
India's own main battle tank, now being 
developed. 

Although there are still gaps in India's 
domestic armaments industry, significant 
growth and diversification has been 
achieved in the past two decades. While 
aircraft engines are still imported, light 
combat aircraft are manufactured locally, 
and the MiG21 has been produced here 
for some years. A variety of warships, 
mostly small, is built in local docks, and 
some types of radar and other electronic 
equipment suitable for all three services 
are also made. 

Arms production has been expanding 
fast, from a value of Rs 4.837 billion 
(US$488 million) in the fiscal year ended 
in March 1981 to Rs 10.677 billion last fis- 
cal year and an expected Rs 12.6 billion at 
the end of the current vear. Profits are also 
up, from Rs 205 million in 1980-81 to 
Rs 714 million last véar and an estimated 
Rs 923 million this year. Exports during 
the current year are expected to be Rs 410 
million, up from Rs 130 million in 1980-81. 
Expectations for the future are even 
higher: by 1984-85 India's arms sales 
abroad are expected to be worth more 
than Rs 3 billion, and the country may be- 
come a large exporter of small arms. @ 
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In Hong Kong, there is a hotel for 
perfectionists 

Who demand nothing less than 
marble bathrooms, with separate 
showers and sunken tubs. 

And who consider the marble stair- 
case leading from the lobby to the 
ballroom to be the finest in the 
world. 

Such people expect their hotel to 
have remarkable service. Famous 
restaurants. A pool worthy of the 
name, And a spectacular view of 
the city. 

The Regent of Hong Kong lives up 
to all this. And more 
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è AS Richard Stone, representing 
United States President Ronald Reagan, 
tours the capitals of Central America 
and the rulers of those countries at last 
negotiate in what could prove to be a 
final desperate effort to preserve some 
sort of peace; as Cuban leader Fidel Cas- 
tro trades threats and hints of possible 
concessions with Washington; as the US 
Navy prepares to demonstrate an anach- 
ronistic determination to uphold the 
Monroe Doctrine by manoeuvring off 
hostile coastlines; as the number of 
American "advisers" in El Salvador, 
builds up; as military exercises are plan- 
ned in Honduras and Reagan plans to 
defy congress and continue the CIA's 
covert support of anti-government 
guerillas in Nicaragua, those voices who 
claim that there is no parallel to the 
build-up to the war in Vietnam seem less 
and less in touch with reality. 

They still seem to believe that distance 
makes a vital difference and that in its 
own backyard the US still has the right to 
overthrow governments of which it does 
not approve while supporting others 
who fail to inspire the loyalty of their 
own people and who are unworthy of US 
support anyway. Just as in Vietnam 
Washington had its eye on China, from 
whose then-baneful influence the US 
wanted to defend the rest of East Asia, 
so today it eyes Havana, determined to 
maintain the status quo in Mexico. 

There are many books which Reagan 
and his strategic advisers could with pro- 
fit read today, if only they were prepared 
to draw the right conclusions. One of 
them is the recent volume of reminis- 
cences by Mohamed Heikal, the distin- 
guished former editor of the Egyptian 
newspaper A? Ahram. He recalls the 
1965 visit to Cairo by Zhou Enlai, the 
late Chinese premier. From Zhou's lips 
the late Egyptian president Gamal 
Abdel Nasser learned with surprise that 
China did not want the US to withdraw 
its troops from Vietnam. 

Zhou said: "We are afraid that some 
American militarists may press for a nu- 
clear attack on China and we think that 
the American involvement in Indochina 
is an insurance policy against such an at- 
tack because we will have a lot of their 
flesh close to our nails. 

“So the more troops they send to Viet- 
nam, the happier we will be, for we feel 
that we will have them in our power, we 
can have their blood. So if you want to 
help the Vietnamese you should encour- 
age the Americans to throw more and 
more soldiers into Vietnam. We want 
them there. They will be close to China. 
And they will be in our grasp. They will 
be so close to us, they will be our hos- 
tages." 

e SURPRISINGLY little attention has 
been paid to another revelation about 
the Zhou-Nasser talks in the Heikal 
book. Allegedly, Zhou told his host that 
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China was using opium to accelerate the 
demoralisation of the US soldiers in 
Vietnam: "Some of them are trying 
opium, and we are helping them. We are 
planting the best kinds of opium espe- 
cially for the American soldiers in Viet- 
nam." 

When Nasser looked disquieted, Hei- 
kal says that Zhou added: "Do you re- 
member when the West imposed opium 
on us? They fought us with opium. And 
we are going to fight them with their own 
weapons." Even more threateningly, 
Zhou went on: *We want them to have a 
big army in Vietnam which will be hos- 
tage to us and we want to demoralise 
them. The effect which this demoralisa- 
tion is going to have on the United States 
will be far greater than anyone realises.” 

This is surprising, to say the least. Al- 

though at the time allegations were 
made that China was exporting opium to 
Hongkong and to the West, they were 
mostly made by the Kuomintang, the 
Soviet Union and the American ultra- 
Right. Anti-narcotics officials, including 
those of the United Nations’ Interna- 
tional Narcotics Control Board, always 
denied that there was any evidence to 
support these claims. Certainly one of 
the greatest achievements of China’s re- 
volution was the eradication of narcotic 
addiction which permeated so many 
levels of Chinese society. Although 
there were sporadic reports of opium- 
growing by the hill farmers of Yunnan 
province and of the crops finding their 
way down into the Golden Triangle, 
these were never confirmed. China took 
severe action against anyone involved in 
drugs (an execution took place in Kun- 
ming, the capital of Yunnan, only a few 
years ago). 
e ITiscurious too that Zhou mentioned 
only opium. The amount of this drug 
which combat troops could consume or 
smoke would hardly be sufficient to 
cause massive demoralisation — that 
process requires an addiction to many 
pipes a day. In other words, in order to 
achieve Peking's alleged aims, the 
opium would have to be refined into he- 
roin, of which Zhou made no mention. 

Nevertheless, despite Peking's revul- 
sion for the drug, it is just conceivable 
that China did play a part in promoting 
the high incidence of drug addiction 
among Gls in Vietnam. And the rest of 
Zhou's prediction was correct: a post- 
Vietnam demoralisation did sap Ameri- 
can will. It resulted in the election of 
Jimmy Carter and his preference to use 
diplomacy to solve the crisis of the Ame- 
rican hostages held in Teheran, while 
East Asia wondered uneasily about the 
value of Washington's commitment to 
this part of the world. 

If the election of Reagan signalled the 
return of American resolve — and thus à 
questionable willingness to attempt to 
impose military solutions on overseas 


crises — it would be a tragedy if Reagan — 
decides to fritter that resolve away again 
in a new, vain attempt to control others’ 
destinies. 

e TWO unusual 
comments from 
London on the fu- 
ture of Hongkong: 
the first, a piece of 
graffiti, with an |f 
added comment, |f 
in the West End of 
London,  photo- 
graphed by N. P 
Steadman, which 
appears to imply 
that the Second 
Coming will not 
solve all our prob- 
lems. 

The second comes from the columns 
of the once-august The Times of London f 
from the pen of its diplomatic correspon- 
dent Henry Stanhope, and was spotted | 
by Michael Winckless in the July 2 edi- | 
tion, It implies that if the present talks. 
over the future fail, Hongkong will be | 
converted into one giant Chinese restau- | 
rant: 


Negotiators will start discus- 
sing how to ensure the colony's 
prosperity after what 


could 
otherwise be a Chinese take- 
away.on expiry of Britain's lease 
on New Territories in 1997, 





e A VISITOR to China was inconveni- f 
enced by a signboard outside one of the 
toilets in Canton's Dongfang Hotel, — 
which enjoined a considerable amount - 
of self-discipline on the part of the 
hotel's guests. It read: 

CLEANING UP — 

REPRESS ACTION. 
e ANOTHER traveller in China, Claus | 
Ritting from Hamburg, was amused 
when a group he joined to view the 
scenic delights of Guilin was carried ina 
bus labelled Guilin Automobile & Plea- — 
sure-Boat Team for Foreign Affairs: 
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e SOME readers of the REVIEW may be 
interested in a new product being adver- 
tised by one of China's state trading - 
corporations: 


JIU XIAN Capsule isa 


new drunk-preventer to 


be taken before drinking. 
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Black marketeer sells Jeans in Moscow; soldiers in Red Square: ‘even guns are for sale. 





Out for a fast rouble 


The occupation of Afghanistan adds a new dimension 
to the corruption that permeates Soviet society 


By Christopher Dobson 

t is said that all occupying armies are 

eventually corrupted by the country they 
occupy. It would seem that the Soviets in 
Afghanistan are no different from any 
other occupiers. The guerilla war in Af- 
ghanistan has in fact added a new link in 
the chain of corruption in Soviet society 
that President Yuri Andropov is trying to 
fight, and a whole new market-place for 
Soviets out to make a fast rouble. 

The black marketeers on both sides in 
the Afghan conflict forget national differ- 
ences and cooperate in their illegal 
capitalist endeavours on a scale which en- 
rages the Soviet authorities, who find it 
virtually impossible to coax any degree of 
willing cooperation out of the ordinary 
Afghan. Soldiers sell their equipment, 
even rifles and ammunition, though they 
know they may be used against their com- 
rades. In a macabre development re- 
cently, four members of a Soviet air trans- 
port unit were arrested for smuggling furs 
in the coffins of soldiers killed fighting Af- 
ghan rebels. On a much higher level, the 
Soviets arrested some 200 people earlier 
this year and charged them with smuggling 
currency. Most of them worked for the 
Soviet airline Aeroflot. 

A senior member of the Khalq faction 
of the People's Democratic Party of Af- 
ghanistan has also fallen victim to An- 
dropov's attempted crackdown. Sent to 
the-Soviet Union on official business, he 
took the opportunity to do some black 
marketeering on the side and was sub- 
sequently understood to be undergoing 
examination in the Lefortovo prison, the 
KGB investigation centre in Moscow. 

One of the great difficulties facing An- 
dropov and his anti-corruption squads is 
knowing how to deal with the ethnic 


minorities, for what the central authorities 
regard as corruption is regarded as tradi- 
tional by the republics of the south and 
east of the Soviet Union. A recent case in 
Azerbaidjan, for example, brought about 
the arrest of Vagif Geyushev, a collective 
farm chairman. 

Geyushev, planning a celebration, kill- 
ed some rare sheep to provide the tradi- 
tional shashlik meat. The trouble was that 
the sheep were part of a protected herd in 
a wildlife reserve. The penalty for killing 
one of these beasts was three years in 
prison and a fine of Rbl 500 (US$665). 
Geyushev's crime was compounded when 
park rangers raided the party and found 
not only the remains of several of the rare 
sheep but also a pile of aromatic firewood 
made from 1,000 bushes of a protected 
type of tamarisk. The fine for destroying 
just one bush is Rb! 8. 


n Kazakhstan, where horsemeat is the 

main ingredient of several traditional 
Kazakh recipes, a senior worker on a 
horse farm has been sentenced to death. 
His crime was to steal 430 horses to turn 
into "gastronomic rarities." Eighteen 
other defendants, including the chairman 
of the farm, were sentenced to various 
terms of imprisonment. Both these cases 
are typical of actions taken on Moscow's 
orders which might seem just to the cen- 
tral government but are considered wildly 
unjust by the minorities. 

In his campaign to fight smuggling and 
corruption, Andropov faces a dilemma: 
the fact is that the Soviet economy, strang- 
led by a massive bureaucracy, runs on cor- 
ruption. If he were to achieve his aim of 
wiping it out, many sections of Soviet in- 
dustry would come to a shuddering halt, 
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consumer goods would become more dif- 
ficult to obtain and some scarce foodstuffs 
would disappear from the shops. 

Some analysts, Soviet'as well as West- 
ern, believe that if Andropov persists in 
his campaign he will create shortages 
which could lead to rioting in the streets. 
Nevertheless, he seems! determined to 
press on with the attack against "indiscip- 
line and corruption,” perhaps because of 
his long career as an officer of the KGB, 
possibly the only Soviet organisation so 
far untainted by corruption. 

There are constant references to new 
scandals in the Soviet press. Pravda, the 
party newspaper, commenting on the case 
of an engineer who was'sent to a labour 
camp for 15 years for taking bribes, said: 
"Without greasing the palm of this grasper 
no one could obtain a nail or a hammer, 
never mind state-rationed materials." But 
every factory has to have its tolkach, its 
fixer. His job is to secure the raw materials 
the official organisations cannot supply 
and to get them delivered on the ineffi- 
cient Soviet railway system. The tolkach 
travels the length and breadth of the coun- 
try with his suitcase full of presents, his 
wallet full of roubles and his mouth full of 
promises. 

It is not only raw materials which pose 
problems for factory managers. They also 
need skilled men and to get them they 
need to be able to provide apartments — 
the shortage of living space is so serious 
that few other aspects of life cause so 
much bitterness. One party member has 
recently been punished for asking for a 
bribe equivalent to more than US$1,500 
for each flat he allocated. 

In another case a factory director was 
threatened with dismissal when, accord- 
ing to the trade union paper Trud, it was 
discovered that every second flat provided 
for the workers of his factory was allo- 
cated illegally. “The director, pleading his 
case, said that unless he gave his skilled 
men the best flats ahead of their turn on 
the housing list, they would simply move 
to another factory and he would be unable 
to fulfil his norm. 

It is because of the necessity for such 
men to indulge in corrupt practices that 
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Corruption goes all the way up through 
the party and leads. perilously close to 
some very senior men. Several months 
ago a deputy minister of the fishing indus- 
try was shot for being involved in a "gigan- 
tic swindle" in which caviare was sold to 
foreign companies labelled as smoked 
herring. The huge profits were split be- 
tween the foreign companies and Soviet 
Officials. 7 
One much- -publicised case was that of 
the missing Mercedes, limousines. Fifty 
were imported by the Soviet police but 
only 30 turned up on duty. The rest van- 




















ished. Nicolai Shcholokov, the former 


minister of the interior and a crony of the 
late president Leonid Brezhnev, was ac- 
cused of diverting them to members of his 
family. His son was arrested and the 
former minister's wife, unable to bear the 
shame, shot herself. Shcholokov himself 
was stripped of his job and expelled from 
the central committee of the communist 
party. 

It could be that Andropov is using his 
campaign to rid himself of Brezhnev's 
people, but he is certainly winning no 


friends among the “nomenklatura,” the. 


privileged class of the party hierarchy who 
have become accustomed to the good life. 
They, like the tolkach, the.underground 
economy millionaires, the doctors who 
run private practices, the shepherds who 
make shashlik out of their sheep and claim 
compensation because “the wolves ate 
them,” and all the others on the take re- 
-gard his clean-up campaign with horror. 
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cently urge 1 th: 
donesian Armed Fore 
firmly any opposit to 
state ideology, some Muslim : 

feared that he had changed tack and 





ceptance of Pancasila by all social organi- 


sations as their sole ideological principle. 


The suspicion was that “the other side" — 


group around the presidency — was in- 
fluencing Suharto. 

As it turned out, Suharto was only 
reacting to an inflammatory letter sent to 
him by Sjafruddin Prawiranegara, on 
time finance minister in former. president 
Sukarno's Old Order and later supporter 


tive statement on the subject to date, 
Sjafruddin called on Suharto, in very 
strong terms, to abandon the policy of 
Pancasila as a single principle and sent 
copies of the letter to almost every poten- 
tially interested party in town. 

The two political parties and Golkar — 
this dominant, government-backed or- 
ganisation in parliament is technically not 
a political party — have already accepted 
Pancasila as their single principle. Now 
the government wants "social organisa- 
tions" to follow suit, but there is not yet a 
universally accepted definition of the term 
and so a law on social organisations is now 
in preparation. One key question is whe- 
ther religious organisations and their af- 
filiate student, youth or women's organi- 
sations should be considered social or- 
ganisations as well, and be expected to 
adopt Pancasila as their sole basic princi- 

le. 

While the Muslim leaders were some- 
what relieved to learn that Suharto was re- 
sponding to the Muslim "lunatic fringe," 
as one of them described Sjafruddin, there 
was still concern that Sjafruddin may be 
seen to represent, albeit in extreme form, 
mainstream Muslim opinion and that this 
would make Suharto rigid and uncom- 
promising. A more optimistic scenario, 
according to sources, was that after Sja- 
fruddin's letter, any position in the debate 
which the major Muslim organisations are 
likely to work out would appear moderate 
and reasonable to Suharto, mapag com- 
promise easier. 

In a meeting with 40 senior Abri offic- 
ers, Suharto stressed that the armed forces 
must be prepared to counter any opinion 
or statement which belittles, casts doubt 
on or opposes Pancasila as the state ideol- 
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of an anti-Sukarno uprising centred in’; 
Sumatra. In probably the most provoca- 
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a reference to the supposedly anti-Islamic - 
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that Pancasila is dangerous, the p 


determination to popularise the s 
ideology further. p 

He also said that some are still 
whether Indonesia's state ideol 
Pancasila of June 1, June 22, or Augu 
1945 — each of which marks the dz 
differing interpretation of the ide 
He said it was “crystal clear” that th 
casila which has been accepted is the 
casila of August 18, 1945. Suharto v 
to stress that the five tenets of 
(belief i in God, humanitarianism, n 
unity, democracy based on consensi 

























ality” were rooted in Indonesia's 
heritage. He reiterated his conte 
Pancasila was not contrary to re 
a more recent address to the assoc 
retired Abri officers, Pepabri, 
echoed the same themes but adde 
softer tone, that only Panc 
guarantee the unity and cohesio 
nation.) i 






















































public but it reminded many of th 
dent's March 1980 address, also to 
tary commanders, in which he had | 
out at ideologies that, according te 
were still trying to compete with 
casila: Marxism, Leninism, commu 
socialism, Marhaenism (a Sukarnoi 
cial conception), nationalism and relig 
Suharto said on that occasion that 
were political organisations which 
tinued to uphold principles. other 
Pancasila and whose commitment 
state ideology was thus suspect. 


to make these groups realise their. 
takes, the military should choose a 
partner which would defend Pancasil 
without reservation, a clear hint that Abr 
should throw its weight behind Golkar. - 

Muslim leaders here have claimed t 
there are anti-Islamic elements near 
president and whenever equilib 
broken and Islam apparently comes unc 
pressure they blame these eleme 
(Suharto himself is considered a go 
Muslim by some and an impartial arb 
and ruler by many.) A recent newspaj 
editorial provided an example of th 
picion. There was some concern à 
Pancasila, it said, “because there are soi 
who have interpreted it as more t 
state ideology. They want to mak 
ideology a new cult, imposed ^ 
reason by belittling religions 
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religion who f 


luctant to practise it, or those who want to 
revive the remnants of animistic beliefs in 
their opposition to modernisation," the 
editorial said. 

Things became much clearer when Sja- 
fruddin's letter began circulating. The 12- 
page tyewritten letter starts with a plea to 
Suharto to reverse the "Pancasila as a 
single principle" policy. There is a long 
section on the various versions of Pan- 
casilla whose point seems to be that the 
item "belief in God" in the earlier formu- 
lations of Pancasila had emphasised belief 
in Islam. Sjafruddin shows that the June 1, 
1945, version was accompanied by 
Sukarno's call on Muslims to work to- 
wards a strong representation of their in- 
terests in national politics and that in the 
June 22 version belief in Islam, not belief 
in God, was indeed one of the five tenets 
of Pancasila. The Pancasila which is effec- 
tive today was formulated on August 18, 
1945, Sjafruddin notes. 

In another section, the letter em- 
phasises that Indonesia is a multi-religious 
society in which religious groups maintain 
their identity yet coexist peacefully. But if 
people of the same faith can no longer 
form organisations based on faith but 
must base them only on Pancasila, “then 
our fertile and prosperous land with its 
hills and valleys will become a desert made 
Of stones and sand whose elements are 
uniform," Sjafruddin warns. Indonesia 
will turn from a democratic republic into a 
national-socialist, or fascist, state, accord- 
ing to the letter. And if Pancasila is no 
longer just the philosophical basis of the 
state but becomes the basis of people's 
lives also, then religions will in fact be re- 
placed by an ideology which does not call 
itself religion. 

Formerly, Sjafruddin says, there was no 
such thing as *Pancasila morality" be- 
cause morality was considered the domain 
of the various religions. Now a committee 
Of wise men has come up with a code of be- 
haviour which citizens must learn and 
practise but which cannot be accepted in 
its entirety by Muslims. Sjafruddin 
realises that Suharto recently repeated his 
well-publicised position that Pancasila is 
not a religion and cannot replace religion, 
a position Sjafruddin agrees with. "But 
given the power which rests in your hands 
and the position of parliament, which re- 
flects more presidential powers than 
people's sovereignty, Pancasila may in 
fact be forced upon people as a com- 
prehensive religion that touches on all as- 
pects of their lives." 


M: Islam a private affair and for- 
bidding Muslims from forming or- 
ganisations is against Islamic teachings and 
against both the Indonesian Constitution 
and Pancasila, Sjafruddin claims. It is an 
attempt to kill Islam with Pancasila, which 
is a human creation, interpreted and im- 
plemented by those in power, that is, 
those who control Abri, the letter says. 
The acceptance of Pancasila by all social 
organisations as their single principle may 
seem to bring national unity and socíal im- 
provement, but quite the opposite will be 
the outcome, "I hope that you, Mr Presi- 


dent, are now aware of the that 
threaten our state and nation if this policy 
is further pursued," Sjafruddin says, ad- 
ding that the Pancasila as a single principle 
requirement should also be lifted for poli- 
tical organisations, such as the Muslim 
United Development Party (PPP). 

The Sjafruddin letter adds yet another 
element to the Pancasila debate which 
began a new round last year. In August 
Suharto started the debate, saying "all so- 
cial-political forces, particularly the politi- 
cal parties, should accept the state ideol- 
ogy as their single principle. The am- 
biguity of this statement worried the re- 
ligious organisations, which felt relieved 
by Suharto's statement in October that 
they would continue to enjoy “rights and 
an honourable place in the Pancasila- 
based state" and that Pancasila was 
neither a religion nor a substitute for reli- 
gion. | 

This statement by Suharto contributed 
to the PPP's adoption of the Pancasila po- 


Gafur: pushing too fast? 





licy. In March, the general session of the 
People's Consultative Assembly (MPR) 
resolved that the two political parties and 
Golkar must now make Pancasila their 
only principle. The PPP did not resist. On 
social organisations, however, all that was 
explicitly declared by the MPR was that a 
law concerning them must be promul- 
gated, Despite this, State Minister for 
Youth Affairs Abdul Gafur caused a row 
in late May by prodding the Indonesian 
Muslim Students Association (HMI) to 
replace Islam with Pancasila as its organis- 
ing principle. 

Gafur later claimed that he was angry at 
the HMI because it had promised to do so 
but did not deliver. HMI leaders said it 
had only agreed to discuss the issue and 
that it postponed a decision because the 
law on social organisations was not yet 
ready and because the HMI constitution, 
in its preamble, already contained the 
tenets of Pancasila. At any rate, Gafur 


was considered to be pushing too fast, 
even by some top government officials, 
and has eased off for the time being. 


eanwhile, the Islamic organisations 

have been working out their strategy, 
in the hope of satisfying the government 
without losing the support of their more 
fundamentalist members. Some organisa- 
tions, including Muhammadiyah, appear 
to be aiming for the exclusion of religious 
organisations from the social organisa- 
tions category. An urban-based reformist 
group, the Muhammadiyah runs schools, 
libraries and hospitals and organises social 
activities by students, youth groups and 
women. 

Muhammadiyah is a religious organisa- 
tion with Islam as its basic principle. It ar- 
gues that if it accepts Pancasila as its sole 
principle, it will no longer be based on 
Islam, which is contrary to its original in- 
tention and which also implies that Pan- 
casila has become a religion, something 
that Suharto himself says is not possible. 
The basic principle of Muhammadiyah 
must remain Islam, it argues, but as citi- 
zens of Indonesia its members accept Pan- 
casila as the basis of the state. Thus the or- 
ganisation can put Pancasila in its con- 
stitution (as it indeed already does), but 
not as the single principle, it is argued. 

Another approach used by those who 
seek to retain religious organisations' 
principles is to argue that all social organi- 
sations have both political and cultural 
functions, with different stress. Pancasila 
is the ideology of the state, which is a vast 
entity difficult to comprehend. Individu- 
als need institutional intermediaries be- 
tween them and the state in the form of so- 
cial organisations. When these institutions 
engage in political activities it will be on 
the basis of Pancasila, the argument goes, 
and when cultural functions are being per- 
formed these efforts will be based on cul- 
tural principles. This position is appa- 
rently being elaborated by an inter-faith 
group, including some Nahdatul Ulama 
(NU) leaders. The most powerful of Is- 
lamic groups, the rural-based, tradition- 
alist NU is a component group of the PPP, 
and on its own has the status of a social or- 
ganisation. 

Observers doubt that the Pancasila de- 
bate will develop into a major confronta- 
tion between the government and Mus- 
lims, similar to those which blew up when 
the government sought to introduce a sec- 
ular marriage law in the early 1970s, raise 
the position of Javanese beliefs in the mid- 
1970s or change the tradition of closing 
down schools during the Muslim fasting 
month in 1980. But Pancasila as a single 
deme n is a tricky issue and a wrong 
move by any important player in the game 
could lead to great confusion. The most 
immediate problem is how the religious 
leaders and the government will deal with 
Sjafruddin's letter, given that it has been 
printed in great quantities and shipped to 
a number of mosques for distribution. The 
nationalist newspaper, Merdeka, has 
urged Suharto to avoid confrontation with 
his opponents but to adopt a "strategy of 
persuasion." ü 
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Hercules at work. 


A KC-130 Hercules refuels F-18s. 
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By Ian Buruma 
Jakarta: Indonesia is not chiefly known 
for its films. Compared with India, Japan 
and even Hongkong, Indonesia is, 
= Cinematically speaking, small beer. Still, 
there are 150 million Indonesians, many 
of whom watch movies, and the film in- 
= dustry produces an average of 60 new 
— films a year. There are more than 180 pro- 
—  ducers, out of which five are considered to 
be major. 
" One of these majors is Rapi Films, run 
__ by the Samtani brothers, of Indian origin. 
i The elder Samtani brother, known to his 
__ friends as Sam, summed up his company 
— motto like this: “Our films must be beauti- 
ful. They must have a good story. They 
must make money." 
— What kind of films make money in In- 
—  donesia? Comedies seem to be the most 
E: popular, with romantic melodramas run- 
-— ning a close second. Then there are the so- 
- called mystical films: entertainments 
based on old, mostly Javanese, legends 
- Spiced with as much sex and violence as In- 
donesian censorship will allow — mean- 
‘ing, in effect, a little sex anda great deal of 
violence. 
"We Orientals do not like showing nud- 
— ity,” one producer said. “One must for- 
E give the Thais, Filipinos and Japanese, for 
they have been influenced by American 
soldiers." Nevertheless nudity does ap- 
pear in Indonesian films in a bizarre vari- 
Ue. ety of disingenuous ways: babies are 
__ breast-fed in loving close-ups; in one film 
an adult woman, shown in nude 
silhouette, is born out of a giant egg. “We 
told the censors that a person can’t be 
born with clothes on,” said one of the 
Samtani brothers. 
An interesting recent example of sex, 
- Violence and mysticism is Daughter of Nyi 
Loro Kidul, which has drawn large crowds 
- in both Indonesia and Malaysia. It is a 
- Story of supernatural murders, tortured 
- Spirits and hysterical sexuality, based on a 
— legend of the Snake Queen, born from the 
_ Ocean. Scenes set in papier-maché infer- 
nos filled with writhing ghosts, snakes and 
undulating Javanese dancing girls made 
one sophisticated Indonesian film critic 
squirm in his seat. "This is distortion of 
our culture," he lamented. “They want to 
Keep our people stupid.” 
The film did indeed look like a Holly- 
- wood vision of Indonesian exotica. One 
= expected to see-Dorothy Lamour pop out 
of the jungle. The reason for this cultural 
confusion must be sought in the history of 
cinema in Indonesia. Indonesians are so 
used to seeing the world — on the screen, 
that is — through Hollywood, Indian or 
Hongkong eyes, that even their own 
legends take on a distinctly foreign hue. 
From the beginning, Indonesian cinema 







i] 


on ] i | | 
A formula in focus 
.. The new school of realistic directors produces 
high-quality movies that are also box office hits 


was very much a foreign affair. The first 


feature film in the Dutch East Indies was 


made in 1926 by two enterprising Dutch- 
men called Kruger and Heuveldorp. Two 
years later the Wong brothers from 
Shanghai produced Chinese films in 
dialects spoken by the local Chinese. To 
add to the local flavour, they would often 
insert Javanese songs. 

The Wong brothers were also responsi- 
ble for the first big hit in the Malay lan- 
guage, Terang Bulang (Moonlight), di- 
rected in 1937 by Albert Balink. Moon- 
light was the prototype of the kind of hy- 
brid entertainment still exemplified by 
films such as Daughter of Nyi Loro Kidul. 
Its style was based on a type of musical 
theatre, hugely popular among the 


Chinese, called Opera Stambul: stories of 


Scene from Dibalik Kelambu: a story of struggle. 


fantastic kings and queens in fictitious 
lands, incorporating elements from Bali. 
the Philippines, India, China, Arabia and 
even Hawaii, 


D: World War II yet another 
foreign power, Japan, dominated, or, 
rather, monopolised the Indonesian 
cinema. The only company allowed to 
operate was the Nippon Eigasha, a gov- 
ernment body responsible for propa- 
ganda. Most Indonesian actors went back 
to the theatre. The Wong brothers went 
into the soft drinks business. 

Not surprisingly, the first truly Indone- 
sian films, reflecting what the late presi- 
dent Sukarno liked to call the “national 
spirit," came only after independence ar- 
rived. The great pioneer and founder of 
Perfini, the first indigenously owned com- 
pany, was Usmar Ismail, poet, dramatist 
and a soldier in the fight for indepen- 
dence. Usmar was an idealist who refused 
to compromise with commercialism. His 








primitive  film-mz 
starkly realistic. 


. 

During the 1950s, when nationalist fer- 
vour was at its peak, there was quite a 
large audience for these idealist films. 
This was not to last, however. The “na- 
tional spirit,” though laudable, was not 


enough to satisfy many ple for very 
long, and Indonesian films soon lost 
ground again to foreign imports. 

The decline of Indonesian films reached 
its nadir when conflicts between com- 
munists and non-communists made seri- 
ous film-making almost impossible. 
Lekra, a cultural organisation sponsored 
by the Communist Party of Indonesia, 
tried to purge the film industry of ideologi- 
cal opponents. Usmar, the best director 
Indonesia had ever had, was branded an 
American agent and an intellectual prosti- 
tute, especially after he made several 
lighter entertainment films to save the in- 
dustry. Another communist organisation, 
Parfias (the Action Committee for the 
Boycott of Imperialist American Films), 
tried to stop any film from “capitalist-im- 
perialist" countries being shown. 

The events of 1965, when the com- 
munists attempted a coup, obviously put a 
stop to all this. But 
the new govern- 
ment was badly in 
need of revenue. 
One way of ob- 
taining it was to 
stimulate cinema- 
going. And this 
meant importing a 
large number of 
highly commercial 
Indian and Chi- 
nese films. To at- 
tract a mass au- 
dience the govern- 
ment decided to 
relax the censor- 
ship laws — but 
only for foreign 
films. 

After much pro- 
test, Indonesian 
films were allowed to operate under the 
same rules. Thus foreign sex and violence 
were matched by the home-made variety, 
which was somehow never quite as satisfy- 
ing. 

There was certainly little room for more 
serious films, for there was nothing, either 
on the production side, or in distribution. 
to support them. Also, some of the most 
talented directors, with leftist — not even 
necessarily communist —  sympathies, 
such as Bachtiar Siagian, were impris- 
oned. Siagian is free now, but still cannot 
make any films. 

Recently, however, things have started 
looking better. Although the number of 
new Indonesian films has decreased dur- 
ing the past 10 years, the quality has im- 
proved remarkably. This is partly due to 
certain government measures. In 1968 the 
National Film Production Council was es- 
tablished. Its aim was to produce high- 
quality films to set an example for the rest 
of the industry. 
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the government helps. 
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The problem, was, however, that these 
high-quality pictures had a hard time com- 
peting commercially with the sex-and-vio- 
lence films, Foreign. movies still domi- 
nated the market until the government in- 
tervened in 1975 and forced every cinema 
to show two Indonesian films a month. 

The government also helped to estab- 
lish the YAF (Film Artists Foundation), 
responsible for training aspiring film-mak- 
ers and technicians. Finally, in 1975, 
Southeast Asia's first film library was 
founded in Jakarta. Its aim is to preserve 
as many films from the Indonesian past as 
can be salvaged — most were thrown away 
long ago. 


he library, a vital institution for Indo- 

nesian film culture, now finds itself in 
an unfortunate predicament. It was origi- 
nally set up by the municipal governor of 
Jakarta. When he left office, the new gov- 
ernor refused to have anything to do with 
it and wanted the Ministry of Information 
to take it over. While this bureaucratic 
ping-pong goes on, the library, according 
to its founder, Misbach Yusa Biran, can 
hardly pay its electricity bills. 

The biggest credit for the improvement 
of Indonesian film in recent years must go 
to a small number of dedicated artists 
who, despite formidable financial, social 
and political odds, have managed to make 
some interesting films. Most of them came 
from the theatre and like to call their films 
neo-realist. This term, originally bor- 
rowed from the post-war Italian cinema, is 
misleading. Modern Indonesian films 
bear little resemblance to the works of 
Rossellini or De Sica. But they are seri- 
ously concerned with the problems of 
everyday Indonesian life. 

Foremost in this new school of film di- 
rectors is Teguh Karya, who excels in 
probing behind the façade of family life. 
His latest and best-known film, Dibalik 
Kelambu (Behind the Mosquito Net), 
shows the struggle of a proud young man 
with an autocratic nouveau-riche father- 
in-law. The ever-present tendency to ship 
into gushy melodrama is more than offset 
by a witty sensitivity to the social games 
people play. The film also has wider impli- 
cations. According to the director: “We 
are all like that son-in-law in this country.” 

A great concern of Indonesian artists is 
the tension between modern urban life 
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and the old culture of the villages. This 
concern can be seen in every country faced 
with rapid industrialisation. The city be- 
comes the symbol of neon-lit corruption; 
the country is the crumbling preserve of 
old-fashioned virtues. 

Slamat Rahardjo's film Rembulan dan 
Matahari ( The Moon and the Sun) starts 
off in a Jakarta slum, an urban nightmare 
of violent crime and prostitution. A young 
pimp returns to his native village. There, 
spurred on by the irate ghost of his old 
guru — a very Indonesian touch, this — he 
atones for his big city sins by personifying 
every noble virtue of village life. 

This romantic view of rural life may 
seem old-fashioned. But it is also a deeply 
felt protest against what the director por- 
trays as the blind devotion to economic 
development currently in force in In- 
donesia. Traditional values, such as the 
much-vaunted gotong royong (mutual 
help) are in danger of being swept away. 

Even films attacking the narrow-min- 
dedness of village life, such as Chairul 
Umam's Titian Serambut Dibelah Tujuh, 
are suffused with nostalgia for a tradi- 
tional Arcadia. The villains are invariably 
unruly young men tearing around on 
motorbikes. The heroes are wise old men 
preaching old-fashioned morals. 

Still, whether one agrees with their 
points of view is not the issue. What the 
new school of directors has done is to lift 
Indonesian films from the morass of com- 
mercial drivel. What is more, there is à 
growing audience for their films. Behind 
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the Mosquito Net was one of the country's | 


highest grossing films in 1982. 

This will not turn the businessmen who 
run the production companies into 
idealists. But they might take a few more 
risks. As one hard-headed producer said 
recently: “I am no enemy of art films. If 
art films sell, I'll make art films. Why 
not?" B 


UNITED NATIONS 


An end to the 
story of O 


A diplomat is expelled 
from the US after facing 
charges of sexual abuse 


By Ted Morello 


New York: “The story of O," an X-rated 
melodrama subtitled “The case of the 
amorous North Korean,” wound up a 10- 
month run with a hasty court hearing anda 
48-hour ultimatum to the offending Unit- 
ed Nations diplomat to leave the United 
States. Third Secretary O Nam Chol, a 
member of North Korea's UN delegation, 
who had pleaded guilty to a charge of sex- 
ual abuse, used up less than eight hours of 
the departure time allotted. 

By the evening following his final after- 
noon court appearance, he was aboard a 
Czechoslovak airliner and Pyongyang- 
bound via Prague. He left behind him a 
bitter statement protesting his innocence, 
condemning his deportation as illegal and 
asserting that he was complying only to 
keep the US State Department from car- 
rying out a threat to shut down the entire 
UN mission. 

For O, this quick succession of events 
ended nearly a year of refuge in the 
sanctuary of North Korea's mission here 
(REVIEW, Dec. 17, '82). The solution was 
a compromise worked out in a week of 
proximity talks, with the UN's legal coun- 
sel, Undersecretary-General Carl-August 
Fleischhauer, shuttling between the 
negotiators representing North Korea and 
the US, which do not recognise each 
other. Commenting from the sidelines 
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- County, which abuts New York City to the 
- north and was the scene of O's alleged out- 


t was a delight, of course, to get back to 

Bangkok after five years' absence, and 
gratifying to see that the old place, basi- 
cally, hasn't changed. Although its 
happy population has spread past the 5- 
million mark, and though Patpong night- 
club life has become more crowded and 
more expensive, and the traffic — even 
in the wide, tree-lined avenues — has be- 


come more abominably stationary, the 
royal family maintains its well-deserved, 
selfless and devoted authority, and the 
people remain friendly and helpful to all 


foreign-devils. 

The commie-dog threat along the 
Cambodian border has only streng- 
thened Thai unity. The Thais and their 
army, under commander-in-chief Gen. 
Arthit Kamlang-ek, and Prime Minister 
Prem Tinsulanond, are angry rather 
than worried. It is estimated that only 
3,000 armed communist insurgents are 
now operating inside Thailand. After 
the mass defections from the northeast, 
the “main centre of operations” is in the 
south, with 1,600-1,750 engaged in suici- 
dal "liberation." In the past month, 
more than 100 have surrendered, pledg- 
ing “self-reformation.” The Thais — 
realistic as always — accept the defeated 
(I mean, reformed) insurgents with the 


were Pyongyang's US lawyer, Stanley 
Faulkner, and District Attorney Carl A. 
Vergari of fashionable Westchester 


burst of passion. 
The US forced the issue to a climax on 


P. July 20 when it sent North Korean Ambas- 
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sador Han Si Hae a note threatening to 
expel First Secretary Kim Song Hun un- 
less O faced an indictment of first degree 
sexual abuse. The 38-year-old diplomat 
was charged in the arrest warrant with 
seizing a 43-year-old woman by the 
breasts and hurling her to the ground as 
she was walking in a Westchester park. 
The felony charge carries a maximum 
seven-year jail sentence. 

Han, who from the beginning had 
shielded his third secretary behind a claim 
of diplomatic immunity, 
yielded and an. agreed 
procedure was drafted. 
But as a face-saving ges- 
ture for Pyongyang, 
Fleischhauer's office em- 
phasised that North 
Korea was “maintaining 
its original legal posi- 
tion" — that O enjoys 
full diplomatic immunity 
from arrest and prosecu- 
tion. 

On July. 26; .Q 
emerged from behind 
the mission walls for the 
first time since he fled 
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correct amount of suspicion and supervi- 
sion. 

Some of the world's best foreign-devil 
correspondents are working out of Thai- 
land. As in my first days, two decades 
ago, they have excellent access to gov- 
ernment and army officials. I was happy 
to meet again some long-missed old 
mates who, as usual, offered me any 
help, advice or files that I might have 
needed. Foreign and local, the press al- 
ways sticks together in Bangkok. 

Reading the Bangkok Post every 
morning, I learned that there is still no 





there last September. O subsequently ap- 
peared in a county court and, through an 
interpreter, pleaded not guilty. After a 
conference in the judge's chambers, he 
changed the plea to guilty to a reduced 
charge of third-degree sexual abuse. 

In view of the diplomatic compromise, 
the judge said he was prepared to release 
O as soon as a report on his fingerprints 
was able to establish that he had no record 
of prior arrest, The Korean made a final 
court appearance on the afternoon of July 
28 and was released for departure. He left 
shortly after 9 p.m. the same day. 

O's claim of diplomatic immunity, stres- 
sed in the denial statement that was distri- 
buted at the UN the following morning by 
the North Korean mission, was a contenti- 
ous issue throughout the case. With tenta- 
tive support from the UN’s legal depart- 
ment, the US has in- 
sisted that North Korea's 
status as à permanent 
UN observer, as op- 
posed to full member- 
ship, entitles it only to 
limited immunity 
which covers diplomats 
only when they are per- 
forming official duties. 
O and five other mission 
staff were on an outing 
when the incident is al- 
leged to have occurred. 

In his distributed 
statement, O suggested 
that he agreed to com- 
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censorship on press reporting — either 
local or foreign. My old friend, the 
editor, smiled when I queried this. “If 
that happens, it will be dealt with, 
Dikko," he said reassuringly. 

To quit this serious “foreign” front, it 
was instructive to discover that Bangkok 
authorities are now belatedly initiating 
an in-depth survey of the city's traffic 
problem, which must rank as the world's 
worst (at noon it takes 45: minutes to 
travel a distance which would take 10 
minutes in Hongkong). They are also 
launching a  Hongkong-style drive 
against street-hawkers and becoming in- 
terested — unbelievably — in high-level 
corruption, 

Generous front-page coverage was 
given to the problem of daily mail de- 
liveries to rural areas where the postmen 
are continually attacked and bitten by 
dogs, kept to protect their masters’ prop- 
erties. In a typical Thai reaction, villa- 
gers recently sent bouquets of sympathy 
and respect to a postman “bitten in a 
vital spot" by a local dog. 

In the background — as always — 
King Bhumibol Adulyadej stands in 
lofty command. He blesses all govern- 
ment decisions — so, of course, they will 
succeed. 





promise his immunity claim to spare his 
mission further embarrassment. Since the 
incident, he said, the US had put the mis- 
sion under tight surveillance *and inten- 
tionally embarrassed the normal activities 
of my mission and its members by follow- 
ing after them." He added that a State De- 
partment spokesman "threatened to expel 
the members of my mission and shut down 
the mission unless I surrendered.” 

By its own account, no such threat was 
contained in the US mission's July 20 ulti- 
matum. It said that unless O surrendered 
within 24 hours to "the proper judicial au- 
thorities, the US will request that arrange- 
ments be made for the expeditious de- 
parture from the US of First Secretary 
Kim." | 

Officially, South Korean Ambassador 
Kyung Won Kim's observer mission has 
remained correctly aloof from the O case, 
but its delight at the rival delegation's mis- 
fortune is ill-concealed. Shortly after O's 
mission distributed his statement, a South 
Korean newsletter also appeared. The 
featured item, headlined “Rather undip- 
lomatic activities of North Korean dip- 
lomats," reprinted from the July issue of 
the monthly /nternational Meridian of 
New Delhi a roundup of the misdeeds that 
have resulted in the expulsions of North 
Korean diplomats from more than 20 
countries in the past decade. 

There was no mention of the O case. 
But for UN diplomats — accustomed to 
nuance and suggestion — there did not 
have to be. 
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The first time you set foot on one of our 7,000 islands, you cant 
avoid forming a distinct and outright impression. For beyond the 
endless immaculate beaches and clear emerald waters beckons another 
side of our paradise . . . the warmest of smiles, glorious sunshine, great 
coral reefs, rare seashells yours for the picking and fresh seafoods 
offering a sumptuous invitation right on your table. 


So why not spend your next holiday relaxing in one of our 
paradise islands. Your first impression will be a lasting one. 


Contact Philippine Airlines or your travel agent and inquire about 
our “Swingaround the Philippines" holidays. 


Philippine Airlines to our ZOOO islands. 


Asia's first airline. 
Amsterdam. Athens. Bahrain: Bandar Seri Begawan -Bangkok- Brisbane-Canton-Dhahran-Dubai- Frankfurt. Hong Kong-Honolulu-Jakarta-Karachi-Kota Kinabalu 
Kuala Lumpur-Kuwait-London-Los Angeles-Manila- Melbourne: Paris-Peking-Port Moresby-Rome-San Francisco-Seoul-Singapore-Sydney-Taipei-Tokyo-Zurich 











GENERAL ELECTRIC TECHNOLOGIES 
CAN PROVIDE THE POWER 
TO IMPROVE YOUR ECONOMY. 





G eneral Electric tech- 
nologies bring you the 
systems, products and ser- 
vices essential for national 
development—to generate 
and distribute electricity 

. »« , anywhere; to efficiently 
develop oil, gas and min- 
eral resources; to build a 
stronger manufacturing 
economy; to transport 
materials, products and 
people. GE technologies 
also provide products that 
represent the most recent 
innovations in convenience 
and comfort for people, at 
work and at home. Shown 
here are only a few of the 
many systems, products 
and services available 
from General Electric —the 
world's largest and most 
diversified electrical manu- 
facturing company. 





GE steam turbine- 
generators offer 
outstanding fuel 
efficiencies for 
cogeneration systems 


GE steam turbine-genera- 
tors offer the most effi- 
cient and reliable method 
of producing electricity 
and process steam from 
the same fuel. In the past 
30 years. GE has supplied 
475 steam turbine-genera- 
tors for cogeneration 
applications worldwide. 
from wood-pulp. paper, 
steel. petrochemical. and 
food-processing indus- 
tries to hospitals and uni- 
versities. Each turbine- 
generator is designed for 
your specific application, 
and yet retains GE’s effi- 
cient designs, proven 
throughout the world for 
over 80 years. Each unit 
Is supported by a full 
range of GE services. 
Irom initial proposal 
through installation and 
maintenance. 


GE watthour meters 
handle increased 
loads—keep utility 
costs down 

GE 1-70 socket-con- 
nected and F-72 bottom- 
connected single-phase 
meters give you the accu- 
racy and long 
mainte- 
nance free 
life to avoid 
lost rev- 
enues and 
keep expenses 
down. These meters are 
equipped with GE's mag- 
netic-suspension bearing 
system; meters of this 
bearing design have run 
smoothly and accurately 
under normal conditions 
for over 30 years. With an 
operating range of from 
less than one amp to 100 
amps, the meters elimi- 
nate the need to stock 
several current ratings. 
The I-70 also comes in a 
200 amp model. More 
than 50 million GE 
meters with magnetic 
bearing systems are in 
service worldwide, with 
no reported bearing fail- 
ure. GE also offers a line 
of polyphase meters: they 
also feature the magnetic 
bearing system. What- 
ever your requirements, 
GE watthour meters help 
you get the most out of 
your metering budget. 








approach to nuclear 
generation 

The GE Boiling Water 
Reactor (BWR) has 

earned broad acceptance 
Irom utilities and 
regulatory authorities 
worldwide. Today. 100 
GE-type BWRs are in 
operation or on order in 

| | countries. Operating 
BWRs represent 37% of 
all operating light water 
reactors. The BWR's 
direct steam cycle avoids 
the need for potentially 
troublesome steam gener- 
ators and their associated 
maintenance 
problems. 
Favorable 
generating 
economics 
are assured 
by extensive 
service capa- 
bilities and 
technical 
programs. 


GE BWR...The direct 
| 
| 








Meet tomorrow's 
energy challenges 
today with GE sys- 
tems engineering 

GE systems engineering 
provides expert assis- 
tance in the planning. 
design and operation of 
electric power systems. 
Our contributions have 
helped utilities worldwide 
achieve superior system 
performance at lower 
cost with greater reliabil- 
ity. GE can provide 
expert assistance in areas 
such as generation and 
transmission planning. sys- 
tem design and operation, 
performance analysis, 
and reliability. State- 
of-the-art resources for 
power system studies 
include transient network 
analyzers, HVDC simula- 
tors and digital comput- 
ers. Computer programs 
are currently available for 
analyzing complex sys- 
tem problems, as well as 
courses and seminars for 
training your people in 
the latest power systems 
technologies. 


General Electric steam 


turbine-generators 
provide unmatched 
sustained efficiency 
and operating 
reliability 

As the leading supplier of 
utility and industrial 


steam turbine-generators, 


GE is recognized world- 
wide for providing tur- 
bine-generators with the 
highest efficiency and 
reliability available in rat- 
ings to meet your require- 
ments. GE's worldwide 
generating capacity in 
steam turbine-generators 
exceeds 350,000 MW, 
with more than 3500 
units in service. This far 
exceeds all the thermal 








power installed by any 
other manufacturer, and 
is greater than the total 
thermal power capacity 
installed in any single 
nation outside the U.S. 
GE's leadership is based 
on more than 80 years of 
experience in designing 
and manufacturing these 
power makers, supported 
by continuing research 
and development pro- 


grams. General Electric 
also can assist you in 
application engineering, 
and offers complete parts 
and service support ona 
24-hour a day basis. 


COMBINED CYCLE 
POWER SYSTEMS 





Fuel costs accelerate 
trend to high efficiency, 
proven technology 
combined-cycle 
systems 
Combined-cycle systems 
have been a power source 
for more than 30 years. 
Today, with efficiencies 
up to 45%, their accept- 
ance has increased world- 
wide. With 28 STAG™ 
combined-cycle plants in 
service, and 23 more 
being installed or on 
order, GE is the world 
leader in this technology. 
Capacity of these plants 
is 8500 MW with over 
730.000 operating hours. 
GE STAG systems com- 
bine gas and steam tech- 
nologv to give the most 
power from available 
fuels. Ratings range from 
35 to 1000 MW and up. 


GENERAL GA 





For full information, 
contact your nearest 
General Electric 
Sales Office: 


Asean/Southwest Asia 
General Electric (USA) 
Asia Company 

101 Cecil Street 1403-11 
Tong Eng Building 
Singapore 0106 


Korea 

General Electric- Korea 
114-31, Uni-Dong. Chongro-ku 
C.P.O. Box 871 

Seoul, Korea 


Northeast Asia 

General Electric Japan, Ltd. 
Kowa No. 35 Building 
|-14-14 Akasaka I-Chome 
Minato-ku, Tokyo 107, Japan 


Philippines 

General Electric Philippines, Ir 
229] Pasong Tamo Extension 
P.O. Box 921 

Makati, Metro Manila 
Philippines 


Taiwan 

General Electric Technical 
Services Co., Inc. 
Formosa Plastics Building, 
7th Floor 

201 Tun-Hua North Road 
Taipei, Taiwan 


Other GE Offices: 
Bangkok 

Beijing 

Hong Kong 
Jakarta 

Kuala Lumpur 
New Delhi 

New Ryde. N.S.W. 
(Australia) 


Or write: 

General Electric Company, 
Section 50-171, 

Schenectady. New York 12345 
U.S.A. 
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U.S.A. 


A great country 
deserves the finest 
military helicopter technology. 








International versions of the SEAHAWK 
for the Royal Australian Navy and the 

BLACK HAWK for the Royal Australian 
Air Force.The next generation of military 
helicopters from 
Sikorsky Aircraft. 





Together, they will bring 
the world's finest helicopter 
technology to Australia. 


[ ] Supportability. 
BLACK HAWK/ 
SEAHAWK 
commonality means 
highly efficient, cost-effective supportability. 
| ] Interoperability. BLACK HAWK/ 
SEAHAWK are the standard of the U.S. 
military, an important attribute in the Pacific 
Basin defence commitment. 

[ ] Capability. BLACK HAWK/SEAHAWK 
provide broad multimission capabilities and 
built-in growth potential for future missions. 







C] Industrial Support. BLACK 

HAWK/SEAHAWK will bring to 

. Australia a long-term industrial 

participation program resulting 
in far-reaching employment 

and economic benefits. 


SEAHAWK and BLACK HAWK for the Royal 
Australian Navy and Air Force. Designed 
and produced by the world's leading 
helicopter manufacturer. 


Sikorsky. The Leader. 


Sikorsky Aircraft is a division of United Technologies Corporation 
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Ai tsui igs ous 
‘ay trading to es- 
1 - conglomerate. 

a chi y ubsidiaries and 
affiliates through itso 180 
worldwide, Mitsui handles more than 
10,000 products and pl jays a leading role in 
such diverse areas as marketing, finance, 

manufacturing and shipping. 

Multiply Mitsui's corporate com- 
plexities by nine — the number of firms 
classified as sogo shosha — and vou have 
some idea why these companies are so lit- 
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giants — including Mitsui, 





and Yoshihara, a- 






searched books that catalogue and analyse 
the business activities of the sogo shosha. 
The term refers to the group of trading 


Corp., Marubeni Corp., C. Itoh & Co., 
Sumitomo Corp. and others — that: have 
fuelled Japan's post-war economic. ad- 


vances and continue to dominate the | 
origins of the- 





country's foreign trade. The 
sogo shosha can be traced — as Yoshihara 
does in painstaking detail — to the Meiji 


| era, when they functioned as the trading. 


arms of the zaibatsu, family-run conglo- 
merates that held sway over the Japanese 
economy from the 1870s until their dissol- 
ution at the end of World War II. 


As a group, the trading houses generate. 
some impressive figures: in fiscal 1975 — 
the latest annual statistics reported in- 


these studies — the sogo shosha tallied 


sales of US$155 billion, amounting to31% 


of Japan’ $ gross national product- The 


companies also handled a 56% ‘share oti | 


Japan's total imports and exports and ac- 
counted for more than 5% of export trade 
worldwide. But big numbers only tell part 
of the story. To round out their studies, 
these writers have probed behind the an- 
nual reports and focused on how the sogo 
shosha build their empires, manage their 


A very special breed of men 


Ring of Fire by Dick Horton. Leo Cooper/ 
Secker & WADUNG. London. £8. 95 
(US$13.85). 


. BEHIND the easily audible crash, bang, 
-wallop of conventional warfare lies the 
sotto voce music of special operations in 
which frog-suited men slip ashore from 
canoes — or parachute into torch-ht clear- 
ings — to cut sentries’ throats and blow up 
shipping. airfields or other vital installa- 
tions. 

Butin the post- Vietnam military world, 
where body-counts are often the only 
criteria of success, critics argue that spe- 
cial operations cannot do great damage 


and, in fact, call for more back-up to put | : 
| worthy, travelled 5,000 miles for 47 days 
| (33 of them in Japanese-held territory) 


them into positions where they can inflict 
mayhem than is justified. 

Successfully recording clandestine 
events that went on in 1942-45 east of 
Malaysia, where Force 136 operated 
(REVIEW, July 14), this most useful book 
: fills in the record of superb operations in 
which. some 700 Australians held down 


| 
| 
| 
| 
i 
| 
| 
| 
| 
| 
| 
| 
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30,000 Japanese on Timor; of the revolt 
against the Japanese in occupied Borneo 
leading to a massive uprising there on the 


| day Allied forces returned, and of the part 
| played by the Dutch in operations against 


the invaders in the Dutch East Indies. 
Quite rightly the author begins the book 


with, and dwells at length on, the almost 
| Homeric tale of the HMAS Krat — 
| length 70 ft, speed six-and-half knots and 
| once the captured Japanese fishing ves- 
| sel Kofuku Maru (a name which endeared 


the ship to sailors but had to be changed 
for obvious reasons). | 

Krait, which any other maritime au- 
thority (except the Australians) would 
have condemned as ridiculously unsea- 


during which the Aussie saboteurs in fol- 
boats (canoes) paddled themselves un- 
counted miles before sinking seven ships 
totalling 50,000 tons in Singapore waters 
and sailed back to northwestern Australia 
without losing:a single man. 
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Or “hostile inca indi H died amor 
heroes by the Pisa A y 


impressed Field Marshal qui Terau 
Japanese commander-in-chiet . 
east Asia, that he caused an ord 


illustrate the sort of men the Japa 
against them. It described how, 
the execution ground in a lorry, t 
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Thailand and Malaysia try to crack down on smugglers VES 










The hot tin hunt 


By Paisal Sricharatchanya 


Bangkok: Thailand and Malaysia — two 
of the three major tin producers in Asean 
— with some help from Indonesia, are 
coordinating efforts to stamp out tin 
smuggling between the two countries, 
which has risen sharply since the imposi- 
tion of export controls by the Interna- 
tional Tin Council (ITC) in mid-1983 and 
has aggravated the already depressed 
world tin market. But because most of the 
smuggling — from southern Thailand to 
Malaysian smelters in Penang — is be- 
lieved to be undertaken by powerful, in- 
fluential elements, is appears doubtful 
whether current attempts will achieve 
much. 

Thailand's Department of Mineral Re- 
sources (DMR) has estimated that more 
than 5,600 tonnes of tin in concentrates 
was smuggled out of the country between 
October 1981 and April 1983, with the 
bulk of the shipments reportedly made 
since late 1982. 

Official statistics show Thailand's tin 
exports at about 26,000 tonnes of metal 
valued at Baht 7.9 billion (US$347 mil- 
lion) in 1982, down 18.7% in volume and 
17.2% in value terms from 1981 as a result 
of the prolonged world market slump. The 
first quarter of this year saw a staggering 
decline of 47.4% in export volume and 
55.5% in value from the same period in 
1982 (when the ITC export cutbacks were 
not yet in force) to 5,650 tonnes and Baht 
1.6 billion respectively. 

Thailand recently became the world's 
third-largest tin exporter, after Malaysia 


48 


and Indonesia. Owing to an unrealistically 
high royalty imposed on exports — now 
averaging around Baht 3,300-3,400 a picul 
(60 kgs) — unscrupulous miners in south- 
ern Thailand, in collaboration with in- 
fluential groups, have been smuggling out 
the metal for quite some time. In the past, 
illegal shipments were brought to Singa- 
pore; more recently, however, Penang be- 
came a favourite destination. After being 
smelted in Penang, the metal becomes 
part of the smelters' stock and apparently 
is then exported alongside other locally 
produced tin. 

The fact that only 407 tonnes of smug- 
gled tin were seized over the October 
1981—-A pril 1983 period, or less than 10% 
of the total estimated smuggled volume, 
emphasises the inefficiency of the govern- 
ment suppression drive. DMR officials 
admit that manpower and budgetary con- 
straints have militated against efforts to 
stamp out smuggling. This is exacerbated 
by the suspicion that most of the illegal 
operators — scattered from the southern 
province of Ranong down to Phuket — 
are well-organised groups with tacit back- 
ing from *men in uniform." 


Ithough no firm evidence has been un- 

covered, officials also believe some of 
the smugglers are secretly patronised by 
members of a certain major Thai political 
party. According to official information, 
small, fast boats with armed escorts de- 
liver the illegal cargoes to ocean-going 
freighters waiting at pre-arranged ren- 


dezvous in international waters off the 
Thai coast. 

Thai and Malaysian officials conclude 
that the bulk of the smuggled Thai tin has 
been going to two smelters in Penang 
under false certificates of origin. When 
Malaysian Minister of Primary Industries 
Datuk Paul Leong visited Bangkok in 
mid-June to sign the agreement establish- 
ing the Association of Tin Producing 
Countries, or ATPC, (REVIEW, June 30), 
he gave Thai officials a list of the Penang 
smelters’ recent inventories which re- 
vealed some very suspicious records of the 
smelted metal's countries of origin. 

Apart from. Malaysian. sources, the 
Penang smelters were shown to have 
smelted tin bearing certificates of origin 
from Bolivia, Laos, Burma and Tanzania 
-— many of which were suspected to be 
false. The certificates showed Bolivia as 
the biggest source. — from nil in 1980, 
shipments based on the suspicious docu- 
ments grew to 398 tonnes in 1981, 1,854 
tonnes in the last quarter of 1982 and to 
more than 4,200 tonnes in the first four 
months of this year. The assay of around 
73-74% of metal content reinforced the 
officials' belief that the tin could not have 
come from Bolivia, where the rate is 
lower. 

The smuggling has clearly undermined 
current international efforts to narrow the 
size of the huge tin surplus overhanging 
the world market through export cutbacks 
among ITC member countries. Although 
delegates from other countries. deliber- 
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ately refrained from mentioning Thailand 
by name, Thai officials who attended the 
June 19-24 ITC meeting in London said 
they could feel the heat of the problem. 

Despite proposals for substantially 
greater cutbacks, the London meeting fi- 
nally decided to raise the 36% export cut- 
back, in force since July 1982, to 39.2% 
for the period J uly-September. 


here is little doubt that Malaysia, the 
world's ciem tin exporter and thus 
most affected by the chronic price slump, 
is deeply concerned with the increasing 
smuggling, which explains why it was the 
main driving force behind the current 
coordinated suppression effort. Malaysia 
reportedly is bent on stepping up scrutiny 
at its Penang smelters; whether it will suc- 
ceed in discouraging their acceptance of 
tin with shady origins remains to be seen. 
Addressing. a Malaysian Chamber of 


Leong: no hesitation. 





Mines meeting in Kuala Lumpur in May, 
Leong noted that certain “elements have 
been circumventing export control by 
smuggling tin concentrates out of the 
country as well as fraudulently declaring 
their concentrates as imported from other 
countries for smelting purposes." He said 
that if left unchecked, this smuggling 
might even nullify the objectives of such 
export-control measures. The Malaysian 
minister warned that his government 
would not hesitate to deal severely with 
those who practise evasion and those who 
abet them. 

The Penang smelters’ alleged accept- 
ance of smuggled tin is seen in Thailand as 
a symptom of a troubled industry trying to 
use idle capacity which was created by the 
export cutbacks (and subsequently re- 
duced production in Malaysia). 

The coordinated anti-smuggling cam- 
paign, which embraces all three Asean tin- 
producing countries (though Indonesia 
appears to feature much less promi- 
nently), was announced simultaneously in 
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the three Asean capitals on June 19 — two 
days after the formal establishment of 
ATPC, 

At Thailand’s invitation, a senior ITC 
officer visited Bangkok and tin-producing 
provinces in southern Thailand in the final 
week of July to examine the smuggling 
problem. His findings reportedly rein- 
forced an already well-known understand- 
ing in tin circles here that a large number 
of small suction boats operating off the 
southern coast are the hotbed of smuggl- 
ing activities. 

These boats have been plying the waters 
off Phang-nga and Phuket since the mid- 
1970s — first illegally in areas where con- 
cessions had been granted to foreign and 
Thai offshore mining companies, later on 
specifically allocated ground within the 
concession areas of the state-run Offshore 
Mining Organisation. Their present share 
of the country's total tin production is 
about 25-27%. In contrast with the regis- 
tered onshore mines and offshore dredg- 
ers, the suction boats’ operations are ex- 
tremely difficult to control. 

Unlike proper tin dredgers, which em- 
ploy an automatic belt of buckets to scrape 
ore from the ocean floor from one end to 
the other of a demarcated zone, suction 
boats operate a simple air-pumping device 
to suck up the ore, leaving behind scat- 
tered holes on the ocean bed, thus making 
it uneconomical for the dredgers to ope- 
rate there. There are many such suction 
vessels and they are constantly moving 
around in coastal waters — many control- 
led by large operators connected with ves- 
ted interests. 

While police, customs and Royal Thai 
Navy coastal patrols are being stepped up, 
the DMR is banking more on a package of 
other measures to discourage smuggling. 
According to DMR director-general 
Sivavong Changkasiri, a July 6 Industry 
Ministry announcement effectively al- 
lowed miners to store twice the produc- 
tion quotas they are allocated. Previously, 
they could only store the equivalent of 
their quotas. 

More significantly, the department is 
pushing for a substantial reduction in 
royalties, which at present are very much 
higher than those in Malaysia. Most pri- 
vate operators and government officials 
believe that a royalty cut, which could 
only be effected after cabinet approval, 
would without question reduce smuggl- 
ing. However, some officials voiced con- 
cern that influential people linked with the 
tin rackets might lobby against such a 
move. 

It is understood that an earlier attempt 
at a royalty reduction, smaller than that 
now proposed, before the expiration of 
Prime Minister Prem Tinsulanond's third 
coalition government in April, failed to 
materialise. No reason was made public. 
The DMR also is proposing amendments 
to the Ores Act that will exempt miners 
from paying royalty — while ores are in 
store — until they are sold. 
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An austerity programme 
slashes project spending 
but favours rural outlays 


By Guy Sacerdoti 
Manila: Following both the gov ernment's 
and the International Monetary Fund's - 
programmes for strict austerity, but ignor — 
ing much of its own development - 
priorities, the Philippines has tabled a no- — 
growth budget for 1984 which drastically. | 

cuts into new capital outlays and equity in- - 3 
vestments in favour of routine expendi- - 
tures. At P59.5 billion (US$5.45 Mew : 
the budget is nominally 11.4% above the — 
revised P53.4 billion allocations set for 7 
this year. But the inflationary effects n 
the recent 7.3% devaluation of the peso” 
against the US dollar and accompanying i 
fuel-price rises will probably eat up most” 
of the increase. 

However, with elections scheduled for. ir 
the National Assembly next May, the 1984 | 
budget can still be considered an election — 
budget, with new capitaballocations which — 
emphasise spending for local governments 
and the largely rural-based Kilusang — 
Kabuhayan at Kaunlaran (KKK), or naz ^ 
tional livelihood programme, at the ex zm 
pense of investments in domestic energy, 1 
industry, agriculture and education, © 
Nonetheless the overall budget remains — 
below the 1982 allocation even in absolute — 
terms and 8.5% under the originally plane 
ned 1983 budget of P65 billion. 1 


. ` ' 


well known. The 1981 financial crisis led — 
the government into the private sector fo. — 


coupled with world recession, forced itto 
rapidly increase equity investments to its — 
own corporations such as the National — 
Power Corp. and the National Develop- — 
ment Co. At the same time, attempts t0 
maintain development programmes via à 
counter-cyclical policy contributed to the ` 
huge budget deficits currently plaguing M 
the Treasury. Excessive borrowing was | 
the result, which Manila could not sustain - 
without violating its own statutory 20% 
ceiling on the amount of fixed-term de 
repayments às à proportion of the previ- - 
ous year's export receipts (the Philippine ~ 
definition of debt-service ratio). 

The balance-of-payments position de- 
teriorated rapidly, forcing the govern- ~~ 
ment to seek additional IMF aid, while the m. 
accompanying short-term adjustment ~ 
plan dictated drastically reduced budget — 
deficits as a condition for receiving the j 
IMF funds. The P14.4 billion deficit in ~ 
1982 (or 4.3% of gross national product) 
had to be cut to P9.4 billion this year 
(2.6% ) and again to P8.8 billion (2.1% )in 
1984. It was largely for this reason that the 

















estic alternatives to im- 
ted energy — left attention 
naintenance costs for com- 
pl leted infrastructure on the 
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The favoured way of re- 
ducing the deficits is by boost- 
ing revenues. But the Phi- 
pines by the late 1970s 
| lost much international 
mpetitiveness because of 
r-protected manufactur- 
hich led to production 
ciencies. At the same 
cal consumers were in- 
ly shielded by sub- 
: primarily for petro- 
roducts. 
country’s technocrats acknow- 
the need to right the skewed si- 
and joined the World Bank 
s structural-adjustment programme 
IEW, Mar. 24), the first two loans 
ring in part tariff anomalies and in- 
ent incentives. A gradual reduction 
port tariffs is well under way (giving 
erence to priority industries), and 
the Investment Incentives Policy 
passed by the assembly earlier this 
. emphasises tax credits for per- 
nce rather than tax waivers based on 
ment, it is applied to new invest- 
nt and expansion only and so it.cannot 
se revenues immediately. 

h the economic recovery beginning 
affect consumer demand, the govern- 
nt has decided not to introduce any 
revenue measures until the end of 
_Expected revenues for the 1984 
get will therefore increase in nominal 
ms by only 9.3% to P41.5 billion, 
ed largely on improvements in busi- 
s earnings. Slower growth in import- 
earnings, as a result of the recent de- 
iluation (REVIEW, July 7), as well as the 
tinuing tariff 1ciorm, snould be some- 
what offset by the 3% ad valorem import 
x introduced in January, and the boost 
-export tax revenues from commodity- 
price increases. Increased fees and 
harges by government will m boost 
non-tax revenues. But even 
with these measures, total re- 
enues are growing slower 
inflation. 

he only. way out was to | 
ash new capital expendi- . 
es. As a result, while 
current operating expendi- 
tures will rise 13.5% to P41.5 
billion (still a meagre 9.7% 

of GNP), capital outlays will 
fal to a mere P144 bil- 
; lion, a full 33% below the 
original 1983 allocation for. | 
ital ecu and 11% ~ 
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Agriculture and; agrarian reform: 
Natural resources 


| b Industry 
ts in developing the much- | Trade 
ded, albeit expensive, Tourism | 
j | Power and energy 


Water resources development, flood control 
Transport and commun ications = 


Social services. vs 


Education, culture, manpower development 
Health, nutrition, population control 
- Social security, labour. employment 
 Howing. community Sevelopiient 


General publicservices 
General services: 
Public order; 


Jatemationsidevelopatén aid 
General aoreet | 




















On income and profits s 

On property = 

On domestic goods anes services 

On international trade and transactions. 


Non-tax 


terms. 


vested during 1982, 
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sos the revised 1983 badge m real 





A Ithough this is an election. year, social 


services will suffer most, with allocations 
for health, nutrition and population con- 


trol dropping more than 1796 in real terms 


(P2.7 billion) and education, culture and 
manpower 


development falling 11% 
(P7.1 billion). Expenditures for public 


7.8976. 
he government instituted an in-depth 


Ministry of Public Works and Highways 
and the Ministry of Transport and 
Communications, postponing or delaying 
projects not of highest priority to keep 


lion. is planned for new projects. This con- 


lays for the two ministries in 1983 of P8.6 
billion. 


lowing, once again, the demands of the 
IMF programme. From the P9 billion in- 
the original 1983 
target of P6.9 billion was reduced to P4.5 


of this year's budget, and the plan for 1984 
is to maintain t nee same ae investment. 
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capital expenditures for 1984 down to- 
P 5.4 billion. Of that total, only P775 mil- 


trasts with originally planned capital out- | 
Similarly, government expenditures for. 


corporate equity are dropping rapidly, fol- 


billion d during the November 1982 revision . 





services will be reduced in real terms by 


dts various branch 


to the assembl 
ue Agden ext 
review of all capital projects of both the |` 


appropriátion : 


a one PS. 4 billion in 1983, 
itis expected to rise to P11.7 
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3| 5.5 | billion, or a real increase of 
1| 12 | more than 28%. About P3.6 
2| 06 billion of the amount will 
i| 0.1 cover principal repayments. 
1 | i. In sectoral terms, debt repay- 
E ment is by far the largest por- 
41 49 tion of the budget and will 
9, 211 take up nearly 20% of the en- 
2| 12.0 tire 1984 expenditure. 
ET Because a large portion of 
61. 25 debt is in foreign currency, 
9j 09 the government hàs set aside 
8| 10.9 a P2.1 bi erve fund, to 
9| 18.6 i zentral Bank 
5| 96 es is unable to 
3 | us current. ex- 
4| 04 

9] 46 

2| 197 
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was for current 
otalling P53,5 
cies exist be- 
and Marcos’ 
he bill before 
mon), the final 
1 — scheduled to 
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of National Defen e. At P8. 42 bill lion, the 
cludes P6.51 billion to 
the Armed Forces-of the Philippines and 
n As the May 1984 
t is expected that the 















elections approac 


_ forces will become more involved in civil- 
















action programmes, and some of the allo- 


cation may help Marcos’ party politicking. 


But the majority of the funds will be used 


to continue anti-insurgency efforts against 


the growing menace.of the New People’s 


um the armed wing of the Communist 


i of the Philippines, and 
logistical Süppoft and 

equipment. 
- ^v In. a major shift, the. sec- 
j ond-largest allocation will go 
4. to national assistance to local 
government | units, which 
. ,Shows an 80% increase over 
. this year's revised figure. This 
. will, in all likelihood, be Mar- 
. ;€os' primary pork- -barrel fund 
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We can put you 
in touch. 


uyers all over the world 
recognize that Hong Kong 
manufactures a wide variety 
of high quality, competitively priced 
products. To most buyers however, 
time means money, and to travel 
thousands of miles on a buying 
trip to Hong Kong can mean 
weeks away from their business. 

The Hong Kong Trade Devel- 
opment Council brings together 
the manufacturers and exporters 
of Hong Kong goods with the 
people who want to buy them. 

At thesametime,the HKTDC 
sponsors special Made in Hong 
Kong displays and exhibitions at 
important international trade fairs. 
These shows give overseas busi- 
nessmen the chance to see what 
Hong Kong has to offer. In addi- 
tion, the HKTDC organizes specific 
business group visits to many major 
cities worldwide. 

So, whether you are doing 
business in Hong Kong or would 
like to do business with Hong 
Kong, the HKTDC can put you 
in touch with all the right people. 

There are now twenty-nine 
international HKTDC offices ready 
to assist you. 

Our service is free - your 
business opportunities unlimited. 





Hong Kong Trade 
Development Council 


lC 
DIC 


Connaught Centre, 

| Connaught Place, Hong Kong 
Telephone: 5-2679222 

Cable: CONOTRAD HONGKONG 
Telex: 73595 CONHK HX 





Offices in; Amsterdam » Frankfurt « Hamburg « London « Manchester * Paris e Marseille e Milan « Stockholm * Vienna 
Zurich « Chicago « Dallas « Los Angeles « New York « Miami » Toronto + Mexico City * Panama e Sydney + Tokyo «Osaka * Hong Kong * Nairobi. 
Also consultant representatives in: Athens * Barcelona * Dubai * Abidjan. 
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— million during the coming year, P469 mil- 
lion of which is earmarked for new capital 
expenditures: X2 | 

Budgetary aid to local governments was 
originally allocated P202 million for 1983, 
but will receive P550 million during the 
1984 election year. With other pro- 
_ gramme increases, including a P4.5 bil- 
lion share of national revenue, the lump- 
sum funds going to local government units 
will total P7.6 billion. 


E ext on the list is the all-encompassing 
| 5 Nations! Priorities. Support Fund, 
— which also receives a major boost, from the 
-— 1983 original allocation of P2.18 billion to 
— the 1984 figure of P6.19 billion. Most signi- 
— ficant among its sub-sector allotments is the 
— undefined "special activities fund," which 
—— receives P2.5 billion evenly split between 
current and new capital expenditures, P1 
E billion for the KKK support fund and 
N - P700 million for its capital purchases. 
— — Then comes education at P5.68 billion, 
——mew government corporate equity (P4.5 
T billion for some 42 public corporations, 
banks and agencies), health and nutrition 
_ (2.27 billion) and public works and high- 
— Ways ( P 1.87 billion). The priority of these 

allocations shifted dramatically from the 
E original 1983 P65 billion appropriations 
> bill, which ranked allocations: public 
— works and highways (P9.8 billion), de- 
fence ( P 8.26 billion). education ( P 5.8 bil- 

lion). local government (P5.15 billion) 

P2.9 billion). 
—  — Naturally, with the election-influenced 
increases in capital outlays for the KKK 
— —programme, other priority support funds 
— and local governments, other sectors had 
— to suffer significantly if the targets for re- 
—— duction in capital expenditures were to be 
- met. The most significant drop in capital 
— outlays was in public works and highways, 
—— which already had had its P8.4 billion al- 
= location this year drastically cut during the 
— November revision before the decision to 
ps further reduce it to P761 million. 

> Even more drastic was the slashing of 
— the transport and communications capital 
© allocation, which was cut from P 1.8 bil- 
— ion to P 14 million for 1984. Investment in 
-— energy, the majority of which has gone to- 

_ wards substituting expensive imported oil 
_ with domestically produced geothermal, 
— hydroelectric and coal power (REVIEW, 
— July 21), had its P 2.8 billion original capi- 
— al budget for 1983 crushed to a minuscule 
— PI.3million for the coming year. 
3 Less dramatic but as important in deve- 
E ‘lopment terms are capital purchases for 
d agriculture, which at P226 million ‘are 
— 30% below the 1983 original budget fig- 
— ure. Capital costs for education suffered a 
— Similar fate, with the P350 million for 
— 1984 representing a 15% drop over the 
H 1983 budget. 
= It is unlikely that this overhaul of deve- 
— lopment priorities for the 1984 elections 
si will bring much vociferous debate in the 
— National Assembly, but it is just as unlikely 
— that the shift in emphasis in the direction 
of capital expenditures will go unnoticed 
by the Philippines' foreign creditors, or by 
the World Bank and the IMF. B 
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inflation and higher interest rates, but Muldoon is unworried 


By Colin James 


Wellington: A sharp rise in government 
spending, well above the expected in- 
crease in revenue, has pushed the New 
Zealand budget for the fiscal year 1983- 
84, started in April, deeply into the red. 
The deficit before borrowings is estimated 
by Prime Minister and Finance Minister 
Robert Muldoon to be NZ$3.17 billion 
(US$2.06 billion) which, at 9.5% of the 
projected gross domestic product, is the 
highest for many years. 

The budget, presented to parliament on 
July 28, follows the economy's struggle 
with the long world recession and substan- 
tial income-tax cuts that came into effect 
in October 1982. The huge deficit im- 
mediately raised questions among 
economists and in the financial communi- 
ty as to whether its financing will prove in- 
flationary. The past year’s budget deficit 
was already NZ$1.77 billion — two-thirds 
of it financed by domes- 
tic borrowing and the 
rest by overseas borrow- 
ing, 

After his budget pre- 
sentation, Muldoon told 
reporters he was not un- 
duly concerned about 
the deficit. He said it 
need not be inflationary 
provided it is financed 
by orthodox means — 
which economists under- 
stand to mean by non- 
bank private-sector bor- 
rowing. But questions 
have been raised over 
whether this might not 
push up interest rates 
again. After taking in more than NZ$1 bil- 
lion, net, through high-interest stock at 
rates ranging from 13-15?5 during March- 
June, the Muldoon government has been 
jawboning interest rates down. Towards 
the end of July, bank lending rates and 
those on commercial bills and debentures 
had dropped by 2-3 percentage points. 

But on July 27 Muldoon suddenly an- 
nounced he would withdraw from the 
market the next day a government tap- 
stock issue at 14% and replace it with one 
at 8%, Treasury-bill yields were reduced 
from 12% to 7.8% for 91-day stock and 
from 12.5% to 7.9% for 182-day stock. 

Muldoon said: “I expect financial institu- 
tions to align their rates, both borrowing 
and lending, with these new government 
rates" and warned he was ready to impose 
regulations to prevent a breakout of infla- 
tion that is not acceptable to the govern- 
ment. "If that is not successful, various 
taxation measures can be implemented," 
Muldoon said, adding that any such mea- 
sures would be backdated to July 27. 


Muldoon: determined. 





In the budget, written before the sud- 
den interest-rate move, Muldoon made it 
clear he wants interest rates commensu- 
rate with the low inflation rate achieved 
under a wage-price freeze in force since 
June 1982 and scheduled to remain until 
February 29, 1984, Inflation in the 12 
months ended in June was, 8.3976, and in 
the six months to June, just 1.9%. 

Muldoon also said the government is 
“determined to adhere to a policy of 
monetary restraint," After rapid growth 
in the monetary base in the second half of 
fiscal 1982-83 because of large private cap- 
ital inflows from overseas, the growth rate 
in both the money supply and private-sec- 
tor credit had come down to a level com- 
mensurate with the low inflation rate. 

He said the government’s debt sales 
programme focused primarily on limiting 
money-supply growth and the reserves of 
financial. institutions. 
But he added that the 
aim was not a credit 
squeeze. "Sufficient 
lending will be available 
to finance real economic 
growth at low rates of in- 
flation," he said. Since 
he has been predicting 
inflation of around 8% 
for fiscal 1983-84, that 
suggests he is targeting a 
money-supply growth of 
the order of 1095. 

Ironically perhaps, in 
the light of his July 27 
statement, he saw the ef- 
fectiveness of monetary 
policy as being “en- 
hanced by a more competitive financial 
sector" and a recent invitation to financial 
institutions to apply for licences to deal in 
foreign exchange was intended “to en- 
courage the further development of com- 
petition and expertise in the field of 
foreign-exchange operations." 


M: noted that net government 
spending was due to rise from 
NZ$12.67 billion in 1982-83 to NZ$14.34 
billion this year, an increase of 13%. This 
masks a shift in incidence. “More tradi- 
tional areas of government activity," as 
Muldoon called them, are to be increased 
less than development spending. 

Spending on administration, foreign re- 
lations, education, social services, health 
and transport and communications is to 
rise by an overall 5.7%. | 

Development of industry, on the other 
hand, is to rise by 22%, including invest- 
ment in oil and gas of NZ$160 million — 
NZ$90 million of that in oil exploration — 
and in expansion of the New Zealand 
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. EXPENDITURE ` 
Administration: J 
Foreign relations css 
Development of in 
Education 
Social services: 4 
. Health 4^ 
Transport & comr 
Debt service ^^ 
Other . USO Coq 
Total net expenditure .: 


-REVENUE i i C 
. Income tax (including or porate) 2,455 




















Cashsurplus |... , 5 . 39 


rise in the standard tax rate from 31% to 
31.595. These are calculated to push the 
share of direct taxation down from 76.3% 
‘of the total tax take (minus highway tax) 
to 74.8%, and indirect tax up from ee 
to 25.2%. 

Muldoon said the small (0.696) rise in 
income taxes was possible following tax 


reductions i in October 1982 and the effect | 


growth i in incomes. Total tax receipts, in- 
cluding other direct and indirect taxes, are 
< "projected to rise 2.6% to NZ$10.35 bil- 


lion. Total revenue is projected to rise. 


2. 4% to NZ$11.17 billion. | 
 Muldoon acknowledged the problem 


that the swollen deficit would pose for. 
economic management, particularly con- 
. ‘taining inflation, but blamed the long 

" world recession. “Substantial moves this- 


ear to eut expenditure Or raise revenue 








laz6Ls | 1,257 


dsked tu pner the domestic re- 





scheduled for November 1984. : 
Not emphasised by Muldoon was debt 
servicing — another major reason for the 
increase iñ government spending. Be- 
tween March 31, 1982 and March 31 this 
year, total government debt rose 30.3%, 
from NZ$14.4 billion to NZIS: 7 billion. 
Of the increase, NZ$2.22 billion was i 
overseas debt which rose- 35. 970. 
NZ37.8 billion. (dj 





his has pushed up the cost of servicing 
foreign debt. by 23.7% between 1981- 
82 and 1982-83; and from 6.2% to 6.896 as 


taxation to 7.576 in the same. period. - 

In 1983-84, the debt servicing fore i Is 
estimated to rise even more 
sharply, reflecting heavy borrow- 
ing in 1982-83. The budget shows 
net debt servicing rising 36.9% 
from NZ$1.49 billion to NZ32. 04 
billion. 

A key element in the debt pro- 
blem has been depressed terms of 
trade, which Muldoon argued 
had stayed low for longer than in 
the depression of the 1930s. The 
terms stood at 73% (on a base of 
100 in 1957) for the nine months 
to. March. Although there has 
been an improvement since then, 






5 7,500.0 fd : 

Otherdirect "^ dec ORA. 70.0 Muldoon said in his budget pre- 
| m —€—s | es e  sentation, "they are unlikely to 
|. Customsduty o o paaa S118 540. ed f uite sii 

Deinde aa ATES 715.9 | return to the average levels that 

Highwaystax — ^^ t : 233.01 — 240.0 prevailed before the first oil 
. Interest, Maia aa receipts. | SOS. LO 812.0 shock." 

Total net receipts i. = Ni € 11,167.0 To counter this he called for 

DEFICIT vatis |] 2,766.9. |. 3,168.7 greater international competi- 

Financing of deficit Tu A e | E 

Net borrowing in New. Zealand 1,128.6 oo tiveness and said the government 
Net borrowing overseas” 641.8 — was determined to maintain the 


reduction in real wage costs that 


freeze. However, he gave no indication of 
how that might be done, except for seek- 


ing trade union cooperation through talks 


now in progress. 

The budget introduced no major 
changes in government economic man- 
agement. One which will affect foreign in- 
vestors, however, removes the tax-deduc- 
tibility status from interest earned by non- 
residents. This is likely to affect Japanese 
investors in bonds in particular. “Other 
forms of income derived by overseas resi- 
dents, such as dividends and royalties, are 
subject to New Zealand taxation and it is 
anomalous to allow interest payments to 
overseas lenders to remain exempt,” ' Mul- 
doon said. 

The removal of the exemption will 
mean a withholding tax of.1576 will be 
charged on gross interest payments. The 
rate will be 10% in the case of residents of 
-17 countries with which New Zealand has 
-dou ix; jon agreements. 7 





‘ively aine until after the election | | 


a ratio of export income. The total net cost - 
of debt servicing rose from 6.1% of total | 


have taken place as a result of the. 
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Kathmandu: Nepal's budget for 
m | Ss ational P was Lear > 





vote - out ‘then prime. minister y 
Bahadur P fees july 











by th then new administration of P 
ter Lokendra Bahadur Chand, the 
is now facing critical scrutiny fron 
ficials and independent econom 
feel it is incongruous with the c 
teriorating economic condition: 
Critics dismiss the budget —1n 
its ambitious targets. through : 
venue estimates —— as a clevi 
"balance-sheet of f the: whimsica 











































nent, cr Greece? minis ste 
sad Pant. 

In his budget — on i3 | 
said the current economic diffic 
sulted from a 13% decline in a 
production owing to the drough 
and a 33% drop in exports in the 
quarters of fiscal 1982-83 — wh 
gether with a 2976 increase in impo 
to a trade deficit of Rs. 3.7 
(US$260 million) — owing to t 
sion in the industrialised economie 

Pant nonetheless pointed ou 
dustrial production grew by 19% 
sult of "satisfactory" increases 
put of cement, iron goods, cottot 
sugar and soap. 

Critics insist that at Nepal's slowe 
tural production and exports 
from the Thapa government's 
sighted economic policies. R venu 



















































pated also failed to reach 
sult, total allocations originally 
9.19 billion came to an actual level 
6.95 billion, or a shortfall of nea 
The deficit in outlays for dévi 
projects was even higher at 30%. . 

Fearing a repetition of this perfort 
in fiscal 1983-84, critics said reve 
targets may be unattainable given the 
monsoon that had delayed paddy-sow 
which is likely to lead to a crop. 
1984. riva pla is diras the e 
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> ing sy Beitig ein. Aside t6 meet the gap, 
budget also opes the sale of gov- 





















two- "Way iade in See de- 
d 1.595 in the first half of this 
hough the visible trade deficit — 
o sluggish imports — was down 
ly to S$7.25 billion (US$3.41 bil- 
m 5$7.78 billion chalked up. by - 
982. The deficit, which stood at 
billion at the end of the first quarter, 
own slightly to $$3.5 billion at the 
June because of a not inconsidera- 
se in exports to two major markets: 
th America and Southeast Asia. 

iled trade figures for the first five 
ths of the year show that exports to all 
or areas, excluding these two, were 
n, prominent e the- declines 


































) and the Middle Fist. The decline 
particularly noticeable in the smaller 
kets of the countries of Latin 
a, Africa and the Subcontinent. 
dependence on major export outlets 
d the lack of diversification into smaller 
kets could continue to affect the ex- 
performance for years to. come. 

ven in the North American market, 
lere Singapore's exports grew 26% in 
» first five months, growth was not as 
ressive as that of Hongkong, where 
Xporters — cashing in on autumn and 
_hristmas orders — have been hard put to 
ind sufficient cargo space. 


rn in exports — as in the first quarter 
EVIEW, June 2) when all industries, 
the exception of construction, re- 
corded declines. Banking figures since the 
st quarter throw some light on. the 


vere up by $$663 million over April with 








ans to manufacturing and transpot 


on total revenue of Rs 4.3 billion — in 
billion from existing: sources and Rs | 


_ Although relevant figures for the i 
ind quarter had not been published at the 
' of writing, these are likely to show 
me trend — except for the small up- 


rends. In May, bank loans to industry. 


he bulk of the increase going to financial. 
nstitutions, private individuals, the trad- | 
ng sector and the construction industry. 
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that period. 

The Chand government is now facing. 
criticism from National Panchayat mem- 
bers for having adopted the Thapa gov- 
ernment's budget. The critics say no 
change in the economic situation can be 
expected for as long as this budget is fol- 
Minister Prakash Chandra 
Lohani agrees that the budget was based 
on highly inflated figures that need to be 






communications were d margin Hy. 


tional borrowed money is known to have 
been funnelled into the stockmarket. 

The growth in the banking sector itself 
may soon be levelling off, according to 
some independent economists. The gov- 
ermment-controlled Development Bank 
of Singapore, the largest financial institu- 
tion in the republic, warned in its annual 


report in April that the prospects for. 


growth for banking this year were limfted. 
However, the government is bent on mak- 
ing Singapore the largest financial super- 


market in the region, with among other | 


things recently announced tax incentives 
for syndicated loans arranged in Singa- 


pore and the plan for a financial-futures | 


market. 


But even some government officials re- | 


main sceptical about the tangible benefits 


of a financial-futures market to the coun- | 


trys economy. "It may provide yet 


another financial instrument for trading | 


by bankers and punters and may provide 
some jobs, but it will expose the Singapore 
currency to more external pressure," said 
one source. The Asiadollar market has 


stabilised at around US$100 billion in as- 
sets and no spectacular growth is ex- | 
pected. The financial-services. sector, 
which grew 21% in 1981 and 13% in 1982, 
may be in for slower penne Pus year 
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Southeast Asia 4.3108 
- Northeast Asia 1 4,368,9 
South Asia 1.128.4- 
West Asia 1,393.4 

| Oceania 1408.6 

. Western Europe 2,116.5 

. Eastern Europe 332.8 

| Africa — 752 1 
North America 2,384.4 — 
Central ánd South America t * 406.4 - 








The sale went on. and this is s now being ] 
blamed for the 17% increase in the money 
supply and the- 15% inflation. rate during l 
| cences worth Rs 500 million for a wide var- 








= Lohani also: said mports of luxury and 
'semi-luxury goods would be.restricted. A 
| couple of months before the Thapa gov- 
ernment was ousted, it issued import li- 













| dety of consumer goods in the hope of in- 
 creasing revenue through customs and ex- 
cise duties. The move backfired, however, 
as businessmen took advantage of the po- 
| licy and acquired foreign exchange — not 
| to buy the permitted products but to take 
| profits on the dollar black market. This is 
now being blamed for a virtual exhaustion 
| of foreign-exchange reserves. 





One sector that may be headed for 
medium- to long-term problems is oil. Sin- 
gapore is the third-largest oil-refining 
centre in the world and petroleum pro- 


t | ducts comprise almost a third of the re- 
Other than to construction (which took . 
S$78 million), a large part of the addi- 


| public's exports. More than 90% of Singa- 

pore refineries’ output is for export, and 
Asian countries such as Indonesia, which 
supply their own crude and buy back re- 
fined products from Singapore, account 
for some 40% of the total. 

Demand for petroleum products is 
| down and since 1982 Indonesia has re- 
| duced the amount of crude sent to Singa- 

pore for refining. Exports of petroleum 
products were down to S$1 billion or 23% 
in April, from S$1.4 billion a year earlier. 
| Indonesia, which is increasing its own re- 
fining capacity, is estimated to have sent 
| about 60% less crude to Singapore in the 
| first half. In addition, many Middle East- 
| ern countries are getting into the refining 
| business, which could further reduce Sin- 
| gapore's role. 
| Also hard hit by the recession is Singa- 
| pore's shipbuilding and repair industry, 
which was on the upswing during the hey- 
| day of the large oil tankers. In the late ` 
| 1970s, the lure of the offshore oil-rig busi- 
| ness — especially in the South China Sea 
| — sustained it. But in the first quarter of 
| this year, the shipbuilding and oil-rig sec- 
| tor was down by a hefty 18.8%. Since 
| then, no major contract for ships or oil rigs 
| in Singapore have been announced and, 
| moreover, the competition from South 
| Korea has all but overtaken Singapore's 
entrepreneurs. 
. Even the tourist industry, which two 
years ago was looking for 10% compound 
annual growth in the 1980s, has fallen on 
troubled times. Tourist arrivals were 
down 1.7% in the first quarter and no up- 
turn is in sight. Most local hotels have oc- 
cupancy rates of 7095 — the lowest since 
1975 — and are offering discounts of up to 
4095. . 
-o Overall, the economy is headed for 
modest expansion, with a 4%-plus in- 
crease in gross domestic product in real 
terms forecast pope year atan G. 39ein - 
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The Boeing 757 is the most fuel-efficient jetliner in the sky. In passenger comfort, it is superior to 
any other airplane its size. Here's the perfect match of advanced technology and passenger con- 
veniences. It's one more way Boeing is helping to keep air fares one of the world’s best travel values. 
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June 1-September 30,1983 . 
The Philippine Plaza brings back 
the Midyear Bonus, now on its WI 


4th fantastic year! 40% off on - 
China. 


published room rates! 
A one-of-a-kind offer from the on ade! 

. ina remains a mystery to Dusiness- 
one-of-a-kind hotel. Come, share men around the world. Which is 
in this great Westin tradition. why they have a difficult time assess- 

Ç ing China's potential as a market 





for their products. 
Yet, for 20 years, the CHINA 


WESTIN HOTELS TRADE REPORT has helped China 
efe — Traders eliminate most of the quess- 
Philippine Ploza work in doing business with this 
enigmatic country; and helped boost 

Manila's only seaside resort. their profit opportunities. 


This authoritative journal comes 
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confirmed group rates. tics on China — every month. It 
For reservations, call your Travel Agent, indexes dates, significant develop- 
the Westin Hotel in your city or Philippine Plaza ments and contracts; supplies trade 
832-0701. Cable: PHILPLAZA. Telex: 40443 indicators and up-to-date assessments 
FILPLAZA. C) of China's fluid trade relations. 





An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 


in China. 
A confidential monthly newsletter. 
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TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 
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Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
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We tried to show you 





the whole MF range, but the page 





Our attempt proves one thing conclusively 
to see MF tractors isn t here, it s on the ground, 
over the world 

We're not just content with being the world s No. 1 
tractor maker. We are con stantly expanding and im pron ing 
our products, so that today Massey- Ferguson can offer 

The popular MF 200 Series from 47 to 92 hp, now even 
better with higher specifications including a brand new gear 
box and new four wheel drive models across the range 
@ The powerful MF 2000 Series, 6 models with two and 
four wheel drive from 117 to 158hp, designed for high daily 
output with minimum downtime 

The massive MF 4000 Series from 225 to 375hp. All 
articulated with equal four wheel drive, perfect for very large 
farms or estates 


the best place 
on farms all 


wasn't big enough. 





As a farmer or project manager you will find an MF tractor 
to suit your farming needs. We at MF know the wide variety of 
challenges you face in the field every day because we have 
worked side by side with farmers in different crops and 
climates. And all MF tractors are backed by the most extensive 
and experienced distribution 
network in the world. 

So if you can t see 
your next tractor on this page, 
try your local MF Distributor 
— he can do even more 
justice to the MF 200, 2000 
and 4000 Series tractors 


Massey Ferguson 





Massey Ferquson (UK) Limited, Banner Lane, Coventry CV4 9GF 


Navigator 


he merchants who pioneered trade routes 

to the East faced many unknowns. Today, 
successful navigation in Asian waters still 
demands patience, skill and local knowledge. 

HongkongBank has acquired such 
expertise through more than a century of 
service to the development of Asian trade and 
commerce. 


CONSOLIDATED ASSETS 


This expertise has also provided the (X 
momentum for the Bank's expansion into one 
of the world's largest international banking 
groups, with more than 1,000 offices in 54 H k B k 
countries. Ong ong arn 
Such capability allows HongkongBank to The Hongkong and Shanghai Banking Corporation 
respond to your banking needs quickly and Marine Midland Bank « Hongkong Bank of 
effectively, in Asia and around the world. Canada » The British Bank of the Middle East 
HongkongBank will give you access to a Hang Seng Bank Limited + Wardley Limited 
range of financial services which will help you Antony Gibbs & Sons Limited 
chart a continuous course to success. Mercantile Bank Limited 


Talk to us today. Fast decisions. Worldwide. 
AT 31 DECEMBER 1982 EXCEED USS$58 RII TTON 
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Industry leads Hongkong's tentative economic recovery 





By Mary Lee 
Hongkong: The territory's long-awaited 
economic recovery is here at last, and the 
manufacturing sector is leading the up- 
turn. Order books are filling up and fac- 
tories are rapidly re-absorbing labour laid 
off in 1981-82. Industrialists are busy seek- 
ing funds in the stockmarket for expansion 
plans, while bankers — those not preoc- 
cupied with recovering or rescheduling 
loans to tottering property developers — 
are now eager to extend credit to the 
manufacturing sector. 

The gathering strength of this sector — 
Hongkong's economic backbone, which 
had been weakened by property-market 
speculation in 1979-8] — is already 
spreading to the employment and prop- 
erty fronts. Latest labour statistics show 
unemployment down to 4.2% in May 
from the high of 5.5% in March, while es- 
tate agents are busy looking for factory 
space for industrial clients who can now 
afford to move to bigger and better 
premises or who are setting up new fac- 
tories. 

The bullish mood is evident in industrial 
boardrooms. Orders are pouring in for 
electronic goods, particularly telephones, 
at so rapid a rate that many companies are 
already complaining of a shortage of com- 
ponents. The latest official survey cover- 
ing the largest 200 manufacturing firms in 
May showed that electrical and electronic 
products and garments were leading the 
recovery, with export orders lasting up to 
October. Some firms are 
now claiming full orders up 
to early 1984. 

The recovery is clearly 
United States-led. Taking 
the first five months of 1983, 
domestic exports worldwide 
are up 10% from last year's, 
while sales to the US have 
shot up 21?5. Total export 
figures for June, just out, 
show an even more vigorous 
growth — up 28% from 
1982. Said Trade and Indus- 
try Secretary Eric Ho: “The 
outlook for the US market, 
which takes 40% of our ex- 
ports, is particularly favour- 
able.” He added that US 
consumption expenditure is 
forecast to increase steadily 
from the equivalent of 
HK$5.3 trillion (US$739.19 
billion) for the first quarter 
to HK$5.5 trillion by the 
end of the year. 

Several manufacturers 
realise that this is a good 


time to expand production . facilities 
and invest in new plant and equipment 
to diversify and upgrade product lines. 
The availability of a wide choice of 
cheap factory space and institutional 
offshore funds waiting to invest in local 
industry will enable many to carry out 
such plans. 

Merchant bankers are preparing at least 
four more new industrial issues for the 
stockmarket, while one large US company 
— Commodore Electronics — recently 
chose Hongkong (rather than Singapore) 
in which to invest HK$100 million to ex- 
pand its operations. Commodore had 
taken a year to decide in Hongkong's 
favour, which it finally did largely because 
factory space here is now cheaper by an 
average 30% than in Singapore. Its 
HK$100 million expansion programme in- 
cludes the cost of buying an industrial-of- 
fice building as well as new machinery. 

Commodore savs its workforce, which 
has more than doubled in one year to 
1,200, will have to double again to support 
the new facility which will produce micro- 
computers, semiconductor components, 
software cartridges and parts currently 
supplied by outsiders. . 

Even with uncertainty prevailing over 
the territory’s political future, business 
prospects are bright enough for Hong- 
kong entrepreneurs to focus on making 
profits over the next five rather than 15 
years. Moreover, financial analysts main- 
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Governor Sir Edward Youde in Peking: an air of confidence. 


Better building blocks . 


tain that businessmen are generally more 
confident now about a Sino-British agree- 
ment on Hongkong, citing the three 
rounds of second-phase talks in. four 
weeks as evidence that both sides are 
working towards a solution. 


l^ tandem with the new political and eco- 
nomic optimism has come an invest- 
ment boost from an important source — 
China itself. A non-government corpora- 
tion, Everbright Industrial Corp., was es- 
tablished recently under the chairmanship 
of Wang Guangying, brother-in-law of the 
late former Chinese president, Liu 
Shaogi, to buy modern equipment which 
China needs. Wang is the first Chinese 
citizen to set up a private company in 
Hongkong since 1949. 

E verbright and its sister company, Vio- 
light, are expected to purchase “millions 
of US dollars worth of equipment through 


, Hongkong." said Wang. Everbright also 


plans to take advantage of Hongkong’s 
free-port status to do business with coun- 
tries which have no diplomatic relations 
with China. Neither the size nor the 
source of Everbright's investment has 
been disclosed, but already it has bought 
10,800 sq. ft of office space (one floor) in 
the Far East Finance Centre, Central Dis- 
trict, as well as luxury residential accom- 
modation on Hongkong Island, sources 
said. 

State-owned Chinese corporations are 
also planning to invest in 
local manufacturing. Plans 
include a brewery for the 
well-known Tsingtao brand 
of beer, a cement plant and 
textile processing, accord- 
ing to the director of the 
Chinese Ministry of Foreign 
Economic Relations and 
Trade's import-export de- 
partment, Dai Jie. Shang- 
hai's Mayor Wang Daohan, 
a frequent visitor to Hong- 
kong of late, also has said 
his city's Patriotic Construc- 
tion Corp. plans to open a 
branch office as well as 
"some processing factories" 
in Hongkong. In June, a de- 
legation from the Ministry 
of Machine Building Indus- 
try visited Hongkong to 
seek partners for joint ven- 
tures both here and in 
China. 

But while Hongkong's 
manufacturing sector would 
obviously like a boost from 
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China, if only to offset the transfer of local 
factories to neighbouring Guangdong pro- 
vince, what it needs even more is high- 
technology transplants (such as Commo- 
dore's expansion) from the West and 
Japan, as well as modern management. 
The process, though slow, is happening. 
For those who already have started, the 
profit outlook is extremely good. 

Hongkong's Atlas Industires, third- 
largest maker of computer magnetic heads 
in the world, recently announced it had 
won five-year contracts from IBM and 
Hewlett Packard worth several hundred 
million US dollars. According to Atlas, 
the IBM contract was awarded as a result 
of full satisfaction with quality and deliv- 
ery in 1982 *and after an intensive field 
study and evaluation of many offshore 
manufacturers by IBM last year." The 
Hewlett Packard deal will see Atlas sup- 
plying 80% of all that company's magnetic 
heads, up from 12.5% in 1979. In order to 
cope with this increase in orders — pro- 
duction capacity is fully booked up to 
early 1984 — Atlas is leasing another 
20,000 sq. ft of factory space. 

The company is also expanding in 
Malaysia, and financing for its industrial 
complex in Penang will be funded from a 
HK$188 million rights issue. Atlas esti- 
mates profits of HK$65 million in 1983-84, 

% of which will come from computer 
peripherals. Atlas suffered heavy losses in 
1978 resulting from a sudden cancellation 
of orders from Europe and the failure to 
establish a marketing arm in the US. 
Under new management from 1980, it was 
revitalised and has been profitable since 
1982. 

Also seeking to expand into higher 
technology products is Evergo Industrial 
Enterprise, which recently went public 
(Review, July 28) — the first industrial 
company to do so in nearly two years — to 
raise HK$150 million for this purpose. 
Evergo is a successful manufacturer of 
ceiling fans, light fixtures and insect killers 
in Hongkong and of kerosene heaters in 
Japan. To take advantage of growing de- 
mand for microcomputers, peripherals 
and telephone systems, Evergo recently 
established an electronics division. Pro- 
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duction of telephone systems is expected 
to begin early in 1984. 

The Atlas and Evergo share issues will 
be well-subscribed, analysts said, because 
of their growth prospects and sound man- 
agement. Another electronics company 
planning to go public soon is Lambda 
Electronics Holdings, which has diver- 
sified from electronic quartz watch pro- 
duction into home computers and tele- 
communication equipment. 

Although its HK$67 million share issue 
will largely be used to buy an industrial 
building owned by a property subsidiary 
of the parent company, Chuang's Hold- 
ings, Lambda's reportedly solid turnover 
— said to average HK$20 million a month 
— virtually guarantees a successful sub- 
scription, given the dearth of industrial 
stocks on the local market. 

Modern telephones, telecommunica- 
tion systems and microcomputers are 
clearly the hot items in the manufacturing 
sector today. They will do what electronic 
quartz watches did for local industry in the 
1970s. The dismantling of telecommunica- 
tions monopolies in the US and Britain 
has created enormous demand for tele- 
phones and other systems. Exports of tele- 
phones alone have shot up from HK$9 
million in 1979 to HK$321 million in 1982 
— à figure already exceeded by January- 
May 1983 exports at HK$417 million. 


Horee: the present trend of eco- 
nomic recovery and industrial expan- 
sion must be viewed in the light of several 
problems, in particular the weakness of 
the Hongkong dollar and its knock-on in- 
flationary effect. The currency's trade- 
weighted index has fallen by nearly 17% in 
the past 12 months. The high cost of im- 
ported raw materials and parts thus con- 
tinues to erode manufacturers' profit mar- 
gins and the prospect of double-digit infla- 
tion being reduced remains dim. 

While foreign-exchange speculation ap- 
pears to have subsided since the start of 
substantive Sino-British negotiations on 
Hongkong's future, bankers maintain past 
disruptive forces could well emerge again. 
A wildly fluctuating Hongkong dollar puts 
great strain on local exporters, complain 





manufacturers bitterly. “A [government] 
policy of benign neglect can have painful 
repercussions for an externally oriented 
economy,” the Hongkong and Shanghai 
Bank's July economic report pointed out. 

The extent of the present recovery is 
also debatable. Said one merchant 
banker: “Orders are up, but it is difficult 
to say whether this trend is going to be 
more than a six-month wonder.” Many 
manufacturerssay current orders are com- 
ing mainly from retailers in the US who 
are hurriedly restocking depleted inven- 
tories to meet an expected upsurge in con- 
sumer buying. 

“The test will come this quarter." said 
car-radio manufacturer Victor Lo, .of 
Goldpeak Industries. “Current product 
orders are going into the pipeline, not to 
consumers. Perhaps the US retail trade is 
over-reacting. We'll have to wait and see 
how the retail market really performs." 
Lo cites the case of a Japanese supplier of 
integrated circuits (ICs) as an example of 
anticipated demand and the difficulties 
this can cause manufacturers. “That com- 
pany holds 70-80% of the world market in 
ICs. [In 1982], it was producing 75,000 ICs 
a month, but by December-January, its 
monthly sales were down to 60,000. Then 
orders started rolling in and by March its 
output had doubled. to- 150,000 .ICs a 
month, with a backlog of orders for 
500,000. 

"It now has firm orders for 900,000 ICs 
a month for the next six months. To fulfil 
its orders; the company will have to spend 
millions on new plant. It needs time to 
build new production facilities, but there 
are only Orders for another six months. 
The [upsurge in orders] does not make 
sense from the marketing point of view. 
So what should the company do?” asked 
Lo. | 

If the company does not expand, the 
competition may well mop up the excess 
demand. If it goes ahead and invests, and 
the market does not live up to expecta- 
tions, if Will have a great déal'of expensive 
excess capacity on its hands. Smaller 
Hongkong manufacturers are facing simi- 
lar dilemmas. Most will fulfil heavy orders 
by subcontracting, for not every firm 
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Whether in spot or forward 
exchange, currency hedging, or 
exposure management advice, wor- 
kingthe international money market 
demands a special understanding. 

The people who work for 
Wes pac have that understanding. 

-We operate in all the world's - 
major financial centres, through 


offices in 18 countries. Our team of 
professional foreign exchange __ 
traders are linked by the very latest 

communications to serve your 
interests. — 


2.000 offices around the world and 
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eo - at leist not by going public. “We have 
to identify strong companies that can 
handle competition,” said one merchant’ 
1 Bie, "and which show strong growth 
- prospects and good management.” 
+3 Most local manufacturers are little 
more than assemblers, relying heavily on 
subcontractors. There are very few verti- 
ca py integrated companies here, largely 
_ because such structures require long-term 
jl inning, heavy investment in product re- 
Search and development and  high- 
"tec nology equipment for quality control. 
-— However, more and more manufactur- 
“ers, again in the electronics field, are now 
de reloping i in-house capability, A leading 
mi o-battery manufacturer, Sylva Indus-. 
tries (a division of Goldpeak) was forced 
t to buy a US$1 million nickel-plating de- 
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_ [Proposed factory building, Kowloon: more need to upgrade. 


: | Out of the rubbie, 
| back to the loom 


_ | Hongkong: Industry's hard times a few 
. years ago coincided with the property- 
— | market boom. The result was that many 
| textile manufacturers closed down, then 
— | redeveloped their factories and joined 
— | the property speculation. The windfall 
profits from property trading far ex- 
ceeded any which had to be earned the 
hard way, by making cloth. Besides, 
costs of raw materials and power were 
escalating, further eroding narrow profit 
margins. 
Compared with the depressed manu- 
facturing sector, there seemed no end to 


 Sspiralling property prices. Moreover, 
| Hongkong's rapidly emerging status as 

an international financial centre under- 
cut manufacturing as the economy's 
traditional base, further demoralising in- 
dustrialists. 

The collapse of the property market in 
1982 has corrected economic perspec- 
tives. Not only is manufacturing re- 
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a leading computer manufac- 

rer, complained: *Hongkong's indus- 
trial diversification efforts are not directed 
at support industries. For instance, we do 
not have electronic-plating facilities which 
high-technology precision | instruments 
need. The government should spend time 
studying how to bring in high-technology 
support for us." 

However, vertical integration inhibits 
the typical Hongkong propensity for 
switching to production of entirely new 
products. “It’s a trade-off,” said Lo, “but 
then, that is the way to stay in business 
these days, considering the competition 
from our Asian rivals. Hongkong needs to 
make higher-quality products for greater 
added value. You can't do that if you con- 








put 

But management restructuring too ises- 
sential to ensure the long-term survival of 
local industry, which still tends to be fami- 
ly-run with little marketing expertise. 
Those who rely solely on outsiders to find 
outlets for their products will have a hard- 
er time securing the medium-term loans 
which they need to upgrade factories. “It’s 
a vicious circle," said one banker. "They 
can't modernise without substantial in- 
vestment and if they don't modernise, 
they'll have a hard time coping with in- 
creasingly intensive local and foreign com- 
petition.” 

The modernisation process has little 
visible momentum at present, though, 
judging by the flatness of bank lending. 
Clearly, family businesses which have 





INDUSTRIAL PROPERTY 








establishing its key 
role in the econ- 
omy — it will be 
the main genera- 
tor of economic 
growth, which will 
probably exceed 
the earlier modest 
estimate of 4% this 
year — but the intensity of property-mar- 
ket speculation has resulted in a vast 
oversupply of factory space throughout 
the territory (officially stated as 13 mil- 
lion sq. ft at the end of 1982). 

Prices and rents are now 30% lower 
than in Singapore and are “highly com- 
petitive on a worldwide basis,” accord- 
ing to property valuers Jones Lang 
Wootton. Average prices and rentals of 
industrial buildings have fallen 37% and 
22% respectively in the past year. Ren- 
‘tals now e between HK$1.50- 
HK$3.50 (21-49 US cents) a sq. ft 
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Source. Jones Lang Wootton 
REVCWORART by frant Tam 


The most severe drop has occurred in 
the Kowloon Bay reclamation area, 
where the accommodation value (cost of 
the land per square foot of building 
space) had fallen from HK$412 a sq. ftin 
December 1980 to HK$17 in October 
1982. Developers of several sites in Kow- 
loon Bay have since returned the land to 
the government, preferring to forfeit 
payments already made rather than 
incur losses, The area is expected to 
yield more than 10 million sq. ft of indus- 
trial/warehouse space when all 40 sites 
are developed. However, i it costs more 
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and his erolhes and friend 
the US. 3 

Today, a Goldpeak subsi 
Electronics, set up in 1978 
70% of Hongkong's proc 
stereo equipment. The. 
Sylva, has also undergo 
to become a leading 
microbatteries and pro: 
ton-cell batteries for- 
culator manufacturer: rn manage- 
ment secured profitabl nt ventures 
with Australian companies to produce 
high-quality electrical-wiring accessories 
and advanced electronic lighting controls 
locally (Bowden Industries) and to market 
them regionally (Clipsal: Asia). 

Despite the fact that the manufacturing 
sector is now coming out of two-and-a-half 
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years of recession — the longest in recent 4 
i to medium-term pros- - 





pects look brigħt, stockmarket investment 
in industry is still largely foreign. 

Banks maintain that loan business is flat 
and manufacturers generally are not tak- 
ing advantage of the upturn and favoura- 
ble investment climate to. expand. Said 
James King, Jones Lang Wootton's indus- 
trial-property expert: "Foreign manage- 
ment [like Commodore] have worked out 
returns on their investment. Local people 
are still on the sidelines, waiting for a clear 
signal from,the Sino-British talks that all 
will be well, and for a further cut in in- 
terest rates. Still, [judging from events 


since the end of June]; I've got a recline 


Hongkong is going to pul i a 


to put up a new building. day than to 
buy one on the market, according to 
Jones Lang Wootton's industrial-pro- 
perty expert James King. 

Now that exports. and. trade with 
China have picked up, estate agents re- 
port renewed interest in industrial space, 
including warehousing. Th is time, how- 
ever, the demand is coming from end- 
users. “Speculators have cleared off,” 

said King. “Moreover, with so much 
space to choose from, pee mu vents 
remain competitive." t 

However, good-quality fi p 
is apparently hard to find, according to 
King. There are too many multi-storey 
factory buildings with hundreds of 800- 
sq. ft units which will be hard to let. The 
demand is for well-built and well-man- 
aged buildings of 20-30,000 sq. ft a floor, 
which allows production to be vertically 
integrated under one roof. With costs of 
factory space returning to realistic 
levels, it does seem as if local manufac- 
turers will be able to keep their tradi- 
tional competitive edge over regional ri- 
vals — including the Shenzhen Special 
Economic Zone across the border with 
China. 





























By Christopher Wood 


Hongkong: One local industrial success 


story has recently caught the limelight be- | 


cause of its involvement with a flounder- 
ing British industrial concern. The com- 
pany is Astec, a designer and manufac- 
turer of high-technology electronic com- 
ponents and software. It is one of the 
largest, if not the largest, producers in the 
world of power supplies for small com- 
puters. 

Astec was founded in 1972 by Brian 
Christopher, formerly of IBM, and Neil 
Stewart, a physicist. Growth followed, fi- 
nanced on an initial capital injection of 
just HK$2.4 million (US$331,263). That 
was the only money channelled in until 
e when British company BSR bought 

20% stake, subsequently increasing this 
io full ownership by June 1981. 

BSR made a worldwide name fer itself 
in audio products — other divisions are 
householdware, industrial and electronics 
(predominantly Astec). To the Astec 
management the link-up made good sense 
at the time. They knew BSR as it was al- 
ready a major customer and its chairman, 
John Ferguson, offered USS$100 million 
for the development of new technology as 
well as a good purchase price. BSR also 
meant an established name and distribu- 
tion network, a way into the protected 
European market and plastic-moulding 
and mechanical expertise, useful tie-ups in 


.electronic-components manufacturing. 


. However, despite the rationale and the 
capital infusion, the deal turned sour on 
Astec as BSR was at the time in the pro- 


cess of a dramatic fall from grace. With its 
audio products losing favour, there was an 


almost total lack of management and fi- 
nancial control; the result was that Astec, 


the one profitable part of the group, was 
| shoring up the other divisions. 


The crunch came in October 1982 
when, with bankers on the point of pulling 
the plug, a new BSR chairman was ap- 
pointed in what amounted to an assertion 


| of Astec control over the whole group. 


Until then, there had been very few board 
meetings for the previous 10 years, an il- 


.lustration of the lack of centralised man- 


agement. 
The new man in charge was Bill Wyllie, 


a businessman whose past success in per- ji 


forming urgent surgery on sick companies 
has won him the name of "company doc- 
tor." An Australian who lives in Hong- 


kong, Wyllie built his reputation on his 


achievement in turning around the Hong- 
kong conglomerate, Hutchison Interna- 
tional, of which he took charge in 1975. 
Wyllie’s arrival at BSR meant news- 
paper headlines and an immediate 
strengthening in the share price. The story 


_ of how he came to be appointed chairman 


at very short notice is worth relating as it 
shows just how near BSR was to being put 


into liquidation. Witht bankers mo ing in, 
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INDUSTRY ISSUES 


On the light side 


For a major world stockmarket, Hongkong is remarkably 
underweight in industrial issues, despite the manufacturing 
base of its economy. The table shows the performance of 
the most important shares quoted in this sector. The star 
performer has been Atlas Industries, an electronics com- 
pany which has proved to be a classic recovery story. Atlas 
is now using the strength of its share price to finance a rights 
issue. Two other electronics companies, Chuang's (Hold- Winsor Industrial 
ings) and Conic Investment, also have done well. Conic Yangtzckiang Garment 
went public in 1981, when it was the first industrial company | "| Mars Seng Index 

to seek a listing in eight years, indicating the dominance of | 

property issues. Another stock popular with institutional 

investors is Winsor Industrial. This is the only major textile 

company whose shares can be dealt in volume on the mar- 

ket. With a number of small industrial issues now in the 

pipeline there are hopes that there will be a greater spread 

of industrial investments available to the public within the 

next few months, though just how many emerge will clearly 

depend on the performance of the market. 


Atlas Industries 
Chuang's (Holdings) 
Conic Investment 
Crocodile Garments 
Nan Fung Textiles 


— CHRISTOPHER WOOD 


local investors. However, with its local tax 
base and with Wyllie's estimate of some 
80-85% of this year's profits being gen- 
erated from the territory, BSR is now a 
Hongkong company quoted in London, 
which makes it something of a stockmar- 
ket varity. 

In his first chairman's report, Wyllie re- 
ferred to management’s past “inability to 
cope with the rapidly changing market 
conditions brought about by increasing 
competition and the pressures of a world 
in recession." The resulting picture is clear 
from the 1982 results. A trading loss of 
£4.1 million (US$6.26 million) was re- 
corded before interest charges. 

Adding in net interest charges of £8.2 
million, redundancy and factory-closure 
costs in Britain of around £20 million, 
plus write-downs of excess'stocks and pro- 
visions for doubtful debts; the net loss at- 
tributable to shareholders-was-£31.6 mil- 
lion — marking a drop in Shareholders’ 
funds from £60.3 million’in January 1982 
to £27.6 million. Gearing was 170%, with 







Wyllie: the company doctor. 
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borrowings at £47.4 million net of cash re- 
serves, consisting almost entirely of short- 
term debt. 

Despite this mess, the electronics divi- 
sion, dominated by Astec, actually made 
money in 1982 — £12.2 million on sales of 
£125 million. The once-dominant audio 
division, however, suffered a £15.2 mil- 
lion loss. But 1982 promises to be the base 
year as the results of Wyllie’s drastic re- 
trenchment are already beginning to 
show. Investors seem willing to believe 
this scenario. Priced at a low of 4Ip on 
Wyllie’s appointment, BSR is now trading 
at around £1.70 and has become a vogue 
recovery stock. Within this period, BSR 
has raised £20.2 million from a rights issue 
in March, which was used to pay off short- 
term debt. Another £16 million of debt 
has been restructured into medium-term 
borrowings. 

A return to profits is also expected this 
year. Company brokers forecast interim 
earnings of £4.5 million and a full-year fig- 
ure of £17 million, and £25 million for 


| i 





1984. Wyllie indicated to the REVIEW that 
he is comfortable with these projections, 
noting that the bulk of profits this year 
would be generated from Hongkong, 
where Astec employs some 3,200 people. 
One feature of the company is that most of 
the management consists of Hongkong 
Chinese — many of whom have been 
there since the start. Power supplies cur- 
rently provide most of the profit — they 
amount to 50% of turnover. Astec also 
makes modulators, semiconductor pack- 
aging and printed circuit boards and gen 
erates large amounts of software. There 
are also now plans to produce off-the-shelf 
power supplies. 


he basis of Astec's success is the very 
low rate of failures of power supplies 
off the production line — under 0.1% — 


-and the policy of high-volume production 


linked with a developed customer base. 
Astec now has most leading United States 
computer companies as clients and esti- 
mates that the worldwide computer- 

sripherals market will be of the order of 
US$20 billion by 1990. 

Production is not solely in Hongkong. 
There are three factories here and one 
each in the Philippines and Malaysia. Last 
year, a new facility was opened in Singa- 
pore, producing semiconductor devices. 
The plant has been granted pioneer status 
by the Singapore Government and will 
operate tax-free for five ycars. There are 
also production facilities in Taiwan 
through Capetronics, a BSR subsidiary 
which makes consumer-electronics pro- 
ducts. The plan, now being implemented, 
is to bring Astec and Capetronics closer 
together. The latter is manufacturing 
monitors in Taiwan for the computer in- 
dustry. Further high-technology products 
are also planned for production in Taiwan 
as Capetronics becomes an extension of 
mainstream Astec business. 

This reflects the new dominant theme of 
integration within the whole BSR group, 
which Wyllie has introduced. Astec and 
Hongkong will be at the centre of the op- 
eration and the dominant source of pro- 


fits, but other centres will also begin to 
produce computer-peripheral products — 
for example, a factory in Birmingham, 
England, BSR's former home town, is 
now gearing up for production of power 
supplies. BSR also has à wholly owned 
subsidiary in Japan, an unusual feature, 
which is involved both in buying compo- 
nents for BSR products and marketing in 
Japan — a large, untapped market. 

Astec's most interesting new develop- 
ment is its stake in a new product, the 
microwafer drive. Designed for lower- 
price personal computers, it stores data on 
tape cassettes. and should be much 
cheaper than the disc drive currently used. 
Astec has exclusive manufacturing and 
marketing rights to this product plus a 
30% holding in Entrepo Inc., the com- 
pany in Silicon Valley, California, which 
developed it, under a US$1 million deal 
announced in July — the aim is for En- 
trepo to go public. Astec plans to be pro- 
ducing it by year-end. 

Another plan is to relaunch a shelved 
BSR product, the X-10 Home Control 
System, which allows an individual to con- 
trol all home electrical appliances from re- 
cord-player to lawn sprinkler, from a cen- 
tral terminal. Wyllie attributes the pro- 
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Build: g Shenzhen: growth is slow. 


duct's earlier failure to a lack of proper 
marketing in the US. There are now plans 
to relaunch it in Britain in conjunction 
wjth a major electrical-goods retailer. 

With its core power-supply business and 
client base, the reassertion of financial 
control and group integration based 
around Astec's proven expertise, BSR's 
future seems assured. Astec's manage- 
ment is now in the happy position of basi- 
cally having bought its own company 
back, along with the rest of the BSR 
group, at a very low price. 

Wyllie now has an interest in 3.6 million 
shares through an issue to his wholly 
owned company, Asia Securities, as well 
as 10 million options at a subscription 
price of £1.05 under an executive share- 
option scheme — Stewart and Christ- 
opher have 4 million each. At that price, 
Wyllie will have made at least £7 million 
profit, albeit unrealised, for effecting 
what amounts to a reverse takeover of à 
beleaguered British. company by its 
dynamic Hongkong subsidiary. T 


Why Shenzhen is not 








By Teresa Ma 

Shenzhen: China’s economic experiment 
at this border town immediately north of 
Hongkong is perceived by many Hong- 
kong manufacturers as a potential threat 
to their business. The fact is, though, that 
Shenzhen must cross many vexing hurdles 
before the technological and management 
gap between the two neighbours can be 
closed. 

Four years ago, a 327.5 sq.-km. site in 
the Shenzhen municipality was turned 
into a special economic zone (SEZ) whose 
task is to draw foreign funds and technol- 
ogy for the zone's export-oriented indus- 
tries. Today, zone officials are hard-pres- 
sed to present successful joint-venture 
projects to zone visitors. Potential inves- 
tors are invariably taken to the Pepsi-Cola 
bottling plant, which began operations in 
mid-1982, the Goodyear printing factory 
and a few unfinished holiday resorts by 
Hongkong developers — whose relatively 





simple operations mean there is little 
room for anything to go wrong. 

There are three SEZs in Guangdong 
province and one in Fujian province, 
where the overwhelming majority of 
Overseas Chinese have their roots. AI- 
though the SEZs bear an economic title, 
their political overtones are far greater 
than their economic accomplishments. 

The Xiamen SEZ in Fujian is situated 
just across from the Taiwan Straits and re- 
cently has announced special provisions 
for investment from Taiwan. Zhuhai, just 
north of Macau, has most of its foreign in- 
vestment from the Portuguese-run territ- 
ory. Shantou's mandate is to promote in- 
vestment by its many Overseas Chinese 
now living in Southeast Asia. The largest 
and most prosperous, Shenzhen, claims 
an Overseas Chinese connection number- 
ing 120,000 and has its eyes set on Hong- 
kong. 

Wages average HK$800 (US$111) a 
month payable in Hongkong currency to 
the official labour board. Although Shen- 


Hongkong's danger zone 


zhen workers cost less than their Hong- 
kong counterparts, investors have to put 
in a vast amount of time training the large- 
ly unskilled workers and put up with their 
slow adaptation to efficient, output- 
oriented work. 

While employers have the right to hire 
and fire (but only via the labour board), 
employees are free to resign from their 
jobs, a right seldom used as employment 
opportunities are scarce in China. A large 
number of previously unemployed youths 
relocated to labour on construction sites 
and in factories brought the Shenzhen 
SEZ's population to 20,000 from 3,000 
four years ago. 


he Chinese Government's initial goal 

was to build up sophisticated indus- 
tries to cater to export markets in order to 
earn more foreign exchange for the coun- 
try, but property development has attract- 
ed the most investment so far. Moreover, 
when the Hongkong property market bot- 
tomed out in 1982, Shenzhen property 
sales also slumped. Investors flocked to 
Shenzhen because land there cost many 
times less than the going rate in Hongkong 
before the property crash: land for resi- 
dential development is rented out by the 
Shenzhen government at Rmb 30-60 
(US$15-30) per sq. m. a year on a 50-year 
lease. 

Industrial land-use fees are set at Rmb 
10-30 per sq. m. a year on 30-year leases. 
The crude and largely mechanical indus- 
tries produce low-grade garments, radios 
and cassette-tape recorders, mattresses 
and beverages. Although investors adhere 
to SEZ regulations, which stipulate that 
the majority of the products must be for 
export, their products have no competi- 
tive edge with higher-quality Hongkong 
counterparts. 

Investment costs for the foreign partner 
in a joint venture are high, as the Chinese 
partner often includes money put into 
building roads, water pipelines and elec- 
trical wiring as part of its share of the capi- 
tal investment. Up to May, some HK$10.9 
billion-worth of foreign investment had 
been pledged in some 1,800 agreements, 
of which only HK$2 billion or 1896 had ac- 
tually been used. 

Painted signs and banners decorating 
Shenzhen construction sites urge workers 
to "adhere to regulations and pursue sci- 
entific management," while adminis- 
trators readily admit the zone's in- 
adequacies. It will be many years before 
Shenzhen can measure up to Hongkong, 
Mayor Liang Xiang said recently in a 
meeting with potential foreign investors. 
Meanwhile, labour-intensive production 
of low-cost goods will move into Shen- 
zhen, say businessmen, to create room in 
Hongkong for higher-technology indus- 
tries. n 
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The Avis Rent a Car & Driver Service - the American Express way. 
Now, every Avis self-drive car has an experienced local driver you can 
hire by the hour, when you need him. 
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This new Avis service is available in Bangkok, Hong Kong, 
Jakarta, Kuala Lumpur, Manila and Singapore. 
And of course, you can sign for all your rental charges 
quickly and conveniently with the American 
Express Card, without having 
to pay any deposit. 
Avis and American Express - 
we'll make you feel like you 
never left home. Avis features GM cars. 
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Why The Mandarin Singapore 


is the convention planner's choice. 


1200 guest rooms. Meeting 
and banquet rooms of 
various sizes for up to 1200 
delegates. Full range of 
up-to-date audio-visual 
equipment. 5,075 sq. metres 
of exhibition space. Ample 
car parks. 


ingapore is fast becoming S.E. Asia's 
convention city. The Mandarin 
singapore is one good reason why. 
Backed by a team of professionals, 
The Mandarin Singapore is considered 
“one of the most magnificent hotels on 
earth . . .” (Fortune Magazine). Our 
comprehensive convention facilities are 
complemented by a host of dining and 
entertainment services which include 
five restaurants, two nightspots, 
numerous lounges and designer 





boutiques — all under one roof. 

Located along Orchard Road, 
we are within walking distance from 
major shopping, entertainment and tourist 
complexes. And just 15 minutes away 
from S.E. Asia's largest theatre- 
restaurant, The Neptune. 

So if you're thinking of organising a 
convention in Singapore, come speak 
to us. Youll know you've made the 
right choice. 
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The two Ms: Mexico and Malaysia? 


e DURING a recent visit to 
Washington, Shroff found opinion in the 
multilateral institutions based there re- 
markably gloomy about Malaysia's 
economic prospects. Some sources 
suggested even that Malaysia could be- 
come the “next Mexico” in terms of debt 
problems. 

This may seem a perverse view, given 
the obviously higher debt exposure and 
manifest economic problems of coun- 
tries such as the Philippines and In- 
donesia, or even South Korea. But crises 
often erupt in arg Heit quarters, as 
Mexico’s did, and the enthusiasm with 
which commercial bankers are still lend- 
ing to Malaysia should not be taken as a 
reliable indicator of its economic health 
any more than was the case in Latin 
America: | 

It is not simply the fact that Malaysia is 
now running very substantial balance-of- 
payments and budget deficits — relative 
to gross national product as well as in ab- 
solute terms — that causes alarm among 
expert opinionin Washington. Malaysia 
is by no means alone among Southeast 
Asian countries in facing such payments 
and fiscal problems. But it is alone in its 
apparent unwillingness to make struc- 
tural adjustments that would help it 
overcome these problems. 

Malaysia’s éxternal payments position 
was until' quite recently so healthy — 
thanks to exports of oil as well as of tradi- 
tional primary commodities — that it did 
not need to accept advice (along with 
money) from agencies such as the World 
Bank on how to rid its economy of price 
distortions caused by tariffs, subsidies 
and so on. Others such as the Philip- 
pines, South: Korea and Thailand did 
take the medicine, along with the cash, 
and as a result the World Bank for one is 
hopeful they can steer successfully 
through the recession. Much the same 
applies to Indonesia, which has been 
constrained to accept adjustment since 
the bottom fell out of the oil market. 

But Malaysia, as one official put it, has 
"not bitten the bullet" despite the simul- 
taneous downturn in world prices of 
most of its major export commodities 
and the subsequent deficit in overseas 
earnings ` and government revenues. 
True, routine public spending was trim- 
med at the last budget as the REVIEW 
warned as long as five years ago 
(REVIEW; Nov. 11, '77) that it would 
have to be in the foreseeable event of 
commodity prices collapsing. But at the 
same time, the government of Prime 
Minister Datuk Seri Mahathir Mohamad 
is pushing ahead with a programme of 
major public investments which his cri- 
tics in Malaysia have described as poorly 
conceived and ill-timed. 


They are not alone in this view. One 
way it was put to Shroff in Washington 
was that “Malaysia has lost control of its 
investment programme" not only in 
major capital projects but in infrastruc- 
ture, health, education spending and so 
on. Kuala Lumpur will, as the same 
source put it, "have to moderate its 
spending." Investment now accounts for 
38% of GNP in Malaysia whereas the 
domestic savings rate is only 28% — 
leaving 10% to be financed by external 
sources. If Malaysia were more reliant 
on the multilateral institutions for that 
funding, it might have had to mend its 
profligate ways by now. Instead, it is 
financing the deficit via a rapid increase 
in commercial borrowing. 

The World Bank's World Debt Tables 
showed à virtual doubling of Malaysia's 
public and publicly guaranteed debt 
(outstanding and  undisbursed) to 
US$6.3 billion between 1977 and the end 
of 1981. Somewhat more than half of this 
was from private creditors. Since then, 
Kuala Lumpur has syndicated a US$1.1 
billion jumbo commercial loan (in Au- 
gust 1982) and commercial borrowing 
this year may top USS$2 billion. It is not 
(yet) the magnitude of such debt which 
worries some institutional observers as 
much as the pace of the build-up, and 
fears over problems in servicing it. 

Even if — and it is a big if — commo- 
dity prices show a strong and sustained 
recovery, domestic supply constraints 
such as high real wages and agricultural 
labour shortages could threaten export 
earnings. There are, as one source put it, 
"some real horrors yet to come." The 
multilateral institutions naturally look 
more favourably on those who have ac- 
cepted their policy prescriptions. But 
commercial bankers and portfolio in- 
vestors still pouring money into 
Malaysia would do well to treat such 
analyses as more than just sour grapes. 
e THE Bank Bumiputra affair, mean- 
while, gathers pace, with pressure 
mounting for a full-scale inquiry into 
how the bank got involved to the extent 
it did with the Carrian group, Eda In- 
vestments and Kevin Hsu (REVIEW, 
Aug. 4) via Hongkong subsidiary 
Bumiputra Malaysia Finance. The mur- 
der in Hongkong of bank official Jalil 
Ibrahim may or may not have been con- 
nected with what he had found about this 
involvement, but it would be surprising 
if a link can readily be established given 
the sensitivity of the issue. Shroff under- 
stands that the offices of a Hongkong 
merchant bank were burgled recently 
and a safe thought to contain records on 
the Carrian group (but which in fact did 
not) was rifled. 

The official inquiry being made into 


the linked affairs of Carrian and Eda "| 


barrister Robert Tang and accountant | 
Michael Johnson, at the behest of the — 
Hongkong Securities Commission, in- 
cludes an investigation into share deal- _ 
ings with power to look beyond nominee - 
names. It could, therefore, throw some 
interesting light on just why certain 
bankers were so ready to lend huge sums 
to the two groups. But Shroff learns that 
it will almost certainly be next year be- 
fore even an interim report on Eda is 
ready (Carrian later) and even then it 
may not be published generally. Trails 
will no doubt have cooled by then. 

@ MALAYSIA is among those who 


would like to believe that the interna- | 


tional recession is now over, which 
would help bail it out of its growing 
economic predicament. But the belief 
that boom days are on their way again is 


held too in places as far apart as 
Washington (among administration offi- - 


cials, though not A independent 
economists) and Hongkong. 


The optimists are almost certainly de- _ 
luding themselves. A sharp increase in — 


United States consumer spending, fi- 


nanced largely from savings, has of 
course boosted domestic demand and - 
sucked in imports on the back of the — 


strong US dollar. But sooner or later 
(probably sooner) such a narrowly based 
revival will run up against US monetary 
and fiscal restraint. Then comes the next 
dip of the recession. 

e ALL the signs do point now to a fresh 
tightening of money supply in the US on 
the back of the recent surge in MI — and 
to upward pressure on short-term US in- 
terest rates. One source, close to the ad- 
ministration of US President Ronald 


Reagan, did concede to Shroff that the | - 
president will “have to make some fiscal f 
concessions if itis clear that interest rates - 
This means | 


are rebounding by the fall." 
a cut in defence spending plus an attempt 
to raise revenues via excise taxes and 
closing other tax “loopholes.” Domestic 
spending also will have to be cut further, 
but that is a tough prescription with 
which to go into a presidential election 
year in 1984. 


The administration is lurching from 


one expedient to another in an effort to | 
get the economy back on track, however | 


much it tries to rationalise its actions in 
terms of a coherent policy. What it all 
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boils down to is that monetarist prescrip- | - 


tions were applied more tightly and 
quickly than even Milton Friedman re- 


commended, leaving US policymakers — 







struggling for a new orthodoxy of refla- |- 


tion that is neither monetary nor (con- 
sciously) fiscal in the Keynesian sense. 


Such a policy almost certainly does not — 


exist. 
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 Aceasefire on textiles 
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The US and China reach agreement, provoking strong reaction 
_ from American manufacturers and unions 


L4. 
| 


By Richard Nations ...... 

Washington: The: United States and 
China have reached a five-year textile 
agreement which is expected to end seven 
months of often bitter trade confrontation 
which led Washington to embargo large 
quantities of Chinese textile imports and 
caused Peking to retaliate by suspending 





BANKING 


purchases of American farm products. 

Details of the agreement are not yet 
public, but US Special Trade Representa- 
tive William Brock told the press it per- 
mits an annual growth in exports averag- 
ing between 2-395, a compromise figure 
splitting the difference between the 
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By Brian Robins 
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|. Syd 


ney: Australia's two major life assur- 


ance offices, the Australian Mutual Provi- 


dent Society (AMP) and the National 
Mutual Life Association (NML), have 
moved further into banking with the re- 
cent buy-out of minority shareholdings in 
two merchant banks. Both institutions are 
moving to strengthen and broaden their fi- 
nancial operations without actually estab- 
lishing themselves as banks. 

NML recently bought out British mer- 
chant bank Samuel Montagu's 40% stake 
in Capel Court Corp., while AMP has 
added Morgan Grenfell's 25% stake in 
AMP-Morgan Grenfell to the 75% it al- 
ready held. Both deals will have repercus- 
sions throughout the local merchant- 
banking sector, with other reshuffles of 
ownership imminent. ^ AMP-Morgan 
Grenfell and Capel Court have similar- 
sized balance-sheets, the former's totalling 
A$539 million (US$477.84 million) on 
June 30, 1982 and Capel Court's at A$549 
million on the same date. 

For NML, the purchase of full owner- 
ship of Capel Court gives it a broad range 
of banking facilities, as the merchant bank 
has large money-market, underwriting 
and financial-advisory operations. 

NML recently merged with the third- 


- largest life office here, T and G Mutual 


Life Society, creating a life office with as- 
sets of A$5.6 billion, which still trails be- 
hind AMP's assets of A$8.7 billion. NML 
also has a major shareholding in a 
medium-sized general financier, Mercan- 
tile Credits, as well as control of its own 
building society, National Permanent 


Building Society. And it may soon take 


full control of merchant bank Citi- 
national. 

For AMP, the purchase of the minority 
interest in AMP-Morgan Grenfell does 
not have the same ramifications, since this 
merchant bank does not have the same 


72. 


reine insurers move deeper into financial 
additional purchases of merchant-bank equity 


spread of activities as Capel Court, though 
it is expected that moves will be made to 
broaden its operating base over time. 
Even with this purchase, AMP still lags 
some way behind NML in terms of its ex- 
pansion into broad financial services. 

AMP’s other financial-services interests 
(outside its traditional superannuation, 
insurance and financing activities carried 
out as part of its basic operations) include 
a half interest in a leasing venture (AMP- 
Amex Leasing, controlled jointly with 
American Express) and a mortgage-insur- 
ance outfit (Mortgage Guaranty Insur- 
ance Corp.). 

When the Campbell Committee's in- 
quiry into Australia's financial system re- 
commended the introduction of a limited 
number of foreign banks into Australia 
(REVIEW, Nov. 27,-. 81), AMP was 
courted by several banks eager to form a 
joint operation with it. But it is doubtful 
whether either AMP or NML would be 
keen to establish full banking operations. 

The last bank to open its doors here, the 
Australian Bank, was formed by a large 
consortium of groups (under local re- 
quirements no one group can hold more 
than 10% of a bank's capital) and the work 
involved in establishing operations has 
proved daunting. 

Profits of the major privately owned 
banks have been under pressure owing to 
the rising cost of funds combined with 
higher operating costs and depressed de- 
mand. The merchant banks have pushed 
aggressively into specialist financial areas 
where they can best. service the corporate 
sector, thereby providing intense compe- 
tition for the privately owned banks in 
traditional high-margin areas. 

Indicative of the savings banks’ low 
margins is the way the State Bank of New 
South Wales has tried to expand its links 
with building societies to move it back into 


Chinese demand for 6% annual growth 
and the 1-1.5% ceiling initially insisted on 
by the US side. 


The agreement — which runs to the end 
of 1987 and is retroactive to January 1 — 
does not become official until the two gov- 
ernments exchange letters of agreement 
30 days after the July 30 initialling. 

The agreement provoked an angry reac- 
tion from domestic textile manufacturers 
and labour unions, whose representative 
walked out of the last round of negotia- 
tions in Geneva to protest against what the 
group regarded as excessive concessions 
to the Chinese. But protectionist pres- 
sures on the administration of US Presi- 
dent Ronald Reagan appear in this case to 
have been offset by a coalition of Ameri- 


the quasi-savings bank area. It has been 
precluded from operating as a savings 
bank since the Depression of the 1930s, 
when its forerunner — which did operate a 
savings bank — collapsed. As a‘result, the 
State Bank's savings-bank activities were 
taken over by the Commonwealth Savings 
Bank in New South Wales under a profit- 
sharing system which, after $0 years of 
successful operation, is now likely to be 
wound up. | 

The Commonwealth Savings Bank has 
withheld payment fromthe: State Bank 
under the profit-sharing. arrangement, 
and the agreement is expected to be dis- 
solved soon. But far from'wanting to move 
directly into the savings-bank arena, the 
State Bank has gained control óf the share 
capital of the State Building Society and 
has been seeking to merge it with another 
building society in New South. Wales. 

The move into building society territory 
has made the State Bank»a semi-savings 
bank, but with much higher operating 
margins than the traditional savings-bank 
activities of the big private banks. 


FH ishlighting the difficulties facing the 
traditional savings banks, the Australia 
and New Zealand Bank's savings-bank 
arm posted a static profit of A$13.8 mil- 
lion for the six months to March 31, while 
the profit of the savings-bank arm of 
Westpac Banking Corp. fell 67% to A$7.2 
million (previously A$22 million for the 
same period). The National Commercial 
Bank did not break out its savings-bank 
performance, but described it as being 
"depressed." 

So it is unlikely that any newcomer to 
the field would want to enter this end of 
the market, preferring instead to establish 
a trading-bank operation. However, a 
savings bank is a useful generator of cheap 
funds, though it necessitates the establish- 
ment of a branch structure, which can be 
costly. 

Under present restrictions, the banks 
cannot hold more than 60% of the capital 
of a merchant bank — a limitation which 
irks them — while the big life offices have 
been able to move freely to acquire full 
control of local merchant banks. While 
AMP has not as yet moved in a major way 
to establish consumer-oriented financing 
operations as a separate corporate vehicle 
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categories of garments under the terms 
of bilateral agreements signed at the be- 
ginning of the year with these three main 
foreign suppliers to the US market. Sub- 
sequent consultations with South Korea, 
T Hongkong and Taiwan have brought 
1 these previously unrestrained items under 
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of 1 5-2 % a year until the five-year agree- | 

ments expire. — A 
Although the quota calis are neither | 

new nor unusual, the scale of the latest ac- | 











~ auth btised gast oF  deider's li- 

cence, which means it must make a market 
. ingovernment securities, as well as an un- 
E io id dealer's licence. 


» The Group's profit before extra- 
broader s range E. bom us _ ordinary items was  HK$4764 — 


oth | against HK$445.6 | 
zr for ‘the previous — an. | increase, 






























Fe of 3st March, 1983, the Crot’ 
total indebtedness reduced by 15% 
ared with that at 31st M. 
wifes on 1982. The ratio of the Group's total 
o tuti " indebtedness to shareholders' funds . 
* Earnings per ordinary share amounted was 48%, against 62% for the 


A mi» of the euo of B British-based about 
Grenfell. As.a result of the buy-out, it is 
expected that Morgan Grenfell Australia - 


























will seek to establish money-market oper- to 334 cents, compared with 31.8 3 
ations, though it may need to find a new cents xb in 1981/82. i iiim Rus = Ag ip eol 
Australian partner so that it can comply 2 reduction from the last year's ratio of. 


with foreign-investment guidelines. As 

well as now holding 100% of the owner- 

ship of Capel Court, NML also has 50.1% 

Eg e the ears of another merchant bank, i | [| Suma 
| : Y 9.9% a * 


intends ciate 49.995 i tinc 
tional to NML which will give the life of- 
fice control of the two biggest merchant 
banks. pe 

In return, however Citibank wants to 
take full control of Grindlays Australia. 
The deal is subject to Foreign Investment 
Review Board (FIRB) approval, but as 


Profit after taxation | 
Extraordinary items ( 70.8) | 316 ~ 


Profits attributable to shareholders 













the deal involves two foreign parties the Earnings per ordinary share 33 31.8 . 
FIRB's say in the matter is limited, as long : = =a = =. 
as sufficient attempts have been made to 29, 30.74 
| baie local parties; E eee] in t acquiting : sese 2225 
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trate z instead on Ec up your pub 
 ministration and your social’ and political 
institutions. 
Goh was particularly hars on corrup- 
tion, which he singled out as a key factor in 
| the international debt crisis: “When large 
| sums of money are lent to governments 
which are notoriously Corrüptünd whose 
| | civil servants are conspicuou: 
|} tent, there will be a problem getting the 
money back. Yet in the burgéoning litera- 
| ture on the so-called sovereign-debt 
problem, one can find no reference to this 
issue, whe said, = Wit 
“His trenchant Fémárat: were "partly re- 
bud. to the occasion: i Harry G. 
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from British to “American 
Brunei's new investment agenc 
established with the help of United States- 


UC 3months 

5 Kenna based banks Morgan Guaranty and 
D 1year | Citibank. 

C) Plesse include the Yearbook at extra Brunei will cease to be a British protec- 
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i torate at the end of this year when it at- 
tains full independence. The switching of 
|| the huge investment portfolio out of 
© || British hands came as a shock in London 
_| and is thought to reflect dissatisfaction in 
i 
I 
| 
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the Brunei capital, Bandar Seri Begawan, 
over the way some aspects of the indepen- 
A dence i issue have been | handle d. 
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The Crown loses a 


Brunei takes away management of its investment im 
portfolio from a British Government ageney” 2 






















| handle our finances.” * 


-Johnson Memorial Lectül 


currency-oriented,” "sa 


ioo ng-country 






; Organised by 


the Trade Policy Research Centre. The 


bringing together of academics, business 
| people and government officials is one of 


the aims of the London-based centre and 
was a recurring theme in the prolific works 
of Johnson, a former professor of 
economics at Chicago University. (Other 


' Memorial lecturers have been Prof. Mil- 


ton Friedman, also from Chicago; Dr Yan 
Tumlir, director of economic research and 
analysis at the General: Agreement on 
Tariffs and Trade secretariat; and Prof. T. 
N. Srinivasan of Yale University.) 
Criticism of the standards óf public ad- 
ministration in developing countries has 
not been confined to Goh. Eürlier in July, 
Arthur Brown, deputy administrator of 


the United Nations Development Pro- 
| gramme, told a meeting at Britain's House 


of Commons (organised as part of a drive 
to avert a crisis in his cash:státved organi- 
sation) dept adntihistration was SO 











al of whát i is nt fa’ its: largest invest- 
ment portfolio will be à *sevére blow.” He 
added: “We shall have’ to rethink how we 






The Crown Agents2weté “aware that 
Brunei would want to'make changes in the 


administration of its portfolio, to. accom- 





io; | pany the attainment ofindependence, but 


they did not know ‘what form those 
changes would take. When’ government 
officials held talks with representatives of 
the Crown Agents in Bandar Seri Bega- 
wan in June, no mention was made of the 
proposed investment agency. A telex was 
received in London at the end of July re- 
questing a meeting to discuss the future of 
the investment portfolio, and was fol- 
lowed by the arrival of a Brunei team. 
One of the topics under’ discussion in 
the London talks was whether any portion 
of the funds would be retainéd in London, 
though it was assumed that any such sum 


would be an insignificant per entage of 





| the total. It is understood that sterling- 


denominated securities fepresented only a 
small part of the portfolió "iti was very 
! ndo 
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bad in some Third World countries that 
they did not know how much they owed or 
to whom. | 

Brown even courted unpopularity by 
saying that living standards in many coun- 
tries had declined since independence 
from colonial rule. But his comments 
raised fewer eyebrows in development cir- 
cles than those of the outspoken Singapo- 
rean, mainly because of Goh's emphasis 
on internal factors to the exclusion of is- 
sues such as international terms of trade, 
rising interest rates and barriers against 
developing-country exports. 

Goh began. by attacking the policy of 
government-guided import substitution, 
which he said was a failure economically 
and encouraged. corruption by creating 
permits and licences which were sold by 
politicians and civil servants. He then put 
on his other, hat that of minister of edu- 
cation — to investigate whether education 
can break the vicious cycle of corruption, 
ignorance and inequity. The central and 
largely ignered educational issue in de- 
veloping countries, he argued, is its gener- 


ally low quality. «iz, 
“In many; less-developed countries 
[LDCs], the,pursuit of intellectual excel- 


lence finds noplace in the traditional cul- 
ture," he told;his audience. This concept 
had to be nurtured in schools and univer- 
sities, promoted Hy- government and re- 
warded by free competition. Failure to de- 


Brunei's portfolio is reliably reported 


not to have performed brilliantly of late, 

but the faults. ly wholly the Crown 

Agents’ s i demanded that its 
C 


funds shou servatively adminis- 
tered — indeed, many.of the investments 
were made under direct instructions from 
Brunei itself. | 

The move must prompt speculation that 
it reflects displeasure with Britain, similar 
to the resentment, created in Malaysia not 
only by an ill-advised speech by former 
British high, commissioner William 
Bentley, but by off-handed and patronis- 
ing treatment on the part of London to vis- 
iting Malaysian dignitaries. Officially, the 
negotiations between Brunei and London 
leading up to Brunei's assumption of com- 
plete independence, at the end of this year 
are proceeding. smoothly, though Lon- 
don's demand that Gurkha units should be 
responsible .to. Britain's representative 
and not to the sultan himself is viewed as 
an incomprehensible lack of sensitivity by 
many in Brunei,... , 
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urther, wben British Minister of State 

for Foreign Affairs Lord Belstead visited 
Brunei recently, it was hoped to conclude 
the agreement; reportedly it only re- 
mained to find a mutually acceptable for- 
mula of words, But Lord Belstead stayed 
for only two days, pleading that he was too 
busy to stay on to sign the concordat. De- 
spite official.denials, it is known that his 
haste to leave caused displeasure. 

The move by Brunei must cause some 
worries in other. British institutions. 
Brunei's Financial Advisory Council, for 
example, is entirely made up of Brunei 
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velop talent, or its loss'through the brain 


drain, lowered the standards both of gov- 
ernment and of ethical conduct, said Goh. 

The bulk of his lecture was devoted to 
an analysis of Japan's experience of deve- 
lopment in the 19th century — a compari- 
son no doubt of interest to governing cir- 
cles in Singapore's neighbour Malaysia 
which has espoused a Look East policy. 
Goh acknowledged that Japan's. cultural 
homogeneity gave it an advantage over 
many of today's plural societies but 
nevertheless compared Japan's slow and 
careful build-up of educational infrastruc- 
ture with the “mindless upsurge of school 
and university enrolment that we see in 
many LDCs today." 

Among the lessons to be learned from 
Japan was that economic modernisation 
and modernisation of political and social 
institutions are inseparable and constitute 
a task requiring “a cohesive leadership of 
talented and dedicated men over a long 
period, given that difficult choices have to 
be made during times of great turmoil." 

Today's developing countries, he con- 
cluded, are in a far more advantageous 
position than 19th-century Japan in terms 
of the international environment. *What 
holds them back is not inadequate aid or 
trade but their failure to establish compe- 
tent organs of. public administration and 
their failure.to develop durable and en- 
lightened social and political institutions." 
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Lee: a disappointment. 


dignitaries and men from London, includ- 
ing bankers Lord Catto (former chairman 
of Morgan Grenfell) and John Boyer (for- 
merly deputy chairman of the Hongkong 
and Shanghai Banking Corp.) and Tory 
MP Peter Tapsell. The council was due to 
hold its next session in September but the 
meeting has been quietly cancelled with- 
out explanation. Brunei is sadly missing 
the advice of its most trusted consultant in 
financial matters, former financial secret- 
ary Pehin Datuk John ("Jack") Lee, a 
British national who retired recently and 
who — disappointingly, for Brunei — 
chose to return to Britain. 

Meanwhile, the Sultan of Brunei Sir 
Muda Hassanal Bolkiah has made a per- 


» Anthony writes; Goh's com- 
ments are se some dismay in 
development circlés, not least among the 
multilateral institütions such às the World 
Bank and regional development banks. 













Although Goh's somewhat simplistic pre- 
scriptions will;not dbestaken teo seriously 
by development ‘economists, they are 
likely to provide ámrtnitior for lobbies 
both within teadministration of United 


Y ald Reagan and the 
US Congress, who are hostile to aid and 
who will see Goh as an LDC spokesman 
for their case; S 0303: 
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The -Washington-based multilateral 
agencies would hot challenge Goh's views 
about the problems of corruption in some 
countries. But his playing down of the role 
of aid and trade in dévelopment is likely to 
be viewed with some alarm at a time when 
recession has highlighted the vital linkage 
between such factors. It will not escape 
the notice of Goh’s critics, either, that Sin- 
gapore began life as an-independent state 
with a relatively well-developed infra- 
structure that did not require large aid 
flows, and that its prosperity was largely 
built upon buoyant world trade. 
Questions of corruption are rather 
more easily dealt with, too, in a small so- 
ciety such as Singapore's than in much 
larger countries where problems of ad- 
ministration and inadequate remunera- 
tion for public officials Joom larger. 





sonal investment estimated at more than 
$$300 million (US$140.8 million) in the 
Singapore hotel sector through his pur- 
chase of the Holiday Inn along with an ad- 
joining four-storey shopping complex and 
a seven-storey car park, from the Good- 
wood Park hotel group, which had built 
these properties at a cost of S$45 million in 
1974. Observers say the investment shows 
the sultan's confidence in the Singapore 
property market, which is facing a general 
glut. 

However, Holiday Inn, with its interna- 
tional network and an emphasison packaged 
group tours, had a very high occupancy 
rate of 93% in the first half of this year 
and, based on that performance, is ex- 
pected to make a net profit of S$17.5 mil- 
lion this year compared with the 1982 
earnings of $$14.3 million. The 560-room 
Holiday Inn is to be renamed Royal Holi- 
day Inn. 

Despite the change in ownership, there 
is unlikely to be any change in the manage- 
ment and control of the hotel because the 
sultan has entrusted Pehin Datuk Khoo 
Ban Kock to run the investment on his be- 
half. Khoo is chairman of the National 
Bank of Brunei as well as of Central Prop- 
erties, a holding group that in turn owns 
the hotel through a Goodwood Park sub- 
sidiary. 

This is the second major investment by 
Brunei in the Singapore property sector iri 
recent months. The Brunei Government 
recently bought a 55,000-sq. m. plot in 
Singapore from United Overseas Land at 
S$47.19 million. Brunei plans to build its 
high commission in the republic on t'nat 
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MI the information 

on n China you'll ever 
e ed! 

Nc ow w only US$60.00 


T. 
'he 939-page China Official Annual Report is without 

u ibt the single most complete reference work ever 

ro duced about China. Its contents range from the land 
d its people to business, economics, finance, culture, 
lucation, politics, science and technology and countless 
th. her subjects. 
; hat is it? 
The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
Company, a group of dedicated professionals who know 
Zhina intimately. The result is a book of unmatched 
rea adth and depth. 
" Vh o needs it? 
Zompletely indexed, the COAR 1982/83, like the Law 
m ual, places thousands of facts and bits of information 
at your immediate disposal. And like its companion 
Bitication the COAR is essential to businessmen, 
ina ciers, students, professors and virtually anyone with 
| need to know or a keen interest in China of today. 
Libe ral use of charts, maps, tables and colour photos 
nakes the COAR enjoyable as well as informative 
"a ling. 
Tow to get it 
)rder your copy(s) now by simply completing the 
oupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). 
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Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 
China's legal system. 
Now only US$85.00 





The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 


.now puts these changes into perspective in a single handy 


up-to-date volume. 

What is it? 

The Law Annual Report is the most up-to- date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 
Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 
indicated address. 


n Order both books and save US$15.00. Clip and mail this coupon today! Send to: 






c Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. CBOB1 
^ D) [] Please send ........ copy(s) of | B) [) Please send ........ copy(s) of | 
2 The China Official Annual | The Law Annual Report of | PAT NAA ee Save: USSAS | 
| Report 1982/3 for which I China 1982/3 for which | C) O Please send ........ set(s) of both 
enclose US$60.00 per copy. | enclose US$85.00 per copy. 


For surface mail delivery 
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First Pacific Holdings (FPH), a Hong- 
kong-quoted arm of the First Pacific 
group controlled by the Liem Investors 
ia, announced a net profit of 
HK$20.4 million (US$2.8 million) for 
the six months to June 30, up 168%, 
compared with HK$7.6 million in the 
" corresponding period of 1982. On a per- 
share basis, the earnings declined from 
HK$2.43 to 64 HK cents between the 
two periods, but this reflected a rights 
issue of 43.7 million ordinary shares and 
106.9 million deferred shares to finance 
the acquisition of the Hibernia Bank in 
California, whose earnings are not fully 
reflected in FPH's latest results. The at- 
tributable earnings of Hibernia (for five 
months) amounted to  US$991,715 
but only around a third of this is included 
in the consolidated results. 
Meanwhile, net profit at First Pacific 
Finance (FPF), FPH's listed merchant- 


First Pacific's leap 


bank subsidiary in Hongkong, 
amounted to HK$16.2 million in the first 
half, against HK$6.4 million. Again 
there was a dilution in earnings per share 
at FPF — from 21.56 cents to 21.20 
cents. 

FPH received a dividend reserve of 
HK$650,000 during the period from its 
ultimate holding company, First Pacific 
Investments, and this will be used for 
payment of dividends totalling 50 cents 
per FPH share for each of the two years 
ending Dec. 31, 1984 and an interim of at 
least 20 cents for the year to Dec. 31, 
1985. An interim of 20 cents a share is 
being paid for the current year. This is in 
the form of scrip with a cash option. 
FPF, meanwhile, is paying an interim di- 
vidend of 4 cents a share (again in scrip 
with a cash option) plus a one-for-20 
bonus share issue. 

— ANTHONY ROWLEY 





Benguet eyes a record 


Net profit at Philippine primary gold 
producer Benguet Corp. more than tre- 
bled to P132:2 million (US$12 million) 
in the first six months of 1983, compared 
with P31.1 million in the same 1982 
period. In the second quarter alone, net 
profit soared’ to P72.8 million from 
P 14.4 million in the 1982 comparable 
period. 

Benguet president Jaime Ongpin at- 
tributed the improvement to better 
prices for its products (gold has hit 
US$400 an oz) and reduced production 
costs (now down to US$300 an oz). If the 
trend continues and if the targeted pro- 
duction of 11,000 oz of gold a month is 
reached by the third quarter, Benguet 
should post record profits this year, 
Ongpin said. The company also operates 
a copper-and-gold property owned by 
Dizon Mines and a chromite property 
owned by Consolidated Mines. The 
Dizon property contributed P 33 million 
to total net profit in the second quarter 
while Consolidated Mines. reduced its 
net loss by 70% to P 1.2 million. 

—LEO GONZAGA 


Pao's slower World 


Hongkong shipping company World In- 
ternational (Holdings), the quoted flag- 
ship of magnate Sir Yue-kong Pao, an- 
nounced a decline in profits attributable 
to shareholders to HK$405.6 million 
(US$56 million) for the year ended Mar. 
31, compared with HK$477.2 million for 
the previous year. This reflected an 
extraordinary loss of HK$70.8 million 
(compared with a previous extraordin- 
ary gain of HK$31.6 million) incurred on 
vessel sales. A spokesman said the com- 
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pany has taken the view that it is better 
to sell vessels as they come off charter 
rather than lay them up in the hope of 
better market conditions. 

Operating profit was HK$257.3 mil- 
lion (HK$294 million previously) while 
the net share of profits from associated 
companies was HK$247.4 million 
(HK$173 million previously), resulting 
in a net profit before tax of HK$504.7 
million (HK$467 million previously). 
Provision for taxes rose to HK$28.3 mil- 
lion (HK$21.4 million previously). The 
company said group indebtedness was 
reduced by 15% over the year with gear- 
ing down to 48% of shareholders’ funds 
(62% previously). Total dividend for the 
year is to be 12 HK cents per ordinary 
share, the same as in the previous year. 

— CHRISTOPHER WOOD 


Telephone well ahead 


Despite a decline in new installations, 
higher rates and increased use of its in- 
ternational services boosted the Hong- 
kong Telephone group's after-tax profit, 
on an unaudited basis, to HK$192 mil- 
lion (US$26.3 million) in the six months 
to June 30, or an increase of 26% over 
the profit in the comparable period in 
1982. 

Group turnover reached HK$1.31 bil- 
lion, up 24% from the previous year's 
mark, with revenue from international 
services growing by some 25%. During 
the half, the company installed a total of 
119,633 new exchange lines, 1.5% down 


from the previous 121,429. There was a 


net gain of 41,635 new lines (48,270 in 
1982) after taking into account 77,998 
cessations (73,159 previously). 
Hongkong Telephone said the profit 
increase was realised from the rise 


in rates implemented at the start of the 
year and from a scheme to keep labour | 
costs under control by increasing pro- - 


ductivity. Its subsidiary, Communica- 
tion Services Ltd, which has started tak- 
ing over certain equipment and service 


lines, made its first profit contribution of — 


dit | 


HK$10 million. 
Earnings per share in the 
amounted to HK$1.71, up 25% from the 


— 
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previous HK$1.37 (adjusted for a bonus | 
issue). Directors have declared an in- - 


terim dividend of 50 HK cents, up from 


the previous 45 cents. A final dividend of | 


not less than HK$1 is forecast. 
— A CORRESPONDENT 


TDK in reverse 


"T 


TDK Corp., Japan's leading producerof | 


magnetic recording tapes and ferrites, é 


has reported a 25% drop in consolidated 
net profit to ¥11.2 billion (US$47 mil- 


lion) in the six months ended May 3l. | 
Sales were up by 8.1% to ¥159.5 billion, | - 


with overseas sales expanding 26.4%. | 
Sales of magnetic recording tapes, ac- | - 


counting for 53.3% of total, rose 6.2%. 


However, lower prices for video tapes f 
resulting from tighter competition con- | - 
tributed to the profit decline. Deprecia- |. 


tion costs also increased. 


For the second half of its financial 1 


year, TDK forecasts a rapid recovery on 
account of an increase in orders received 


so far for electronic parts and an ex- | 


pected rise in productivity. It forecasts a 


full-year profit drop of 8%. The com- | 


pany has declared an unchanged interim 
dividend of € 17.5 a share. 


— KAZUMI MIYAZAWA | 


Winsor shows its fibre 


Hongkong textile group Winsor Indus- | - 
trial Corp., which also is involved in |. 


property investment and development, 
has reported an after-tax profit of 


HK$103.7 million (US$14.2 million) for f 


the year ended Mar. 31, an increase of : 


33.5% from the previous year. Group f 
net profit, however, was pruned downto — 
HK$92.8 million after a loss of HK$10.9 | 


million in extraordinary items. 


The group's aggregate sales declined | 


10.8% to HK$1.46 billion as the resultof f 
a general decline in sales overseas | 
(group direct exports fell 14.3%) owing | 
to the worldwide recession. Local sales | 


increased marginally by 0.9%. How- 


ever, the company maintained a policy | 


of “not accepting orders at ridiculously - 


low prices" that helped it improve its 


profitability rate to 7.7 HK cents per 


HK$1 of revenue compared to the previ- 
ous year's 5.4 cents. 

Directors have declared a final di- 
vidend of 25 cents, the same as in the 
previous year, for a total payout of 37 
cents for the year. An interim dividend 
of not less than 12 cents a share is ex- 
pected for 1983-84. 

— A CORRESPONDENT 
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A io stays near its peak 
BEAVOURABLE economic indicators kept the Tokyo stockmarket hovering around its new 
B high of 9,000 points on the Nikkei-Dow Jones Average in the period to Aug. 1, which saw 


. mixed trends on Asian exchanges. Australia, which recorded big gains recently, slowed down 
; E somewhat, while New Zealand closed just below its high after posting a best-ever daily gain. 


_ Hongkong retreated as investors worried about the local currency's outlook. 


. TOKYO: Encouraging news about domestic pro- 
_ duction and;exports from the Ministry of Interna- 
E tional Trade and Industry«sustained the market, 
which traded at around 9,000 points on the Nikkei- 
— Dow Jones Average. High-technology communica- 
- tions and computers were 1 the centre of interest for 
much of the peridd.[heré-was buying of machine- 
. tools and precision-instruments issues, especially by 
OWN individual i ors. A firming of prices on 
all Street kept the buoyant. A slight weaken- 
- ing of the yen did not appear to affect sentiment. The 
Vide closed at 9,04 up 23.65 points. 


















SKONG: Fears of further pressure on the 
- Hongkong dollar drove investors to the sidelines, 
X: se ding value turnover down to an average of 
$195 million (US$27 million) a day compared to 
the previous period’s HK$271 million. The Hang 
— Seng Index, after an advance of 16.19 points on the 
first day, went into a steady retreat to end the period 
- -With a drop of 19.18 points on the final day. The index 
shed a total of 28.93 points for the period, to close at 
1,052.84. The Hongkong dollar closed lower at 
- Hk 31 against the US currency on Aug. 1, after 
- hitting HK$7.33 at one point. 


.. AUSTRALIA: After the strong rise over the past six 


. weeks, prices eased towards the end of the period to 

* | Aug. l, though in modest turnover. Once apparently 

pe- insatiable overseas démand for scrip has reduced 

b. and, while the marketis in need of a technical correc- 

E tion, prices have drifted back only slightly in recent 

— trading. The market reached a two-year peak by the 

— ¢lose of trading on July 27, with the Australian All- 

= Ordinaries Index standing at 678.5. By the close of 

trading on Aug. 1, the index had fallen back to 666.3, 

"S . down 6.1 from the previous period. However, trad- 

- ang was closed on that day in Sydney, which accounts 

. for a big proportion of total turnover, for a public 
E 


~NEW ZEALAND: Although it closed below its 


2 best, the market had another very good period, in- 
— eluding its best-yet daily gain following another 
broadside from Prime Minister Robert Muldoon 
* aimed at pushing interest rates down. Muldoon with- 
— drew the government's 14% tap-stock issue and said 
the next issue would go out at 8%. He told financial 
» intermediaries to get their rates into line with that. 

- Share prices responded enthusiastically. But the 

| budget the day after that announcement revealed a 
f massive inerease in thefnternal deficit and, with the 

k 








pun nce. the stockmarket turned quiet 
and weak 


SINGAPORE: The niíarket took another beating 


k with Fraser's Industrial Index closing at 5,386.22, 
down 107.06 points from the previous period. Brok- 
ers call this a correctior phase which has set in since 

— mid-June, but its duration remains more a matter of 

— speculation than reasoned prediction. Rumours 

- about the health of Prime Minister Lee Kuan Yew, 

. which have been around for several weeks and de- 
nied officially, also played a bearish role. Trading 
was centred around speculative stocks which lost 
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more ems than blue chips. Among the major los- 
ers were such previously thinly traded stocks as Kam- 
unting Tin and Lien Hoe Industries. 


KUALA LUMPUR: Fraser's -Industrial Index 
closed'at 3,444.41, down 132.75 points from its previ- 
ous closing. Fears of higher short-term interest rates 
in the United States and larger-than-expected money 
supply figures also dampened the market. Investiga- 
tions into the murder of an executive of the Hong- 
kong-based subsidiary of Bank Bumiputra also af- 
fected sentiment. Rumours about the health of Sin- 
gapore Prime Minister Lee-Kuan Yew did not figure 
in analysts’ comments on the downtrend. Trading 
was very thin, amounting to 47 million shares, or an 
average daily turnover of 9.4 million units. 


SEOUL: 4 spurt of trading early in the period gave 
rise to hopes that a bull run had started, but the mar- 
ket failed to sustain the rally. Investors were encour- 
aged by recent government promises to expand the 
equity market, but analysts said the government's 
tight-money policies and partial implementation of 
the real-name system for financial transactions con- 
tinued to depress trading. Buyers moved in on low- 
priced shares expected to yield good dividends. But 
the rally faded after thre&days. Daily volume aver- 
aged 6.1 million shares, and the composite price 
index finished 0.64 of 4 point higher at 124.60. 


TAIPEI: Expecting a major market correction, in- 
vestors stayed on the sidelines. Share prices moved 
erratically in the weakest trading since mid-Feb- 
ruary. Most issues rose.eariy in the period but then 
slowly fell. The weighted index closed down by a 
point at 731.51. Value turnover plunged more than 
30% from the previods-period to an average of 
NT$797 million (US$19. 9 million). 


MANILA: Another slow week saw only 243.5 mil- 
lion shares worth P25.7 million (US$2.3 million) 
changing hands, with prices mainly weak. Among 
mining favourites, losses ranged from a half-centavo 
for B shares of both Lepanto and Philex, to 25 cen- 
tavos for A shares of Atlas(whose B shares remained 
steady). There were occasional big single transac- 
tions, mostly in the telephone monopoly Philippine 
Long-Distance Telephone which is getting a lot of 
verbal flak for proposing to increase its rates, and in 
Anscor, the Soriano group's management company. 


BANGKOK: The market made strong gains across 
the board in a period which saw investors confidently 
buying a broad range of issues. Bank shares were 
given a strong boost following dividend announce- 
ments from Thai Farmers Bank and Siam Commer- 
cial Bank, while cements were subject to some 
speculative interest over earnings and dividends. In 
finances, Siam Credit made waves with news that it 
would make.a private placement of shares held in its 
subsidiary Siam Credit Leasing Co. to à number 
of underwriters to enable it to be listed on the stock 
exchange. Average daily turnover was Baht 65.9 mil- 
lion (US$2.9 million), The Book Club Index gained 
2.89 "pagus to close at 132.95. 
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: a at yout fingertips as does the Asia Yearbook. 


-in its 24th Edition 

Asia 1983 Yearbook, celebrating its 24th anniver- 
ry, is bigger and more comprehensive than ever be- 
e. Matching the rapid pace of Asian development, we 


ce a book that no person who has any dealings with 
ia can afford to ignore. 





val Round-up, The Power Game, Population & Food, 
1ce, Asian Investment, Energy, Commodities, Avia- 


acific and Asian Organisations. 


wes Each is divided into 3 prr pc 





eon here that not only rey Asia’ s future butaf- 
> entire world. Asia 1983 Yearbook covers these — . 
3, compiles analyses and interprets them. No... 
nessman can afford to ignore them. Nor can any .. ~ 
ve or scholar or anyone who has dealings with 
Decide for yourself whether any other single ` 
m puts the economic, social and political realities — 


ve gone into greater detail, with deeper insight, to pro- | 


e Asia 1 983 Yearbook includes two new chapters in 
-Special Section, namely ASEAN and Fishing. You - 
| find familiar chapters and features as well: a Re- 

rid Bank and Asian Development Bank, Asian Fi- 


, Shipping, Trade & Aid, West Asia, isiam, South 






e main body of the book contains chapters on32 o 
) litical and 


<< 





How ' We Did it | aum 
Published by the Far Eastern Economic Review the B 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW’s cor- 
respondents provide on-the-spot reports from. every 
major Asian capital. From Islamabad to Tokyo , Peking 
to Canberra. And virtually every. area of interest 
throughout Asia. This leading team of writers lysts, 
experts and research staff contribute (as they ha req 
ularly for 24 years) to keep the Asia Yearbook per 
To give you Asia, minus the mystery. Minus thi 
give you Asia: as aye the Far Eastern E 
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^, Please rush me copy/copies. of the Asia 1983 Yearbook as 
& A nass l enclose : a A chequefpostal order for 
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Asia 1983 Yearbook (Soft Cover) 
Price: HK$1 IOS: 95/£9.95/5/M$38.50 each 
No. of copies .. dun tJ by surface — | (3 by airmail’ 
Asia 1983 Yea js k (Hard Cover) 2E 
Price: HK$130/US$19. gott. 75/S/M$45.50 each 
.. No. of copies ire ETE LJ by surface Ci by airmail” 
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LETTER FROM TEHERAN 


s the four-year-old Islamic republic of 

Iran still in the throes of revolutionary 
turmoil, or is it settling down to a prag- 
matic course while maintaining its re- 
volutionary rhetoric? It is too early to 
offer a definite answer; but there are 
persistent signs that the regime is veering 
increasingly to moderate policies at 
home. 

Iran’s internal politics can best be 
understood in the context of a continu- 
ing debate between radicals and moder- 
ates in the Islamic establishment: the 
mosque, the theological colleges, and 
the Islamic Republican Party. The Is- 
lamic radicals. and moderates hold differ- 
ent views on a number of domestic is- 
sues; land reform, foreign trade 
nationalisation, civil liberties, women’s 
Status and dress, management of the re- 
ligious endowments, and labour code. 
There are, in addition, such external is- 
Sues as the conditions for ending 
the war with Iraq and the policy 


towards revolutionary Islamic 
movements in other Muslim 
countries. 


The radicals are concerned 
primarily with the interests of the 
deprived classes — landless pea- 
sants, rural migrants to the cities 
and the working class — and wish 
to raise these sectors' living stan- 
dards at the expense of the rich. 
While not opposed to the well- 
being of the lower classes, the 
moderates want to dull the attack 
on privilege and property. In this, 
they have the support of top 
bureaucrats, middle and upper 
classes, and the bazaaris, or mer- 
chants, who have clashed several 
times since the revolution with 
radical elements. 

But they all have to work 
within the framework of the con- 
Stitution, a fairly radical docu- 
ment. Principle 49, for instance, 
states: "The government has the respon- 
sibility of confiscating all the wealth re- 
sulting from usury, usurpation, bribery, 
embezzlement, theft, gambling, misuse 
of endowment, misuse of government 
contracts and transactions, the sale of 
uncultivated lands and other categories 
of land inherently subject to public own- 
ership, the operation of houses of ill- 
repute, and other illicit sources." 

Instead of fleshing out this wide-rang- 
ing principle into law, the government 
has been concentrating on such specific 
issues as land reform. But even then its 
effort has yet to succeed. The land re- 
form bill was passed by the Majlis, the 
Iranian parliament, but rejected by the 
12-member Council of the Guardians — 
consisting of an equal number of Islamic 
scholars nominated by Ayatollah Ruhol- 
lah Khomeini, and laymen jurists 
elected by the Majlis. 

The guardians’ council judges whe- 





ther or not a bill passed by the Majlis is 
compatible with Islamic tenets and the 
constitution’s principles. While all mem- 
bers vote on the bill's compatibility with 
the constitution, only the six Islamic 
scholars can do so regarding its compati- 
bility with Islamic precepts. 

Among other things, the land-reform 
legislation fixes ceilings on landholdings 
and authorises the government to take 
over excess land after paying compensa- 
tion to the landlord. The guardians’ 
council found this un-Islamic on the 
grounds that by taking over excess land 
in cases in which it had been obtained 
legitimately, the state would be under- 
mining the citizens’ right to private prop- 
erty — a right which, according to the 
Koran, is inviolable. 

This ruling preserved the interests not 
only of the big landholders but also the 
prosperous bazaaris who, in the past, 


Rafsanjani: p 





had bought agricultural land as a means 
of improving their social status. 

Later the guardians’ council again 
came to the rescue of the bazaaris by de- 
claring that a proposed foreign-trade 
nationalisation bill was un-Islamic be- 
cause, by specifying complete nationali- 
sation, it rejected private trading totally. 
It wanted the foreign currency earned 
through the export of non-oil items to be 
used for financing imports by private 
traders: At present, non-oil exports ac- 
count for only 2% of foreign earnings 
but, in time, they are expected to rise 
substantially. 


As: it was pleas from the bazaaris 
to Khomeini which led in part to the 
issue of an eight-point decree on civil 
liberties. This forbade arrest without 
warrant, and curtailed the authority of 
the revolutionary courts by transferring 
the anti-Islamic crimes of corruption (of 





morals) from their jurisdiction to the 
Justice Ministry's public courts. Kho- 
meini also appointed a commission to in- 
vestigate citizens' complaints against of- 
ficials accused of misusing their power. 

Once the threat of arbitrary arrest by 
the revolutionary guards of the local re- 
volutionary committees had been re- 
moved, the bazaaris took to large-scale 
hoarding and profiteering — thus pro- 
viding ammunition to the radicals' argu- 
ment that, if left on their own, the 
bazaaris would fatten themselves at the 
consumers' expense. It was only 
after Khomeini had addressed a 
special meeting of bazaari repre- 
sentatives, calling on them to 
curb their greed, that the situa- 
tion improved. 

The bazaaris' opponents are 
the radicals, who are inspired by 
the ideas of 49-year-old Hojatolis- 
lam Ali Akbar Hashemi Rafsan- 
jani. The only surviving founder- 
leader of the Islamic Republican 
Party, he is the speaker of the 
Majlis, and Khomeini's personal 
representative on the Supreme 
Defence Council, As a regular 
speaker at the Friday prayers in 
Teheran he has immense influ- 
ence over public opinion. In 
April the bazaaris appealed to 
Khomeini to instruct Rafsanjani 
to refrain from making provoca- 
tive statements which, they said, 
were contrary to Islamic princi- 
ples and were inspired by Marxist 
thought. 

Responding to the bazaaris' attack on 
Rafsanjani, thousands of young theol- 
ogy students in Qom issued a statement 
praising Rafsanjani as “the worthiest 
personality . . . in the path of Islamic re- 
volution and Imam Khomeini's line." 
Theology students and clergy are among 
the main pillars of support for the re- 
gime, the others being the bazaaris and 
the young people from the deprived 
classes. But while the bazaaris, working 
through their respective guilds, are unit- 
ed, the clergy are not. 

And at present the moderates are the 
dominant factor in the shaping of 
policies on economic management and 
civil liberties. But since they lack the 
support of the more numerous deprived 
classes, their domination is not firmly 
rooted. As for the radicals, given the 
strength of their popular appeal, they 
could easily stage a comeback. 

— DILIP HIRO 
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Canor 
the best reason to replace 


Here it is: the heavy duty electronic We built in all the most advanced But unlike a lot of powerful office 
typewriter that costs no more than productivity features to make your machines, the AP350 is quite familia 
plain electrics. The Canon AP350 is typist's life easier. Mistakes are and easy to use. Anyone who can 
ready to become your new office corrected on an LCD screen before use standard electric will soon be 
standard. they reach the paper. And one-key able to master it. Even secretaries 
functions like automatic centering who are atraid of buttons and 
and carriage return eliminate the switches. 


figuring and the guesswork. A pro- 
tected expandable memory stores 
documents you want to revise later, 
SO you won't have to type them all 
over again. 
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AP350 would last a long time. We the AP350 is a high price. In fact, for 
simplified the mechanism so you can about the same price as a good 
xxpect seven trouble-free years of electric typewriter, you can get a 
Yeavy-duty use and we also provided Canon that does much much more. 
in optional computer interface so So if you've been thinking about 
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i letter-quality printer with other Canon just introduced the machine 
fice equipment. you've been waiting for. 
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Located 
close to busy 
Orchard Road, 
the York's 
proximity to 
Singapore's 
central 
shopping district and lively 
entertainment makes it an 
exciting place to be. 

Tastefully furnished rooms 
which range from split-level 
cabanas to spacious suites 
provide comfort in style. 
Function rooms for seminars 


On holiday or business, 
the York treats you right. 





and conferences 
are available. 
And even a health 
club complete 
with a sauna. 

In-hotel dining 
isa gourmet’s 
pleasure. Here you'll find 
authentic Italian and Japanese 
cuisine. And the pooldeck cafe 
and a coffeehouse offer both 
western and local delights. 

Well located, the York 
makes your stay in Singapore 
pure delight. 





York Hotel 


The York Treats You Right 


21 Mount Elizabeth, Singapore 0922. 
Telex: RS 21683 YOTEL. Cable: YORK HOTEL. 


GOODWOOD PARK * YORK HOTEL * 
MING COURT * LADYHILL + HOTEL MALAYSIA. 


ut 
Reservations Worldwide: KLIM © Golden Tulip Hotels. Australia and Japan 


Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel Booking Service. Jakarta: Sahid Jaya Sales Office 


Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or awrlon 





WWF Kojo Tanaka BCL 


The 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

‘To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation im your country or direct to 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
idvertisement prepared as a public seriice by Ogilvy & Mather 





LETTERS 
Guilt beneath the gilt 


lan Buruma's commentary on the war 
movie Merry Christmas, Mr Lawrence 
[REVIEW, July 7] was a refreshing change 
from the REVIEW's usual commentaries 
on Japan. Buruma's assessment of both 
Japanese and foreign attitudes towards 
the question of war guilt seems close to the 
mark (sad, but nonetheless true). 

The propagation, especially by those in 
anti-nuclear circles, of the idea that Japan 
was actually a victim of World War II is a 
source of indignation to many a foreigner. 
While the Japanese Left must be given 
some credit for actively working to expose 
and condemn the ultra-nationalism of the 
past and present, their work is filled with 
many inconsistencies and still fails to ad- 
dress the main problems of modern Japan 
and the root of most, if not all, wartime at- 
rocities — racial supremacist thinking. 

Recent polls, and the evidence of resi- 
dent aliens in Japan, especially Asians, 
bear witness to the still sad state of Japan- 
ese attitudes towards any and all outsid- 
ers. 

Meanwhile, Richard Nations and 
Robert Manning put together a fine series 
of articles [Cover Story, REVIEW, July 14] 
detailing the many attitudes towards 
foreign trade that exist within the United 
States Government. With the varied at- 
titudes towards foreign trade among the 
powers-that-be, it is small wonder (though 
little consolation) that many and great in- 
consistencies exist. This story was very dif- 
ferent from the pro-Japanese attitude of 
Gene Gregory's The 5th Column [RE- 
VIEW, June 30] 

It is relatively easy to glean the attitudes 
towards any given issue from among the 
many segments of the US Government; 
such a survey is seldom, if ever, forthcom- 
ing when it comes to Tokyo power circles. 
I hope the REVIEW can find someone who 
is both willing and able to give us the same 
kind of honest, in-depth look at the Tokyo 
side of the story. 

Gladstone, Missouri DAVID R. JENSEN 


Tip of the iceberg? 


The plight of the contract workers on the 
Selanchar Empat oil-palm estate ot 
Malaysia’s Federal Land Development 
Authority (Felda) has justifiably attracted 
international sympathy [REVIEW, July 
28]. Nevertheless, several major issues 
raised by the exposure remain unresolved. 
The Malaysian Labour Ministry has yet to 
propose legislative measures to prevent 
exploitation of contract labour. The con- 
ditions of most contract workers are not 
only a cause for moral outrage; their mis- 
erable existence acts as a perpetual hindr- 
ance to efforts to improve labour condi- 
tions in general. 

While non-citizen and illegal immigrant 
workers are the most vulnerable, many 
citizens — including women and children 
— are affected, especially landless peas- 
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a CPT word processor But a CPT word processor r-------------------------- 3 


As you can see, the control can also handle tasks impossible 
buttons are plainly marked in on an ordinary typewriter—or 
simple English. on an ordinary word processor 

Those buttons are on a It can sort files. Rearrange 
keyboard that is separate from lists. Prepare budgets. Handle 


Send for our free booklet: How 
To Get Into Word Processing — 
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ants and others displaced from regular 
rural employment. It is most regrettable 
that some politicians and officials involved 
have given ethnic overtones to the Selan- 
char Empat issue. 

While the hasty transfer of the affected 
workers from the estate by the ruling coal- 
ition's Malaysian Indian Congress was 
probably well-intentioned, this effectively 
disrupted more detailed investigations 
and efforts to seek redress from their em- 
ployers for the workers' wages and other 
grievances. Also, such a piecemeal solu- 
tion to a well-publicised case does not do 
anything for other workers suffering 
under similar, but unpublicised, condi- 
tions. It has been acknowledged that the 
Selanchar Empat case is only the tip of an 
iceberg. 

While the response of some authorities 
to the Selanchar Empat exposure has been 
gratifying, reactions by others are cause 
for great concern. Besides certain in- 
stances of denying responsibility and 
"passing the buck," even though the di- 
verse ramifications of the case point to 
multiple responsibility, the arrogance of 
certain responsible officials is indeed de- 
plorable. Officials cannot seriously expect 
members of the public — especially in- 
timidated, oppressed and near-illiterate 
contract workers — to have any confi- 
dence in authorities displaying such call- 
ous, if not biased, attitudes. 

While the Labour Ministry appears to 
have successfully pressured the Selanchar 
Empat contractor to pay June's wages 


(after three or four years of unpaid 
labour), more recently the deputy labour 
minister seems to be preoccupied with as- 
serting state-government control over the 
inter-state transfer of the Selanchar 
Empat workers — à most curious priority 
in view of the dimensions of the case. 

Meanwhile, though Felda officials have 
not denied that contract work is carried 
out under close direct supervision by 
Felda, the relevant officials responsible 
for land development apparently deny 
that Felda has any legal responsibility in 
this matter (which is not the case). In any 
case, it surely has a moral one. The ques- 
tion inevitably arises: what kind of deve- 
lopment is Felda promoting? 

Without a fundamental re-orientation 
in existing institutional arrangements and 
attitudes, such responses to the Selanchar 
Empat case are making a mockery of 
Prime Minister Datuk Seri Mahathir 
Mohamad's recent call for “leadership by 
example." MOHD NASIR HASHIM 

Chairman 
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Comrade Chakraborty 


West Bengal minister Jatin Chakraborty's 
specious argument that disco music is in- 
tended to “kill the noble tradition of 
Ramakrishna and Vivekananda” 

[REVIEW, July 21] is ironic because it was 
the Left Front government of which he is a 
member which tried to remove Rabin- 
dranath Tagore's Sahaj Path from the 
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Left Front government seems determined 
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President Suharto of Indonesia — already given the title Father 
of Development — is shaking up his public-sector industries 
like a gigantic cocktail. He calls it rephasing; the World Bank has 
dubbed his efforts *a courageous response" to economic prob- 
lems. Despite earlier growth, industry still accounts for less 
than 10% of gross domestic product, Asean's lowest rate. But 
growth — and particularly industrialisation — must be subordi- 
nated to the external-payments balance because world reces- 
sion and the oil-market collapse have enlarged Indonesia's cur- 
rent-account deficit to unsustainable levels and austerity is a 
must. FOCUS looks at this shake-up. Pages 39-58. 
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Page 12 
Britain maintains the cloak of 
confidentiality over the talks on 


Hongkong's future, but the 
Chinese position becomes 
clearer. 

Pages 15-16 


Indochina predicts that Asean 
will split over Cambodia — and 
China tries hard to keep it to- 
gether. 


Page 17 
Sri Lanka hopes a dark chapter in 
its history is closed. 


Page 24 

Thailand's Gen. Arthit Kamlang- 
ek adds another string to his pow- 
erful bow. 


Page 25 

A new film causes a stir by por- 
traying Japan's war leaders as 
victims, not criminals. 
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Page 28 

The Bob-and-Bill team at the top 
of the Australian Government is 
holding together. 


Pages 32-34 

Burma's amiable assassins sol- 
dier on alone. Meanwhile, Thai- 
land casts a wary eye at the | 
Burma Communist Party. 


Pages 64-65 

Thailand's natural-gas con- 
troversy takes a new twist, while 
in Indonesia the industry over- 
comes a major hitch. 


Page 66 
Commodities at last bounce off 
the bottom. 





| Pages 68-70 

Food and drink companies join 
| pharmaceuticals firms in Japan's 
| biotechnological war on cancer. 
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Page 72 

As India presses ahead with up- | 
grading microelectronics, Indian | 
companies do well in the busi- | 
ness in Singapore. T" 


Page 73 | 
There are further si of an end | | 


gns 
to the shipbuilding recession. | 


The Asian Development Bank k 
takes steps to look after the | 
Pacific's small fry. ess 


Page 82 

Thailand is to reform its stock- | 
exchange act, to remove 
anomalies discovered in the 1979 | 
crash. Meanwhile, Hongkong is 
to tighten up rules on deposit-tak- | 
ing companies. 


Page 84 } 
Hongkong Land's Trevor Bedford | 
bows out. UT 
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Sun Tienchin, a Chinese test 
pilot who defected to South 
Korea in his MiG21 jet fighter, 
is to be sent to Taiwan. Sun is 
the second Chinese air force 
pilot to defect to South Korea 
in the past 10 months, but his 
was the first MiG21 taken 
to the country. Taiwan au- 
thorities have promised a fi- 
nancial reward of at least US$3 
million upon his arrival. 

In May, a Chinese Trident 
airliner on an internal flight 
with 105 people aboard was 
hijacked to South Korea. Di- 
rect negotiations between 
Chinese and South Korean of- 
ficials led to the repatriation of 
both the aircraft and the pas- 
sengers. South Korean officials 
have indicated that they are 
open to negotiation with Pe- 
king over the possible repatria- 
tion of the MiG21. 

— SHIM JAE HOON 


Clashes in Dhaka 

injure 25 students 

Student factions fought a four- 
hour battle at Dhaka Univer- 
sity on August 4. At least 25 
people were injured, six seri- 
ously. Fighting broke out when 
two opposing groups wanted to 
hold a rally on the campus at 
the same time. Police, who 
were present in strength, did 
not intervene. 

The groups involved were 
the Students Action Commit- 
tee and a faction of the Dhaka 
University Central Students 
Union led by its general secret- 
ary, Ziauddin Bablu. The 
Bablu faction supports the 18- 
point economic programme of 
chief martial law administrator 
Lieut-Gen. H. M. Ershad. The 
faction wanted to establish 
supremacy at the campus, 
where students are critical of 
the present regime. 

— S. KAMALUDDIN 


Minorities in four Asian 
nations suffer, report says 


The Anti-Slavery Society has 
charged that minority groups in 
Bangladesh, Indonesia, the 
Philippines and Thailand have 
suffered human-rights viola- 
tions. In a report to the United 
Nations, the London-based 
group said that tribal people in 
the Chittagong hill tracts of 
Bangladesh and in Indonesia's 
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Irian Jaya "face virtual obliter- 
ation." 

On minorities in the Philip- 
pines, the report said that if 
Manila continued its present 
policies, "this generation of in- 
digenous minorities will be the 
last." 

On the 50,000 Hmong 
people living in northern Thai- 
land, the society admitted that 
the complex issues and in- 
terests involved in the opium- 
producing areas suggested no 
simple answers. But from the 
point of view of the Hmong, 
“the continuing of current 
policies can only mean even- 
tual assimilation." 

— DANIEL NELSON 
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The United Nations aid pro- 
gramme on the Thai-Cambo- 
dian border will not be able to 
continue unless donor coun- 
tries provide US$3.5 million in 
cash by August 31, according 
to UN aid coordinator Sir 
Robert Jackson. The emer- 
gency appeal was issued in a 
letter sent by Jackson on Au- 
gust 2 to the dozen principal 
donor governments and some 
35 others that have contributed 
to the relief operation. 

In addition to the US$3.5 
million, Jackson said, an equal 
sum was needed to buy food 
and finance anti-malaria mea- 
sures. — TED MORELLO 


Family reunions sought 
for Koreans in Sakhalin 
South Korean Foreign Minis- 
ter Lee Bum Suk is expected to 
raise the question of some 
43,000 Koreans — who have 
lived in the Soviet territory of 
Sakhalin since World War II — 
when he meets his Japanese 
counterpart in Tokyo later this 
month. The Koreans have ex- 
pressed a wish to meet their re- 
latives. About 65% of them 
have acquired North Korean 
nationality, while 25% have 
Soviet citizenship, according to 
reports. The others have re- 
mained stateless: 

Soviet authorities told a 
visiting Japanese parliamenta- 
rian recently that the Koreans 
would be allowed to visit Japan 
for the reunions provided that 
Tokyo guaranteed their safety 
and also paid for their trips. 
They are among the Koreans 
who were forcibly taken to 
Sakhalin by Japan during the 
war. — SHIM JAE HOON 


BUSINESS 


Dewey Dee files an appeal 
to stay in Canada 

Fugitive Filipino-Chinese tex- 
tile magnate Dewey Dee, who 
left Manila in January 198] 
with unpaid debts totalling an 
estimated P700 million 
(US$63.6 million), has been 
denied refugee status by 
Canada's Refugee Status Ad- 
visory Committee. But the 
REVIEW has learned Dee and 
his lawyers already have ap- 
pealed for a “redetermination” 
of his claim with the Immigra- 
tion Appeal Board. 

Even if that is turned down, 
he would be able to apply to the 
Canadian Federal Court of Ap- 
peals, which would involve af- 
fidavits and motions for post- 
ponement. That could take 
months. Moreover, there is no 
extradition treaty between 
Canada and the Philippines. 
Dee is carrying a Costa Rican 
“residence” passport, which on 
expiry can be repurchased with 
another investment in that 
country, — GUY SACERDOTI 


New Zealand opens up 
foreign-exchange trading 
Nine merchant banks have 
been awarded licences to deal 
in spot and forward foreign ex- 
change by New.Zealand Prime 
Minister and Minister of Fi- 
nance Robert Muldoon. The 
new licences mark the first 
break from a tight circle of four 
trading banks which until now 
have been the only licensed 
dealers apart from the Reserve 
Bank of New Zealand, the cen- 
tral bank. The merchant banks 
are Broadbank Corp., Citicorp 
Forex, Development Finance 
Corp., Indosuez New Zealand, 
Lombank (New Zealand), 
Marac Corp., NZI Securities, 
New Zealand United Corp. 
and South Pacific Corp. 

— COLIN JAMES 


Sime moves into the 
steel-structures business 
Malaysian-based — conglome- 
rate Sime Darby and Singa- 
pore's Sembawang Engineer- 
ing are establishing a joint ven- 
ture to fabricate steel struc- 
tures for the oil industry. The 
new company, Sime Sem- 
bawang Engineering, will have 
a paid-up capital of M$12 mil- 
lion (US$5.1 million), with 
Sime owning 70% and Sem- 
bawang the rest. The facility, 





to be located in the southerr 
Malaysian state of Johor,is ex: 
pected to produce 10,000 ton: 
nes of steel structures a year. 
The new company is hoping 
to bid for a share of the plannec 
natural-gas pipeline -fron 
Malaysia to Singapore. The 
bulk of Malaysia's energy-re 
lated steel business has so fa: 
been taken up by Japanese anc 
South Korean firms. 
— V. G. KULKARN 


Singapore Airlines (SIA) wil 
buy Prátt and Whitney engine: 
to power its fleet of new air 
craft being acquired over the 
next five years. Competitor: 
for the deal, worth US$275 mil. 
lion, were General Electric o! 
the United States and Roll: 
Royce of Britain. SIA said the 
choice was difficult but Pratt 
and Whitney won because its 
engines had a higher degree ol 
reliability and fuel efficiency 
and because the deal rep- 
resented an "attractive com- 
mercial offer." 

The engines now contracted 
for will be fitted to STA's four 
Boeing 757s, six more Boeing 
747-300s (stretched upper- 
deck) and six Airbus Industrie 
A310s. This will mean that 
eventually, all of SIA's fleet 
will use Pratt and Whitney 


engines. — V. G. KULKARNI 
Malaysia licenses a 
private TV channel 


The Malaysian Government's 
first move towards privatisa- 
tion of industry took place re- 
cently when. Fleet Group was 
awarded a licence to operate 
the country's first private TV 
network, The government has 
been against the idea of a pri- 
vate radio or TV channel since 
independence. in 1957. The 
new move reflects Prime 
Minister Datuk Seri Mahathir 
Mohamad's view that many 
public-sector institutions could 
perform better in private 
hands. 

It is believed that the Utusan 
Melayu newspaper group, a 
Chinese newspaper and a major 
film-production house owned 
by a bumiputra businessman, 
will be invited to participate in 
the new channel. It is also be- 
lieved that once the third chan- 
nel goes private, the govern- 
ment will gradually privatise 
the existing first and second 
channels. — K. DAS 
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A SHORTER BLACKLIST | 
South Korean President Chun Doo 
Hwan is expected to allow more 
politicians to resume political 
‘activities in the coming weeks, but 
they are not likely to include Kim 
Young Sam, the dissident leader 
whose 23-day hunger strike angered 
Chun. Nor are aides of exiled 
dissident Kim Dae Jung likely to be 
freed from the ban, which at present 
is imposed on about 300 politicians. 


SNUBBING THE CPPCC 
While the Hongkong'Government 
pays due respect to Peking's 
representatives in Hongkong, it has 
;quietly snubbed those Hongkong 
enean whom it regards as 
aving thrown in their lot with China 
— particularly those, including 
businessmen Gordon Wu, T. K. 
Ann and Deacon Chiu, who earlier 
this year were appointed as 
members of the Chinese People's 
Political Consultative Conference 
(CPPCC). Those organising social 
occasions, including consulates- 
general and high commissions, have 
received hints that while senior 
government officials are willing to 
attend functions at which such 





EN THE WEEK 


AFGHANISTAN 

Afghan security forces accidentally killed 
at least 20 of their own men when they 
bombed an army barracks in Ghazni, believ- 
ing it had been overrun by guerillas, a West- 
ern diplomatic report from Islamabad said 
(Aug. 9). i 


BANGLADESH | 

Six leading members of the Awami League 
were expelled from the party, it was reported 
(Aug. 3). n 


BURMA LE 3 

Brig.-Gen. Tin Oo went on trial on charges 
of misusing about U$$250,000 in state funds 
and property (Aug. &). 


CAMBODIA : 

Vietnamese forces arrested 300 officials of 
the. Heng Samrin government, à resistance 
group said in a statemént received in Bangkok 
(Aug. 3). A key Cambodian guerilla, Col 
Nhem Sopon, who was loyal to Prince Noro- 
dom Sihanouk, died of malaria, Thai military 
intelligence said (Aug. 4). 


CHINA 
Australian Foreign Minister Bill Hayden 
arrived for an official visit (Aug. 3). 


HONGKONG 

A 32-year-old. Malaysian Chinese, Mak 
Foon Than, was charged with the murder of 
Jalil Ibrahim, an assistant general manager of 


M 
. = 


M 







tfotittO A 


» ph T A Us, T "i^. t me 
Pen REN a AIT ta TT. — 


» i , 





PvP ence 





P Pi 


= LIL ZO. - =d 


uper rm 


Bee es 
e. 


+>» - > - - - 
- p B 








members are 
present, both 
sides will attend 
as individuals, 
and not as 
representing the 
Hongkong 
Government on 
the one hand or 
the CPPCC on 
the other. Chiu, 
banker, entrepreneur and chairman 
of a Hongkong TV channel, was due 
to receive an Order of the British 
Empire shortly after his CPPCC 
membership was announced — 








whereupon his honour was promptly 


cancelled. 


HELP FROM THE EXPERTS 


Instructors from the crack British 
Special Air Service (SAS) Regiment 
spent several weeks in Thailand in 
March and April training the 
Bangkok-based 1st Division's Long 
Range Reconnaissance Patrol 
(LRRP) company in counter- 
terrorist tactics. The 100-stron 
company is one of a number of units 
— among them the Special Forces, 
Air Force Commando and police 
SWAT (Special Weapons And 





deposit-taking company Bumiputra Malaysia 
Finance ( Aug. 6). 


INDIA 

Two opposition parties, the Bharatiya 
Janata Party and the Lok Dal, formed an al- 
liance to challenge Prime Minister Indira 
Gandhi in the general election due by 1985, it 
was reported (Aug. 8). 


INDONESIA 

Authorities imposed a news blackout on re- 
ports about gunmen who have killed 553 sus- 
pected criminals in Java and Sumatra since 
April, it was reported (Aug. 5). 


JAPAN 

A Japanese vessel picked up 103 Vietnam- 
ese refugees while they were drifting in a boat 
in the South China Sea, the Foreign Ministry 
said (Aug. 8). 


MALAYSIA 

The lower house of parliament passed a 
constitutional amendment curbing the power 
of the king and the state rulers to delay legisla- 
tion (Aug. 3). Police and customs officers said 
they believed they had crippled two major tin- 
smuggling rings following the seizure of 
US$100,000 worth of ore and the arrest of 
seven people (Aug. 9) 


PAKISTAN 


Thai Prime Minister Prem Tinsulanond ar- 
rived on an official visit (Augy 6). 
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with urban and international — 
guerillas. It is understood the SAS 
instructors were involved in a highly 
classified exercise with the LRRP — 
company in northern Phitsanuloke : 
province — an area well known to. 
Ist Division commander Maj.-Gen. 
Pichit Kullavanich who is credited — 
with masterminding the capture of | 
the Khao Kor communist stronghold 
T neighbouring Petchabun in early — 
8l. m 


SAYING NO TO CHINA | 
Despite the close relationship which: 
China enjoys with Thailand, the — 
Thais recently turned down a P 
Chinese request to increase the — 
number of staffinits Bangkok 
embassy. The embassy, one of the 
largest in Bangkok, has more than 
30 diplomats and Peking reportedly 
wanted to add six more, though it 
was not specified which sections they 
were to join. The request was put to — 
the secretary-general ofthe Thai —— | 
Foreign Ministry, Asa Sarasin, when — 
he visited Peking in July, but the 
answer was a polite no. The Chinese - 
are understood to be upset over the 
refusal. E 
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PHILIPPINES "a 
President Ferdinand Marcos. announced - 
the abolition of the Presidential Commitment. 
Order which gave him absolute arrest powers, — 
it was reported (Aug. 5). The government ad- 
mitted for the first time jailing 1,100 peop e 
without bail under Marcos’ powers of arrest - 
(Aug. 6). CUM 
SOUTH KOREA Ec 
South Korean forces killed at least four 
North Korean commandos when they sank an. 
armed spy boat off South Korea's eastern. 
coast, the Defence Ministry said (Aug. 5). A 
Chinese air force test pilot defected to South - 
Korea in a MiG21, seeking asylum in Taiwan | 
(Aug. 7). Malaysian Prime Minister Datuk — 
Seri Mahathir Mohamad arrived onan official | 
visit (Aug. 8). "i 
Aui] 
SRI LANKA wil 
The Tamil United Liberation Front de- - 
cided to boycott parliament following new | 
legislation which. banned all calls for, — 
separatism (Aug. 7). ^ 
THAILAND ü on 
Government forces launched a major mili- f 
tary campaign against the Shan United Army | 
of drug king Khun Sa on the Thai side of thë | 
Thai-Burmese border, sources near there said _ 
(Aug. 6). Guerillas loyal to Khun Sa béganre- | 
treating from bases in the mountains on the | 
Thai-Burmese border, Thai border police | 
sources said (Aug. 8). "n 
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The Sino-British talks adjourn without significant progress 





By Derek Davies and Mary Lee 


€ 
SF 


Sino-British negoti- 
ations on Hong- 
kong's future have 
adjourned for six 
A weeks with little in- 
dd BW dication of agree- 

ment having been 
reached on any substantive points in the 
three sessions of talks so far. As expected, 
both sides have stated their positions and 
reiterated these positions in greater detail 
during the three sessions. They have now 





_ adjourned, presumbly to examine each 


others arguments and possibly to re- 
examine their own. 

Baldly stated, the British are arguing 
that if Hongkong 's stability and prosperity 
are to be preserved, and if London is to 
discharge what it regards as its moral com- 
mitments towards Hongkong, some offi- 
cial British administrative role is essential 
after 1997, They are arguing that while the 
two systems, capitalist and communist, 
have co-existed usefully side by side in the 
past, they are essentially incompatible and 
cannot be mixed together. Therefore, 
London argues, a British presence is es- 
sential as a buffer or insulator between 
the two. 

Peking has ignored this stance, as it has 
ignored any suggestions from Hongkong 
residents which do not conform to its 
stated view that "sovereignty without ad- 
ministrative power is meaningless." Pe- 
king's continued propagation of its plan 
for self-administration by Hongkong 
people indicates that it is still set on coun- 
tering claims that a viable solution must 
account for a continued British adminis- 
trative presence after 1997. 

Despite the heavy curtain of confiden- 
tiality drawn round the talks, it is known 
that Britain has forcibly argued its case for 
continued responsibility, while the 
Chinese delegates have largely confined 
themselves to reiterating their official 
stance. The British argument has been 
supported by prepared papers placing 
heavy emphasis on facts and statistics 
which illustrate London's position that 
continuity is essential in such areas as fi- 
nance and currency, the legal system, the 
economy (i.e. the market economy) and 
the administration. China's response to 
this was illustrated by two articles pub- 
lished in the pro-Peking Hongkong dailies 
Ta Kung Pao and Wen Wei Po, recentlv. 
Ta Kung Pao, in a July 31 article, not only 
argued against British administrative con- 
trol after 1997, but also argued against 
holding a referendum to determine a solu- 
tion acceptable to Hongkong residents. It 
also maintained that, while Chinese. na- 
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A pregnant pause 


tionals had the right to criticise China's 
political upheavals of the past, similar 
criticisms by foreigners were not condu- 
cive to healthy international relations. 

This refers to former Hongkong gover- 
nor Lord MacLehose's speech in London 
in May, when he said: "The present gov- 
ernment in Peking is regarded as the best 
China has had for a very long time. And | 
am sure that all in Hongkong would accept 
the total sincerity of the Chinese Govern- 
ment’s approach and intentions. The 
problem is, unfortunately and unavoida- 
bly, recollection of the many changes of 
line and personalities that have wracked 
China in the last 30 years and the intimate 
personal knowledge and experience of 
them that Hongkong people have. I think 
that if the anxiety of Hongkong people 
and investors is to be removed, some way 
must be found to assure them that accept- 
able new arrangements, once made, will 
not be interfered with." 

The article stated that "recovering 
Hongkong” was the only means of wiping 
out the national humiliation brought 
about by the cession of the territory by the 
Qing dynasty. The reiteration of such a 
line at this time is significant. Chinese 








elder statesman Deng Xiaoping — the 
draughtsman of “the blueprint for the set- 
tlement of the Hongkong issue,” accord- 
ing to a local pro-Peking magazine, The 
Mirror — told Hongkong and Macau dele- 
gates at the June Chinese People's Politi- 
cal Consultative Conference: "We must 
let the British out of an embarrassing situ- 
ation. It is possible that the negotiations 
will not begin with ‘regaining sovereignty’ 
but with the second question, that is, what 
shall we do after 1997? After we have 
finished discussing the second, then there 
is nothing in the first question which is 
worth discussing,” 


A’ Deng suggested, the talks are thus 
about “how cooperation can be carried 
out in the transitional period from the pre- 
sent to 1997" and what needs to be done 
after 1997, The emphasis that China needs 
to wipe out past humiliations is clearly 
meant to limit Britain's ability to argue for 
remaining in Hongkong — at least in an 
official. capacity. However, as Deng's 
words imply, China might well agree to an 
unofficial but highly visible British pre- 
sence — in the form of senior civil servants 
on contract to the local administration. 





Easing hearts and minds 


A senior Xinhua official reiterates China's desire 
to maintain the territory's economic and legal systems 


By Lynne Joiner 
Hongkong needs 
China and China 
needs Hongkong, 


says Cao Weilian, 
deputy director for 
BW economic affairs at 

the Hongkong 
bureau of China's official Xinhua news- 
agency, which serves as Peking's unoffi- 
cial diplomatic office in the territory. He 
told this correspondent that China is 
hopeful and Hongkong should share this 
optimism. **Please convey this message to 
Hongkong's young people and ask them 
to get rid of these fears and apprehen- 
sions," Cao said. 

China's efforts to win the hearts and 
minds of Hongkong residents, nervous 
about their uncertain future, was the 
underlying theme of Cao's remarks in a re- 
cent interview. He said China has de- 
monstrated its sincerity in trying to assure 
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the stability and prosperity of the territ- 
ory. He made it clear he does not think 
China's role in Hongkong is properly ap- 
preciated by either the Hongkong au- 
thorities or its people, and he cited numer- 
ous examples of Chinese efforts — from 
their capital investment of HK$20 billion 
(US$3.57 billion) to the supply of Hong- 
kong's toilet paper — to make his point. 

Cao noted that while Hongkong has 
raised fees for electricity and bus services 
and increased taxes in the past year, China 
has kept its prices for food and daily neces- 
sities stable. In 1982, he said, China lost 
HK$6-7 billion because of the weakened 
Hongkong dollar and higher prices China 
had to pay for the goods it imported. 
Hongkong officials, he argued, do not 
take to heart China's sacrifices to help 
maintain Hongkong's prosperity and sta- 
bility. 

Cao, formerly a vice-minister of light in- 
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While not amounting to a formal constitu- 
tional link with London, this would pro- 
vide some form of continuity and thus help 
to shore up confidence. Deng also said: 
"We do not hope to regain Hongkong 
until 1997, But it is not we who will decide 
this." 

Ta Kung Pao went on to ask what inde- 
pendent democratic country today would 
exchange administrative power for 
sovereignty or would bow to others to sign 
a humiliating treaty, dressed up às an ex- 
tension of the New Territories lease, à 
trusteeship or a landlord-tenant agree- 
ment as suggested by many in Hongkong. 

As for the argument against holding à 
referendum to decide on the eventual sol- 
ution, the newspaper said: "The Hong- 
kong problem is definitely not a domestic 
problem in Britain but a Sino-British dip- 
lomatic issue, so how can a plebiscite be 
used to determine a solution?" Analysts 
say that this argument serves China in 
two ways: it not only sidetracks British 
claims that the solution must be accept- 
able to the people of Hongkong, but it also 
shows that, as far as Peking is concerned, 
Britain has no basis for even invoking pub- 
lic opinion. 

China's proposal for self-administration 
by Hongkong people — which promises 
minimum change of current lifestyles and 
systems under the special administrative 
region (SAR) format — is intended to 
cater to the wish to maintain the status 
quo. 

It is here that the crunch lies. While 
there is still infinite room for compromise 


dustry, said the people should not worry 
about their future because China has a 
proven record of conducting its business 
according to Hongkong laws and regula- 
tions just as traders and merchants from 
other parts of the world do. He said China 
planned a number of capital investments 
and various commercial developments in 
Hongkong in the next 14 years, which 
should put people at ease over China's in- 
tentions to maintain Hongkong as a free 
port with an open economy, in which 
Chinese interests participate according to 
Hongkong rules. 

He left the impression that China's ac- 
tions in the next 14 years will smooth the 
transition to a return of Chinese 
sovereignty, so that 1997 will lose its sig- 
nificance as a deadline. If China were not 
intent on allowing Hongkong to continue 
as a special autonomous area, Cao asked, 
why would Chinese-financed companies 
now be planning an extensive network of 
China Resources retail outlets; a new 
cargo dock construction project in the 
Western district of Hongkong Island; a 
new passenger and cargo pier at Kowloon; 
new Chinese factories, and expanded 
commercial banking activities, including 
hire-purchase loans for Hongkong resi- 
dents. 
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between the two positions, allowing for a 
viable working arrangement which will at 
once stand a good chance of retaining 
local and international confidence while 
acknowledging that China has ultimate 
sovereignty, neither side has budged so 
far. The trouble lies, à source close to the 
delegates indicated, in the propensity of 
the Chinese, as historical dialecticians, to 
believe that if they state a thing it will be so 
— an attitude strengthened by their ex- 
perience in running a centrally planned 
economy. Thus, because they state that 


their solution provides for stability and 
| ; | 


Cao also stressed that the views of 


Hongkong's people are being actively | 


| taken some comfort in the swiftness with 


sought in Peking — one reason many dele- 
gations have been invited to the Chinese 
capital in recent months and more Hong- 
kong representatives have been appointed 
to the Guangdong People's Congress and 
National People's Congress. Assuring 
Hongkong residents that their views were 
heard and understood was also one of the 
main reasons Xinhua's new director in 
Hongkong, Xu Jiatun, was functioning as 
a bridge between Peking and Hongkong's 
diverse interest groups. 

Cao was confident that if the people of 
Hongkong wished their way of life to re- 
main unchanged this could be done to 
their satisfaction. People of his genera- 
tion, he said, come from the old, free-mar- 
ket society. “We know the practices of the 
free-market system and we know the af- 
fairs of Hongkong," Cao asserted, “as 
many of us have worked here for de- 
cades." 

Whether Cao's reassurances help win 


the hearts and minds of Hongkong's | 


people remains to be seen. But more than 
half of China's population has been born 
since 1949 and have no experience in a 
free-market system — and may not under- 
stand what makes the territory tick. 
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MacLehose; Deng: an embarrassing situation 





prosperity, they assume that stability and 
prosperity must result. 

London, and more particularly Hong- 
kong, know that in a free market, people 
rarely behave as either directed or pre- 
dicted. So far the damage done to the 
Hongkong economy (most graphically il- 
lustrated by the stockmarket and the 
weakening of the Hongkong dollar but 
more significantly in an increasing desire 
of the people of Hongkong to export both 
their money and themselves) has evi- 
dently not vet caused Peking to rethink its 
position, 

The next six weeks will thus be vital, as 
both sides prepare for the third phase of 
talks, due to begin in the third week of 
September. The British delegates have 


which Peking agreed to the suggested 
date. 


he line that foreign criticism of China's 

track record of political instability is not 
good for international relations is proba- 
bly intended to forestall arguments by the 
British side that Hongkong people have 
no confidence that any undertaking by Pe- 
king will hold — unless there is a cone 
tinued British presence to ensure it. The 
Ta Kung Pao article concluded by stating 
that as long as there was Sino-British co- 
operation, Hongkong's viability would be 
preserved a hint that any difficulties 
arising at the negotiations would be due to 
lack of cooperation by the British. 

The Ta Kung Pao article reflects 
China's basic attitude at the negotiations. 
But a statement by the Hongkong Federa- 
tion of Students — whose representatives 
visited China in July — published by Wen 
Wei Po scts out very clearly Peking's po- 
licv line on the territory's future. The stu- 
dent representatives discussed the Hong- 
kong issue with officials from the Hong- 
kong-Macau office. According to their 
statements, China's plan for Hongkong 
under Article 31 of the constitution (which 
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> Apart from defence and diplomatic is- 


kong's internal affairs, which are the re- 
sponsibility of the local administration. 

» Peking will not send representatives to 
Hongkong. Under certain conditions, it 
would be best if Hongkong residents 
elected the future mayor or chief adminis- 
trator, who would be approved by the cen- 
tral government. The approval is subject 
only to one condition — that the person is 
a patriot (that is, a supporter of China's 
reunification) who has prestige and public 
support but who does not have to be pro- 
Peking. A pro-Taiwan rightist or even a 
Trotskyite could qualify as long as he has 
public support in the form of votes. 

> Hongkong's legal system can be re- 
tained and the territory will have its own 
legislative powers. The territory's legisla- 
tive structure can be negotiated, and as 
long as its highest court of appeal is within 
Hongkong, it can 
have its own inde- 
pendent legal sys- 
tem. China's legal 


system cannot be 
applied to Hong- 
kong and vice 
versa. 

> Hongkong's way 
of life will not 
change. 

» The people of 
Hongkong can keep 


their freedoms — of 
the press, speech, 
assembly, move- 
ment and others. 

> Activities of 
Kuomintang follow- 
ers, Trotskyites and 
others will not be re- 
stricted unless they 
engage in sabotage. 
» Internal security 
will be the responsi- 
bility of the local ad- 
ministration and the existing Hongkong 
police. 

» Hongkong's capitalist system, free port 
and financial-centre status will be mein- 
tained. It can issue its own currency «nd 
the Hongkong dollar will remain freely 
convertible. However, the design of notes 
and coins (which now carry the word "col- 
ony" and the head of Queen Elizabeth II) 
will change. 

» While diplomatic issues will be handled 
by Peking, Hongkong will have a great 
deal of power to deal with its own foreign 
affairs in economic and cultural matters 
and other international activities. The 
local authority can also issue its own travel 
documents. 

» Social reforms will not be imposed by 
Peking but will be carried out when there 
is general consensus among local residents 
from all walks of life. 

Sources say that this plan is based on 
draft regulations for the Hongkong SAR 
which were to have been put before the 
sixth National People's Congress (NPC) 
in June. However, according to the stu- 
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Xu in the Walled City: an unofficial governor? 
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dent delegation, officials stressed that f 


"these basic policies are not too concrete 
yet and should be discussed by Hongkong 
people. After open debate in Hongkong, 
the draft will have to be endorsed by the 
NPC.” How the British will fit into this re- 
mains to be seen. Chinese Officials have 
also indicated that any Sino-British agree- 
ment would by nature be "international" 
— àn attempt to meet local demands and 
MacLehose's point about the need for “in- 
ternational" guarantees. 


here are strong rumours circulating in 

the territory that the third session went 
quite badly. There is, however, no con- 
crete evidence to support this view except 
that the resulting communique omitted 
the adjectives "useful" and “construc- 
tive," which followed the two earlier ses- 
sions. Rumours about the third session 
emanate from Peking, where, sources say, 
the confidentiality lid is not as tight. Bri- 
tain's — or more precisely, Prime Minister 
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Margaret Thatcher's — policy that "to 
maintain confidence there must be confi- 
dentiality" is turning into a straitjacket, 
which China is using to its advantage in its 
campaign for the hearts and minds of the 
local population. By giving a group of 
youths — the student delegation — a po- 
licy statement of such import, Peking is 
able to demonstrate its version of concern 
for the people of Hongkong — a move 
which British silence cannot counter, 
Britain's self-imposed silence is thus not 
only denying it the support of others (in- 
cluding Japan, some of the Asean states, 
the United States and Western Europe) 
who would like to see Hongkong continue 
to perform its present functions, but is los- 
ing out in the propaganda exchanges with 
Peking. It would be diplomatically impos- 
sible for London to draw public attention 
to the constraints it knows inhibit China's 
negotiators — including Peking's desire 
that a prosperous Hongkong should con- 
tinue to be a vital source of foreign ex- 
change, technology and management ex- 
pertise for China's modernisation plans, 
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lion compatriots who have grown up to re- 
gard basic freedoms of speech, religion 
and movement as theirs by right, Peking's 
wish to retain the friendly Sino-British re- 
lationship and most importantly, the abso- 
lute necessity tó.avoid causing irreparable 
damage to Hongkong's well-being. which 
would in turn cause irreparable damage to 
Chian's hopes of eventually achieving 
peaceful reunification with Taiwan. 

The only development, which could 
alter this situation would be an obviously 
spontaneous, non-orchestrated wave of 
demands by the people of Hongkong for a 
maintenance of the status quo — or some- 
thing very like it under China's 
sovereignty. So far there has been no sign 
of such an upsurge, noris there likely to be 
unless the people of Hongkong begin to 
feel that Peking's intransigence is likely to 
cause the talks to fail. 

Unfortunately for Hongkong, neither 
side's handling of the issue does much for 
confidence. The plan brought back by the 
students throws a big question mark on 
Peking’s understanding of local sen- 
sitivities. A remark by politburo member 
Xi Zhongxun in May — that "China would 
not say or do anything to harm Hong- 
kong" — evidently does not preclude pub- 
licising its intents while talks are in pro- 
gress. On top of that, it has been reliably 
learned in Peking that the 10-point plan 
has not been formally presented to the 
British. Publishing it in leftwing news- 
papers in Hongkong was China's way of 
leaking its position without breaching 
Thatcher's demand for confidentiality. 


p.n impatience for visible signs of pro- 
gress is growing. The lack of the “use- 
ful^ and "constructive" adjectives to de- 
scribe the third session resulted in the 
Hang Seng Index falling 36.13 points the 
next day and further weakened the Hong- 
kong dollar. News that the fourth session 
would be a continuation of the second 
phase and that no new or higher-placed of- 
ficials would be taking part added to the 
gloom. The atmosphere is apparently so 
sensitive that Britain refuses to disclose 
when Minister of State at the Foreign Of- 
fice Richard Luce will fly to Peking — 
though he is due to visit Hongkong in Sep- 
tember. | 

In the meantime, China’s top represen- 
tative in Hongkong — the director of the 
local Xinhua newsagency office, Xu 
Jiatun — is adopting a much higher public 
profile than his predecessor, Wang 
Kuang. Contrary to some press reports 
that Xu is a typical Chinese bureaucrat, 
the director has been busy showing that he 
is a man of the people. His surprise visit to 
the Walled City in Kowloon — a dilapi- 
dated preserve of Chinese territory under 
the New Territories | lease and 
well-publicised appearances at other 
events have led to comments that, before 
long, Xu will be acting like and regarded 
as Hongkong's unofficial governor. “The 
Chinese mean business when they say the 
transition has already. begun," said one 
analyst. | 
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Candour and confidence 


A Lao official explains Hanoi's hardening stance on Cambodia 
and indicates a desire for fresh bilateral initiatives by the US 


By Nayan Chanda 


Vientiane: In the clearest statement so far 
from Hanoi-led Indochina, a senior Lao 
official has said that there will be no fresh 
proposal on Cambodia because a combi- 
nation of favourable factors is now sure 
to lead Asean either to accept a fait ac- 
compli or to disintegrate politically on the 
Cambodia question. The official also 
hinted at the possibility of Lao support for 
insurgency in Thailand if Bangkok does 
not stop backing Lao resistance forces. 

Lao Vice-Minister of Foreign Affairs 
Soubanh Srithirath, who had just returned 
from Phnom Penh after attending the 
latest Indochinese foreign ministers’ 
meeting, volunteered in an interview to 
give the group’s analysis of the current 
situation. “We have no new proposal [on 
Cambodia]," he said, “because all the 
proposals we have made remain valid. 
The ball is now in Asean's court." 

During their meeting in Phnom Penh, 
the three foreign ministers analysed the 
international situation and concluded that 
they are in so strong a position they need 
not make any new proposals on Cam- 
bodia. Soubanh enumerated five factors 
that made settlement of the Cambodia 
problem on Indochina's terms inevitable. 
"The reality has shown," he said, “that a 
military solution [through Chinese and 
Asean support for resistance groups] is 
impossible. They would have to accept 
dialogue." 

First of the favourable factors cited by 
Soubanh is the consolidation of the new 
regime in Cambodia and the “historic 
event" of an Indochinese summit. The 
years 1979-80, he said, were the most dif- 
ficult and complex in Cambodia. Those 
trials have been surmounted and with 
every passing year the administration of 
the People's Republic of Kampuchea has 
consolidated its control over the country. 
The Indochinese summit earlier this year 
has "put an end to thé enemy propaganda 
about an Indochina federation" by for- 
malising relations among the three coun- 
tries on the basis of independence and 
sovereignty. 

In the international field, Asean's fail- 
ure to get Prince Norodom Sihanouk, pre- 
sident of the anti-Vietnamese Demo- 
cratic Kampuchea coalition, admitted to 
the March summit of non-aligned nations 
in New Delhi and to obtain greater sup- 
port for the coalition government is seen 
as a significant development. Soubanh 
also pointed to what he called an “increas- 
ingly sharp division within Asean over 
Cambodia," as suggested by Asean’s re- 
jection of the Malaysian proposal for 
"five-plus-two" talks (Asean, Vietnam 
and Laos) and the Thai proposal for talks 
with Vietnam after a proposed 30-km. 
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withdrawal of Vietnamese troops from the 
Thai border. 

Indochinese ministers also drew satis- 
faction from the "growing contradiction" 
between Asean and China and within the 
tripartite Cambodian coalition. Accord- 
ing to Soubanh, the Indochinese leaders 
are confident of winning acceptance of 
their position. He predicted that “Asean 
will disintegrate politically on the Cambo- 
dian question" if it persists in its present 
course. 

Soubanh's unsolicited analysis of fac- 
tors behind the apparent confidence of In- 
dochinese nations was surprising in its 
candour and may well be intended to 
counter Asean's claim that time is on its 
side. But senior Asean diplomats in Hanoi 
concede privately that this may not be just 
propaganda. They feel that because of the 
inadequacy of military and economic pres- 
sure on Hanoi, unwavering Soviet support 


oubanh: ‘the ball is in Asean's court.’ 


and a succession of good harvests in Viet- 
nam, it can soldier on in Cambodia until 
the world tires of the conflict. 

Indeed, a top Vietnamese official is re- 
ported to have told an Asean ambassador 
recently that the Vietnamese withdrawal 
from Cambodia can come in two ways. 
Coinciding with measures taken by Thai- 
land to improve security along the border, 
Vietnam would withdraw the bulk of its 
troops. If this does not happen, the Viet- 
namese would continue their partial an- 
nual withdrawal and would complete it “in 
five to 10 years, when there will be nothing 
to negotiate." Asean diplomats believe 
Hanoi may actually have that time-frame 
in mind in view of other considerations, 
chiefly a re-alignment of Sino-Soviet rela- 
tions and the creation of a dependable 
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Whatever the 
mistaking the hardening of the In- 
dochinese position. Military sources in 
Thailand have recently claimed that a pro- 
Soviet communist party in Thailand, 
known as Pak Mai (New Party) and 
backed by Laos, has become active in the 
northeastern part. of the 
(REVIEW, Aug. 11). Responding to a 
question submitted in advance about the 
Lao attitude to this party, Soubanh chose 
his words carefully: “I would not like to 
comment on that. What I can say is that 
when Kriangsak Chomanan was [Thai- 
land's] prime minister we had signed an 
agreement by which Thailand promised 
not to support any group against Laos and 
we promised not to support the pro- 
Chinese Communist Party of Thailand 
(CPT). On our part we have driven out all 
the CPT members. None of the Thai na- 
tionals who came to Laos in the wake of 
the October 1976 coup [in Thailand] re- 
mains here. But the Thai Government is 
increasing its support for the reactionaries 
who come into Laos to attack us. This 
could be harmful for Thailand." 

In this, Soubanh clearly wants to give 
Bangkok a warning. Asked if Laos did not 
exclude the option of backing Thai com- 
munists, Soubanh said: "No comment." 
Unofficial sources in Bangkok said that a 
former professor of the National Institute 
of Development Administration in Thai- 
land and a former member of the CPT, 
Boonyen Worthong, and a handful of his 
associates are operating from Laos and 
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trying to set up cells in northeast Thailand. © 


However, no confirmation of Boonyen's 
activity was available in Vientiane. 

In contrast to the daily and strident criti- 
cism of China emanating from Hanoi, 
Soubanh's remarks on China were mild. 
Asked about his country's relations with 
Peking, he simply said: “China continues 
to support and train Lao reactionaries. It 
seems they also cooperate with Kuomin- 
tang remnants [in Burma] to engage in 
acts of sabotage against Laos. If true, this 
will show China's reactiogary character." 


hile Laos officially shares the Viet- 
namese view that China is not 
socialist — a world map in a Vientiane 
museum showing socialist countries has a 
yawning blank space between red-col- 
oured Indochina and North Korea — in 
practice the Chinese Embassy here deals 
with a department in the Foreign Ministry 
that is in charge of socialist countries. 
More surprisingly, Laos has allowed the 
Chinese Embassy to issue 4,000 passports 
to Chinese residents in Vientiane who still 
dominate the free market in the capital. A 
private Chinese school has also been al- 
lowed to operate. And Laos has made no 
serious attempt to bar the trade and other 
contacts between the minorities in north- 
ern Laos and Yunnan province of China. 
Asked the reasons behind the rather lib- 
eral Lao approach to the Chinese resi- 
dents (which may make the population of 


Chinese passport holders in Laos second” 


largest in the world after the United 
States) Soubanh said all foreigners can 


15 


ions, there is no. 


country | 







































friendship w 
do not want to be 








should understand that.” 
Socialism here is indeed exceptional in 





. Chinese, Vietnamese, Thai, Indian and 
| French — to carry on private business. 
- While Soubanh put the total number of 
ethnic Chinese residents in Laos at 18,000, 
he said he did not know the number of 
Vietnamese residents. Unofficial. esti- 
mates place the total of Vietnamese civi- 
lians holding Hanoi identity papers at 
around 15,000, and military personnel at 
40,000. A vast majority of the civilians 
have lived in Laos since the French colo- 
nial days, though a small number of rela- 


ommunist victory. Although from time 
o time the regime's opponents have made 
ccusations of large-scale Vietnamese re- 
settlement in Laos, foreign résidents 
travelling in various parts of the country 
have found no evidence of this so far. Re- 
cently, however, a number of Vietnamese 
traders from northeast Thailand are re- 
ported to have entered Vientiane and 
Savannakhet illegally, causing the au- 
























y Rodney Tasker | 
Bangkok: China is always jittery when it 
sees signs of flexibility in Asean's ap- 
proach to a settlement of the Cambodia 
problem. It is particularly worried when 
this flexibility appears to be initiated, or at 
least endorsed, by the Asean country with 
which it has theclosest ties, Thailand. So it 
was not difficult to see why a degree of 
oncern was written on Chinese Foreign 
Minister Wu Xueqian's face when he ar- 
rived in Bangkok recently for a three-day 
visit. 

A month before his visit, the five Asean 
foreign ministers had issued a com- 
munique following their annual meeting 
in Bangkok which ostensibly reflected a 
new measure of flexibility in Asean's ap- 
proach to Vietnam over its military occu- 
“pation of Cambodia (REVIEW, July 7). 
"The Five appeared to be distancing them- 
selves from their previous firm commit- 
ment to the resolutions of the 1981 Inter- 

onal Conference on Kampuchea 
C ) as the quit basis for a settlement i in 
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in- “the. ‘official fRewsagency, Kh 
Pathet Lao, is seen by observers as Indica- 
tive of certain problems. The report said 
that at a meeting on July 23 of more than 
1,000 Vietnamese residents in Vientiane a 
Lao leader urged the Vietnamese to coop- 
erate with the Lao people. Asked the 
reason for holding that meeting. Soubanh 
said it was on the occasion of the sixth an- 
niversary of the Laos-Vietnam treaty (on 
July 18). But why was there no such meet- 
ing on the occasion of the fifth anniver- 
sary? Soubanh's response: “Each fruit ri- 
pens in its own ume. 


e also had the same response when | 


Hu the reasons for not setting up an 
Indochinese commission for economic co- 
operation. According to East European 
diplomatic . sources, during the In- 
dochinese summit. here in February the 
Vietnamese pressed > for a joint In- 
dochinese commission to coordinate 
economic development. plans. But faced 
with Lao and Cambodian reluctance, they 
had to settle for separate economic coópe- 
ration committees in the three countries. 


üsual call for an imedia Vietadmese 


pull-out. At the same time, there was 
Asean endorsement of an offer made. by 
Thai Foreign Minister Siddhi Savetsila to 
go to Hanot if the Vietnamese pulled their 
Cambodian-Thai bor der troops back 30 
kms. : 

These developments ec neerned China. 
according to Asean sources, because by 
chinese standards they could be seen as 





an indication that the Five were deviating 


from the hard-line approach to Vietnam 
so important to Peking. China has always 
insisted on a total withdrawal of Vietnam- 
ese troops, or at least a firm commitment 
by Hanoi to do this, with no conditions at- 
tached, before there can be any improve- 
ment in Sino- Vietnamese relations. 

The Chinese are also nervous when they 
see Hanoi being offered a chance to drive 
a wedge between China and Asean, or to 
exploit differénces among the Five. Sid- 
dhi's 30-km. withdrawal proposal to the 
Vietnamese was reportedly seen by the 
Chinese in this context. But as it trans- 
pired during Wu's visit, China really had 


| little to worry about. Whatever its public 
|] proposals to Vietn 
: f f ipi ow 
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above all, ihe. ee of. "cadres in 
Indochinese countries, were so uneven 
that a joint commission was not practical. 
"] cannot tell you whether we will form a 
set-up like Asean or a. mini-Comecon. — 
not yet," he said. (Comecon i is the Soviet 
and East European economic grouping.) 
But Soubanh also said that specialised 
sub-committees may be formed for coope- 
ration in areas such. as. road and air trans- 
portation, transiting regulations, con- 
struction of irrigation. canals and for ex- 
change of experience in setting up agricul- 
tural cooperatives. Currently Vietnam 
permits Laos to maintain a warehouse at 
Danang port and a transit facility through 
Route 9. Bilateral Lao-Vietnamese 
economic cooperation. includes construc- 
tion of gypsum mining and limestone 
grinding projects in Laos, | 
While economic cooperation among In- 
dochinese countries is destined to remain 
limited for a long time, Laos appears un- 
able to accept cooperation with Asean in 
order not to weaken Indochinese solidar- 
ity on the Cambodia question. Asked why 
Laos had not responded to an aid offer 
from Asean, iim id ; Before start- 











| bodia in the foreseeable future are as dose 
to Chinese thinking asever. ^ 

Wu's desire to bolster Thai resolve in its 
m was evident in atough 
ed at a banquet given in 
Siddhi. “The stark reality 
shows that Vietnam w ot give up easily 
its interests and position which it has ac- 
quired in Kampuchea and its established 
policy of setting up the ‘Indochinese fed- 
eration,” carrying out expansion in South- 
east Asia and practising regional hege- 
monism,” the minister said. 

A warning by Wu to those who think the 
Vietnamese are now showing flexibility on 
the Cambodia issue was also clear in his 
speech. “The Vietnamese authorities are 
resorting more and more to political tricks 
such as a regional conference, partial 
troop withdrawal, peaceful dialogue, ete. 
| in an attempt to create confusion by 
exploiting people's desire for an early set- 
| tle nm of the Kampuchean question," he 
Sai 
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ne concern which the Chinese, the 

Thais and others in Asean share is that 
Australian Foreign Minister Bill Hayden's 
recent attempt to mediate between Asean 
and Vietnam can be exploited by Hanoi. 
Asean officials realise that Hayden has 
good intentions, but many feel that it is 
naive of Australia to think it can persuade 
Vietnam to start talking seriously about 
OIE its troðps. — 
- “Australia had better be careful — it 
may find itself becomi ing ensnared by the 
fit sh vuld: really now be 

“for 
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Asean,” 
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impossible to talk of economic coopera- 
tion. The Malaysians have offered to help 
us in rubber plantations. We are studying 
it, but it is not a priority.” 

Such reluctance to develop ties does not 
apply to Laos' relations with the US. In an 
attempt to seek US economic assistance 
and upgrade diplomatic relations, Laos 
has been cooperative about accounting for 
US pilots missing in action (MIA ). Repre- 
sentatives of the League of MIA Families 
were allowed late last year to visit crash 
sites in various parts of Laos and pick up 
identification tags and remains. In Feb- 
ruary a team from the US Joint Casualty 
Resolution Centre (JCRC) was received 
in Vientiane. But Laos is frustrated that 
these gestures have not been recipro- 
cated. “When I met Dan O'Donohue [the 
US deputy assistant secretary of state for 
East Asia and the Pacific] in New York in 
January," Soubanh said, “he told me that 
if we received a JCRC team visit, it would 


Hayden with Wu: a matter for concern. 


with no concrete proposals," a Thai offi- 
cial told the REVIEW. 

Hayden's visit to Peking was a leading 
topic of discussion between the Chinese 
and Thais during Wu's visit. One Chinese 
concern is that Hayden's visit to Hanoi in 
July, when Vietnamese Foreign Minister 
Nguyen Co Thach pounced on Hayden's 
mediation proposal and said that Austra- 
lia could play a *very important" part in 
the Asean-Vietnam equation, should not 
be exploited by Hanoi to try to split China 
and Asean. 

The Hayden trip gave Thach an oppor- 
tunity once again to say that the Cambo- 


dia issue was mainly one between Hanoi | 


and Peking, because of the so-called 
Chinese threat to Indochina. While some 
in Asean, such as Indonesian Foreign 
Minister Mochtar Kusumaatmadja, agree 
that an eventual solution to the Cambo- 
dia problem probably lies between Viet- 
nam and China, other Asean officials are 
concerned that the role of the Five should 
not be undermined by such talk. 

A similar Chinese concern was evident 
when Wu, in his banquet speech, said that 
recent Vietnamese efforts to portray its 
occupation of Cambodia as an issue be- 
tween China and Vietnam were "simply 
aimed at undermining the friendly rela- 
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» to lift the [US] embargo [on aid 
Laos]. We did just that, but nothing hap- 
pened. How many more gestures do we 
need to make? I feel we have done 
enough. The ball is now in the American 
court." 

He said that the US should build schools 
and hospitals in Lao villages that were 
bombed by them. Only then would it be 
possible to get the full cooperation of the 
villagers to look for the remains of missing 
servicemen. “I am not saying we will not 
do anything without US aid," Soubanh 
said. "We have humanitarian feelings 
about the families who lost their sons and 
husbands. But without US cooperation, 
we will soon be out of breath in our 
search." 

Soubanh also stressed that in order to 
get Lao cooperation on this question, 
Washington should stop individual adven- 
tures like the one by “Bo” Gritz, a former 
Green Beret who led a clandestine mis- 
sion into Laos in search of missing service- 
men. "If we ever capture an American — 
former Green Beret or marine or what- 
ever," he warned, 
"we will not talk of 
MIAs any more. 
The US has to de- 
cide which course 
it would like to 
take," 


tions between 
China and Asean 
and diverting 
people's ^ atten- 


ly, there was no 


visit of Siddhi act- 
ing as a mediator 
between China 
and Vietnam, an offer which he was re- 
ported to have made in the context of 
Thach's claim that Cambodia was a matter 
between the two countries. According to 
Asean sources, this offer, whether seri- 
ously intended or not, has been quietly 
dropped. 

Wu clearly wanted to use his visit to 
show that there was no split between 
China and Thailand over Indochina, and 
diplomatic sources generally agree he suc- 
ceeded. At a banquet held for him by 600 
local businessmen, mostly of ethnic 
Chinese origin, he even urged Chinese- 
Thais to help improve relations between 
the two countries. 

The day after Wu's departure from 
Bangkok, the Vietnamese party news- 
paper Nhan Dan accused Peking of using 
20 million ethnic Chinese residents of 
Southeast Asia as a fifth column for its 
own designs in the region. It claimed many 
politicians in Asean realised that the 
threat to the region came from China, not 
Vietnam. 

Whatever the Bangkok-Peking identity 
of views on adopting a hard, cynical ap- 
proach to Vietnam, Thai officials try to 
dispel any impression that the Chinese 
hold substantial sway among Bangkok's 


policymakers. 


talk during Wu's, 
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Life among - 
the ruins 


Colombo lays plans to rebuild — 
amid continuing concern 
about a takeover plot 


By Manik de Silva $ 


Colombo: As Sri Lanka fights to heal the 

wounds of the week-long ethnic conflict - 
that has shattered the Tamil community ` 
here and in other towns in the predomin- - 
antly Sinhalese south of the country, Pre- ~ 
sident Junius Jayewardene has accused an. — 
unspecified local political group, backed - 
by anti-government sections of the armed ` 
forces, of seeking to take over the country - 
by creating a climate of disruption. Even 

as such concerns linger, however, the ~ 
mood of the country is one of relief at hav- 
ing endured a difficult moment in its brief ^ 
history. 
Hours before the country's. 168- - 
member legislature voted 150-0 to ban ` 
separatist activity, Jayewardene repeated 
to government MPs the scenario for a 

coup first revealed in government intelli- 
gence reports (REVIEW, Aug. 11). “The ~ 
plan was to cause as the first stage com- — 
munal violence between the SirihalescAnd a 
Tamils. In the second stage it was to be 
converted to a clash between ARR n 
Sinhalese and the Muslims and in the third 


stage to create a conflict between Bud- 
dhists and Christians," said Jayewardene. ` 
Some 13% of the nation's I5: million. 
people are Sri Lankan Tamils, who have _ 
historically enjoyed an economically ad- — 
vantageous position in Sri Lankan society. 
About three-quarters of the population — 
are Sinhalese, and an additional 7% are — - 
Muslim. “At the third stage," Jayewar- 
dene added, “it was expected that there — 
would be so much confusion that the ad- 
ministration would break down. To com-  - 
plete the ultimate confusion and chaos, it. — 
was expected that food shortages would - 
lead to food riots and the mass of the 
people would turn against the administra- 
tion." The president asserted that a take- — 
over would then have been mounted, jus- 
tified as an attempt to re-establish order. _ 
The official death toll is now at a mini- | 
mum of 315 and the number of homeless — 
in Colombo alone at the peak, of the vio- 
lence was estimated at 90,000 by a senior | 
official. Finance Minister Ronnie de Mel 
has offered a preliminary estimate of Rs2 | 
billion (US$81.6 million) worth of indus- — 
trial damage while acknowledging that it 
could run higher than that. The Colombo 
government is thus confronted with seri- 
ous problems even though the violence 
has been stemmed and the security situa- 
tion has been restored to normal. 
But if there has been a political plot, as 
the government has claimed, with a hid- 
den hand from abroad pulling the strings, 
the danger cannot be over. The leaders of 


: 17 


the radical Janatha Vimukthi Peramuna 
(People's Liberation Front) and the Nava 
Sama Samaja Party (New Socialist Party), 
against whom detention warrants were or- 
dered last week, are still underground, 
though all wanted leaders of the pro-Mos- 
cow Communist Party of Sri Lanka are in 
custody. The fear now within the govern- 
ment and the establishment is that what 
happened to the Tamils in the final week 
of July could easily spread if a radical poli- 
tical objective is sought. Violence against 
the Tamil community was touched off by 
the July 23 killings of 13 government sol- 
diers by Tamil separatist guerillas in the 
country's Tamil-dominated Northern Pro- 
vince. 

Jayewardene and his ruling United Na- 
tional Party believe that Sinhalese anger 
against Tamil separatists, who have made 
policemen and soldiers their principal 
targets, will be appeased by the August 
5 constitutional amendment banning 
separatist activity. The Tamil United Lib- 
eration Front (TULF), which will now 
have to change its separatist objectives if it 


-—-— — —— 


tives other than dividing the country. We 
are prepared to talk with everybody." 

With the immediate danger over, the 
government is now looking for aid donors 
to help rebuild the nation. The finance 
minister met the ambassadors of the Sri 
Lanka aid group countries in Colombo on 
August 8 and stressed the immediate need 
to help victims of the violence as well as 
the need for resources to underwrite the 
medium and long-term recovery of the 
country and the restoration of confidence 
in Sri Lanka. 

The Jayewardene government recog- 
nises that this will be a prolonged and dif- 
ficult process. The Tamils must be assured 
that an ugly chapter in the nation's history 
is forever closed. But expatriate Tamil 
separatists, who had run an effective prop- 
aganda campaign against the Jayewar- 
dene government, cannot be expected to 
remain silent: much salt will be rubbed 
into the wounds recently inflicted. 

A property and industries rehabilitation 
authority has already been set up under 
emergency legislation to allow the govern- 
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Refugee ship arrives off Jaffna: an ugly chapter in the nation's history. 


wishes to remain a political party, kept 
away from parliament when the constitu- 
tional amendment was debated. The party 
sought a postponement of the discussion, 
arguing that conditions in Colombo did 
not make it possible for the party's 16 MPs 
to attend. The government offered 
facilities for their safe arrival in Colombo, 
but these were not accepted. 


T: TULF can boycott parliament for a 
three-month period without risking its 
seats. That is considered time enough to 
manoeuvre, especially as senior govern- 
ment spokesmen stress that the door is 
open for a dialogue and that an amnesty 
for separatist guerillas may be declared. 
The TULF has not been banned along 
with the three leftist groups. 

"We are not excluding a dialogue," said 
Trade and Shipping Minister Lalith 
Athulathmudali. “We are not even 
excluding an amnesty for the terrorists if 
they lay down their arms . . . We are not 
asking the Tamils to forget any of their 
grievances or give up any of their objec- 
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ment to reconstruct  riot-damaged 
facilities. The agency will report to 
Jayewardene and will function much like 
the authority the British set up in 1945 to 
repair war damage. "Reviving industry, 
increasing industrial activity and provid- 
ing employment to those who have lost 
their jobs will be among its objectives," a 
government spokesman said. Legislation 
will be proposed shortly to allow the au- 
thority to continue functioning once the 
emergency period is over. 

Emergency regulations have also been 
used to double the number of high courts 
to 32 to dispose of riot-related cases. The 
high courts will hear these cases without 
juries, and both the Supreme Court and 
the Appeals Court have been required to 
dispose of appeals against high court find- 
ings within eight weeks. Those convicted 
will not have their sentences stayed pend- 
ing the conclusion of their appeals unless 
they face the death sentence. 

According to the Finance Ministry's 
tentative estimates, about 100 industrial 
facilities, including 30 garment factories 


employing 13,000, have been affected. 
Other preliminary figures indicate that 
18,000 homes have been damaged or de- 
stroyed, leaving 100,000 people without 
shelter. Immediate needs include US$5.5 
million worth of clothing and US$500,000 
worth of linen and basic food supplies. 
Government officials believed that by Au- 
gust 12 the number of refugees in Colom- 
bo would be reduced to around 10,000. 


A' ose the cost of rebuilding houses 
has not yet been estimated, de Mel 
said requirements are expected to include 
100,000 tonnes of cement, 9 million sq. ft 
of roofing sheet and 1.5 million cu. ft of 
timber. Prime Minister Ranasinghe Pre- 
madasa, who has been running the gov- 
ernment's housing. and urban develop- 
ment projects, hopes that modern com- 
munities will rise out of the debris in the 
riot-hit areas of Colombo and the suburbs, 
and planning work has been ordered as an 
urgent priority. "The objective is to en- 
sure a better and brighter environment 
than before for the damaged areas," said a 
spokesman for Premadasa's Ministry of 
Local Government, Housing and Con- 
struction. 

On August 9, Jayewardene sent his 
younger brother, Harry, a leading lawyer 
with extensive experience in international 
negotiations, to New Delhi to smooth re- 
lations with India. Colombo has already 
won a pledge from Prime Minister Indira 
Gandhi that there will be no intervention 
in Sri Lanka's domestic affairs despite 
pressure applied by Tamil Nadu, the South 
Indian state that shares a common ethnic, 
religious and cultural heritage with Sri 
Lankan Tamils. 

Influential sources in the Jayewardene 
government believe that the Tamils living 
outside the Jaffna district should now 
openly denounce the violent tactics of the 
separatist guerillas and take a public stand 
on what they have long believed privately: 
that Sri Lanka is too small for division and 
the interests of all people of this multi- 
racial, multi-religious country demand a 
unitary state. Many educated Tamils out- 
side Jaffna have long feared retaliation by 
separatists if such views were expressed. 
But as Athulathmudali said: “They found 
another kind of terrorist outside their 
doors." 

Jayewardene must also contain 
Sinhalese extremism in his own ranks. 
Senior members of government freely 
admit that a substantial advantage during 
the recent troubles was the presence in the 
cabinet of Savumyamoorthy Thondaman, 
the leader of the Ceylon Workers Con- 
gress (CWC), whose membership in- 
cludes a majority of the country's planta- 
tion workers of Indian Tamil origin. 

Thondaman, who has condemned the 
"savage violence," is striving to retain his 
own credibility among his people and to 
continue cooperating with a government 
from which he has obtained substantial 
concessions for the members of his union. 
But it is an open secret that the CWC 
leader is unhappy about some of the state- 
ments made in parliament recently by 
Sinhalese extremists. 
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An important word from IBM. 


You may think IBM makes only big computers. The range 
of products pictured here should change your mind. 


But more important, it’s likely that one of them is a perfect 
fit for you and the work you have to do. 

IBMS small computers bring problem-solving power to the 
people who need it most. Small businesses yp 
can use them to prosper today and plan $ | u- 
for tomorrow. Large companies can 


use them to help a key person 
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or department become more productive. Professional people 
can use them to make the most of their own special skills. 

IBM small computers are easy to use and their price tags 
make them easy to buy. Best of all, even our smallest computers 
give you our biggest benefits: IBM experience and reliability. 

So, when you begin sizing up small computers, think 
of IBM. Obviously, we've thought a lot about you. 






FLY MALAYSIAN. 
YOULL LOVE THE FEELING. 


Our inflight crew will look after you as all IE 
Malaysians do. Specially. Personally. With a Tad 
smile. Nothing is too much trouble. It's part of Mig 


a gentle Malaysian charm that comes naturally. ar. 


SOFT MALAYSIAN SMILES #7 
THAT SAY WE CARE. 3 
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Newly-dyed handprinted Malaysian batik hanging out to dry. 


+) MAS WELL TREAT YOU LIKE GOLD 


malaysian airline system 
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| ~ Case Study i in Third 

William Constandse 
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ese weighty, if | 
in 44 skimpy 
Cis made up of 
donesia - — on 
igion, the na- 
we and marriage. 
these matters is 
ulging in 2 
ions: “Sex — 

as tightly linked to 
ided love: sex to an 
. Oriental male is simply an act of pleasant 
entertainment, like having a good din- 
ner." After the usual, if uninformative, 
description of what goes on in night- 
clubs, massage parlours and hotel lob- 
bies (apparently the Hotel Horizon has 
acquired the nickname “Hotel Horizon- 
tal," for obvious reasons), expatriates 
are advised on how to acquire more reg- 
ular mistresses — or “njai.” 

These girls (who are "very clever in 
building up the ego of their lovers, 
knowing well how vain men are") are 
"invariably" from poor families and are 
given gifts of jewels and expensive 
clothes in return for their favours. But, 
warns the author, that is only the begin- | 
ning: "The expatriate lover will soon 
‘find out that the family of his adorable 
girlfriend is also destitute and always in 
need of loans which will never get re- 
paid.” 
e WORSEi is to come, at least in the au- 
thor's eyes: "Some expatriates even get 
talked into marrying their Indonesian | 
girls.” 
apparently take this step on the assump- 
tion that the marriage will only last as | 
long as they stay in Indonesia: "They fig- 
ure they can leave their Indonesian wife 
behind without any further obligations." 
This will come as news to many. 

But Constandse ploughs on, pointing 
out that the girl will have insisted on a 
Muslim wedding ceremony: “There will 
always be an uncle of the girl who will 
prompt the gullible expatriate to say the 
. right words at the right time during the | 
| marriage rite. What the innocent abroad | 
| does not realise is that property sequied 






































































All of them, without exception, | 
| 


the country, he suddenly may discover 
that he cannot obtain an exit permit . .. 
because the girl — and her family — 


.] claims half of all the husband's income | 
| during his assignment in Indonesia." 


Apparently the author expects his read- 
ers to be shocked by such behaviour. 

He continues: “Even if the expatriate is 
smart enough to withstand the pressures 
to marry his girlfriend, he is still ex- 
pected to buy her expensive jewellery | 


and fancy clothes, support her ever- 
growing family and settle the whole af- 


fair at the end by buying her the equiva- 
lent of a motorcycle." The book's vul- 


garity is evident from its advice to those 


who have been seen with a girl by In- 


donesian friends who, it alleges, will al- | 


ways assume that sex has taken place. 


When asked how she performed, there- | 
"to prevent any unnecessary gos- | 
sip," the expatriate is told to grin, put up | 


fore, 


his thumb as a gesture of excellence and 
say: "Better than my wife." 

e THE tone and quality of the book is 
indeed evident from the very first para- 
graph which reads, incredibly: "There is 
only one good reason for any foreigner 
to live and work in Jakarta: to make 
more money. If his move to Indonesia 
does not allow him to build a substantial 
nest egg, it is not worth it to be employed 
in this hot (80-90°F) and humid (80-90% ) 
country, The advantages simply don't 
outweigh the disadvantages." | 


The book's final chapter criticises the | 


censoring of newspapers and magazines 
by the Indonesian authorities. It is the 
only chapter with which I agree. Con- 
standse sent us the book for review, with 


the information that it had been banned 


in Indonesia. I am not surprised. For the 
first (and probably the last) time, I find I 
have a certain sympathy for Jakarta's 
merry band of censors who splash the 
black ink about so freely — probably 
over this column! 

e IN March, new Indonesian Vice-Pre- 
sident Umar Wirahadikusumah got a lit- 
tle tied up when trying to explain to offi- 
cials of the State Audit Board that audit- 
ing, controls and supervision were not 
designed only to rake up errors but to es- 
tablish ways of improving administra- 
tion. That at least is what he meant to | 
say. But, according to the Indonesian 
Observer, it didn't come out like that. 
The story began: 


Supervision aims at 
blocking errors from 


deteriorating: Umar 


Jakarta, March 25 (Antara):- Vice Pre- 
sident Umar Wirahadikusumah 
monished here Thursday that frankness 


| ng such a marr ge is held jointly by | 
| husband and wife under Indonesian law. | 
So when the expatriate is ready to leave: | | 
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| block dim fiom 
tively. 


It was hardly sur] 
reported to have 
plaintively: “Even 
ing the superviso 
e OFTEN, 
the Indonesia 
vitality all its OW 









































i July 19, wri ter 
sense of drama : 






















someone openi 
house. One of. 
her son's name, 
into her son's b 
him what was hap 

Reluctanth 
mammy “E : 
appointment with nyl 
night like this," 

Curious, he took a 
from a peep hole. The stra 
tion of his "guests" a 
suspicion. "1 don't recegnize à ( 
one of them", Wanto told hi: 
mummy. 50 the two turned off the 
light and waited what would hap: 
pen next. — eo 

Suddenly, 2 police patrol came 
approaching and stopped beside 
the parking Toyota Corolla B-621 
A and held the driver for. ques 
tions. Since the other felons. were 
still in the yard knew that his 
friend, the driver, was in trouble. 
the two made a thousand steps and 
ran away. However, the police 
| warning shots forced them to stop. 
| For further investigation oth 
| police detained the three. (As) 
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The Chinese say that a journ 
1,000 miles starts with a single r 
parently i in Indonesia a jo rney ‘of a 
yards starts with 1,000 steps... c 
e UP in Bandung, Robert Engelba di 
photographed a sign outside the dinin 
room of the Panghegar Hotel. Bein 
a business trip he was not. sure. 
he qualified as a “greater” or as a “cor. 
porate”. person — but it didn’t. really 
matter because if the food had alrea 
been served, he was too late for it 4 any 
way: 
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An expected promotion for a powerful general 
fuels speculation over his ultimate ambition 


By John McBeth 
ok: Thailand's annual reshuffle of 
senior military officers is still more than a 
month away, but. it already appears that 
the army's commander-in-chief, Gen. Ar- 
thit Kamlang-ek, will be appointed to the 
concurrent position of supreme comman- 
der left vacant by the impending retire- 
ment of, counter-insurgency architect 
Gen. Saiyud ,Kerdphol. He will then be 
the first army.supremo to wear both hats 
Since Field-Marshal Thanom Kittikachorn 
two decades ago; .. 
Although nominally the most senior of- 
ficer in the; Thai armed forces, the sup- 


— «reme commander has never, by tradition, 


become. involved in.the inner workings of 
the three services and essentially has only 
ceremonial. duties. Saiyud, however, did 
probably more than any of the previous in- 
cumbents to give the job a practical mean- 
ing — something. that. did not always 
please Arthit during his first year in the 
army driving seat. 

_ Apart from efforts to standardise equip- 
ment, Saiyud's primary goal — particu- 


R^ Any with Thailand's security concerns 


ting . from. internal communist in- 
surgency to,a conventional external threat 
along the «eastern border — was to en- 
hance coordination among the armed 
forces by re-directing the Supreme Com- 
mand back to its original intended func- 
tion, which was to operate in a manner 
similar to the United States joint chiefs of 
staff. | 


L . He set t rocess in motion last Sep- 
p | p 


tember when 


rime Minister and Defence 


— Minister Prem Tinsulanond approved a 


proposal that the commanders-in-chief of 
the army, navy and air force be automati- 


— — «ally made deputy supreme commanders. 





Inherent in the new system was the stipu- 
lation thatthe most senior of the three de- 
puties would assume the post of supreme 
commander, At the time it became effec- 
tive on October 1 last year, air force com- 
mander Air Chief-Marshal Taklaew Susil- 
vorn was. the natural heir-apparent to 
Saiyud, but his death from a heart attack 
in a Penang hotel,in March, and the man- 
datory retirement of his navy counterpart, 
Adm. Somboon Chuerpibul, left the field 
open for Arthit. TA 
. Surprisingly, the implications of Tak- 
laew's untimely demise did not receive 
any real attention until July 21, when the 
deputy director of the Supreme Com- 
mand's jnformation office, Maj.-Gen. 
Sampao Sikacha,! pointed. out that under 
the new regulations the army commander 
was the sele candidate for the dual post. 
Sampao cautioned newspapers not to 
speculate about she forthcoming reshuf- 
fle, but former premier and supreme com- 
mander Kriangsak Chomanan and a suc- 


24 


cession of senior serving officers fuelled 
an inevitable debate. Somboon started the 
ball rolling by openly questioning whether 
one man could efficiently hold down two 
posts. Then Kriangsak — leader of the 
National Democracy Party in the govern- 
ment coalition — joined in. “I have always 
opposed this [new] system,” he declared. 
“I used to hold only one post [as supreme 
commander] and the responsibility was 
more than enough for one person." 

Arthit remained silent on the issue, but 
it took only hours for his supporters to hit 
back. The Bangkok-based Ist Division 
commander, Maj.-Gen.  Pichit Kul- 
lavanich, who caused considerable con- 
sternation by threatening to hold “exer- 
cises" during a constitutional controversy 
earlier this year (REVIEW, Feb. 24), said 
he believed Arthit was quite capable of 
holding two posts at the same time. 

He pointed out that Thai businessmen 
had proved that they could work success- 
fully in several positions, and therefore it 
was incorrect to maintain that an army 
commander could not hold down the post 
of supreme commander as well. Widely 
tipped as a future army boss, the 51-vear- 
old. general had no previous career ties 
with Arthit before coming to Bangkok in 
the wake of the abortive 1981 coup, 
though both officers share the same loyal- 
ties and are assumed to have developed at 
least a close working relationship. 





p backing for the twin posting also 
came from. Ist Army Region com- 
mander Lieut-Gen. Pat Urailert and his 
chief of staff, Maj.-Gen. Wanchai Ruang- 
trakul. Wanchai is generally regarded as 
one of Arthit's closest advisers on both 
military and civilian affairs. 

Assistant army chief of staff Lieut-Gen. 





army's key strategist, appeared to set the 
seal on the debate on August 4 when he 
said firmly that Arthit would definitely as- 
sume both positions. And with the army 
commander flying off for his first official 
visit to the US a week later — his second 
trip abroad in a little more than a month — 
the situation indeed had become all but a 
fait accompli. 

Arthit, in fact, will be wearing a. lot 
more than two hats if he takes over as ex- 
pected at the Supreme Command. Now 
nearing the end of his first year as army 
commander, he is also chief of the so- 
called Bangkok Peacekeeping Force 
(BPF), the director of the Internal Sec- 
urity Operations. Command, and chair- 
man of the Telephone Organisation of 
Thailand, a state enterprise whose ser- 
vices unfortunately are out of step with 
what he might feel are the accepted norms 
of military efficiency. 

All this is looked on in many quarters as 
evidence of the 57-year-old general's un- 
quenchable thirst. for power and that it 
may be only a matter of time — despite 
what he says to the contrary — before he 
homes in on the premiership. The irony is, 
however, that with the sort of clout he has 
at his disposal, Arthit may be uniquely 
equipped to turn the Supreme Command 
into the sort of coordinating centre Saiyud 
envisages instead of allowing it to languish 
as the separate service it seems to have be- 
come. 

As it is now, the new arrangement has 
been only marginally beneficial, in large 
part because of the cool relations between 
Arthit and Saiyud. The army commander 
has attended few of the Supreme Com- 
mand meetings, preferring instead to send 
chief of staff Gen. Pramote Thavornchan, 
who retires at the end of next month. 

The two generals also appear at few 
functions together, and observers have 
noted that when Saiyud flew south re- 
cently to observe the finale of the joint 
Thai-US Cobra Gold 1983 exercise, Ar- 
thit chose the same day to stage war games 
of his own near the Thai-Cambodian bor- 
der, Both operations got equal play in the 
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Thai press, despite the fact that Cobra - 
Gold 1983 was the biggest exercise ever 
held between Thai and US naval and 
marine units. 

In terms of real power, the Supreme 
Command has little to offer Arthit, but 
the latest development is still interesting 
when viewed against the build-up of com- 
peting power centres in the army over the 
past two or three years. 

Unlike the pre-1973 era, the 2nd (north- 
east), 3rd (north) and 4th (south) regional 
armies now enjoy the same supply and 
equipment priorities as the once all-pow- 
erful, Bangkok-based Ist Army. The ini- 
tial decision to strengthen the up-country 
units was first made by Prem in 1979 when 
he was army commander, but analysts feel 
it was the 1981 April Fool's Day coup at- 
tempt that finally gave validity to the idea 
that new and diverse power centres would 
have to be created as a partial means of 
preventing future revolts. 


ith Arthit moving from the northeast 

to take over the 1st Army Region, 
the immediate post-coup period was 
marked by the creation of the BPF under 
his effective command. The BPF was 
clearly designed as a coup deterrent, but 
officially its principal mission is to combat 
urban and international terrorism. 

Several quick-reaction units were sub- 
sequently established, among them the 
Norasing Rapid Deployment Force — a 
mechanised company equipped with ar- 
moured cars, personnel carriers and Jeeps 
fitted with machine guns — and the Ist 
Long Range Reconnaissance Patrol com- 
pany of the Ist Infantry Division. On top 
of that, the Ist Division set up a special 
anti-terrorist information centre. Another 
intriguing initiative was the formation of 
the so-called 123 joint military-police 
force to enhance law enforcement in the 
Thai capital. 

Apart from placing more emphasis on 
his regional forces, analysts note that 
Prem created a precedent during his term 
as army commander by activating a new 
armoured unit — the 2nd Cavalry Divi- 
sion — and placing it under his direct con- 
trol. Similarly, the anti-aircraft division 
also became part of his domain when a 
new battalion was formed. 

Apparently taking a leaf out of Prem's 
book, Arthit has now moved to establish 
yet another power centre which some ob- 
servers believe may come to equal or sur- 
pass that of the BPF and which will un- 
doubtedly broaden his base of support. 
The first step was the formation in Oc- 
tober 1982 of the Ist Special Forces Divi- 
sion with three regiments based at the 
Lopburi special warfare centre, north of 
Bangkok, and a fourth in Phitsanuloke. In 
May this year, orders were issued for the 
activation of a second Special Forces Divi- 
sion, to be headquartered in Kan- 
chanaburi, northwest of Bangkok. 

Analysts see the large-scale develop- 
ment of the special forces as not only 
widening Arthit's personal following and 
therefore his power base, but also fashion- 
ing a counter-weight to the powerful BPF 
should the need ever arise. 
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By Ian Buruma 


Tokyo: Cinema audiences in Japan have 
dwindled dramatically in the past 20 years. 
But since early June Japanese have 
flocked to see a long documentary film en- 
titled Tokyo Saiban (Tokyo Trial) about 
the 1946-48 Tokyo war-crimes hearing in 
which 25 Japanese wartime leaders were 
punished as war criminals. 

About half the more than four hours’ 
footage is of the trial itself. The rest of the 
film is culled from old newsreels of such 
events as the wedding of Princess 
Elizabeth, now Britain's queen, and Ger- 
man troops invading Poland. It is not an 
entertaining spectacle, and it is ostensibly 


about Japanese war crimes — hardly a | 


prescription for commercial success in 
Japan. Why, then, this enormous in- 
terest? 

In the first place, anything to do with 


Kobayashi: preaching non-violence. 





the Japanese role in the war is bound to be 
controversial, and controversy breeds 
curiosity. But there is more to it than that. 
In the guise of presenting history, it anaes- 
thetises any lingering Japanese feelings of 
guilt for what happened during the war. It 
starts with a shot of the 1945 Potsdam 
Conference. This is immediately followed 
by a newsreel of Hiroshima devastated by 
the atom bomb. The last shot of the film ts 
the famous still photograph of a naked 
Vietnamese girl running for her life during 
a napalm attack in the Indochina war. 
None of the men on trial in Tokyo was 
personally responsible for these events. 
Nor had they anything to do with the piles 
of emaciated corpses pushed into a pit in 
the Nazis’ Bergen-Belsen concentration 
camp. Yet this too is shown in great detail. 
It is arguable that they were indirectly re- 
sponsible for the infamous Bataan death 
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march in the Philippines, of which there is 
one innocuous image, and the Nanjing 
massacre, which is shown in passi 


Chinese film-clip of dubious authenticity. — 
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Guilty or not guilty? 
A film about the Tokyo war-crimes trial depicts 
the defendants as victims — not as criminals 
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The Nanjing episode, incidentally, has | $ 


been pounced upon by several Japanese (^ 


commentators, one of whom, Masaki 
Tanaka, has just written a book denying 


that such an event ever took place. In the gr, 


latest issue of Shokun, a serious monthly 


magazine, he calls it a piece of Chinese — 


propaganda, which ought to be dispe | 
once and for all. 


What were Gen. Hideki Tojo and his | 
co-defendants actually responsible for? - 


What, for that matter, were the Japanese — 


in general responsible for? Do they have 
anything to answer for at all? These are 
important questions which have never 
been resolved in Japan. 

Masaki Kobayashi, the maker of 
Tokyo Trial, should have been just 
the sort of person to come to grip 
with this. He has not been afraid to 
depict Japanese war-time bru 
in his previous films, he was a 
dier in the Imperial Army himself 


to deal with any of the above ques- 


the REVIEW: "At the time of the 
trial, the Japanese were struggling 
too hard for survival to be in- 


the truth." 
he “truth,” 
kind. Jews in Belsen, Chinese in 


all victims of the same syndrome: 


“the evil in men's hearts," as Kobayashi — 


says. The only hope, he says, lies in 
worldwide disarmament and Gandhian 
non-violence. 
Kobayashi's blanket message of 

makes any rational analysis of history al- 
most impossible. One can interpret the 


film any way one likes. Rightwing | 


nationalists think it blames Japanese for 


deeds they were not guilty of. Liberals see — 


it as an attempt to whitewash Japanese 
war crimes. 

Actually it does neither. It is yet 
another example of Japanese unwilling- 
ness to look their own history in the face. 
Of course Americans, Russians, Chinese, 
or anybody else, are just as prone to brut- 


ality. But that should not be the point ofa . 


film about the Japanese war-crimes trial, 
for it does not explain in any way how the 
Japanese war crimes came about. An- 


and has severely criticised the old — 
Japanese army system. Yet he fails 


tions — even though he says thathe _ 


made the. film “to acquaint the Ja- — 
panese with their history." He told 


in Kobayashis 
view, is the brutality of man- — - 


Nanjing, Japanese in Hiroshima are - d 


The problem is that © 





terested. Now I want to show them . 
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Tojo on trial; the war-crimes courtroom: criminal or splendid soldier? 


other reason for thé film's popularity is 
the slant that the director has put on his- 
tory by his selection of images. The 
impression that relatively uninformed 
people — that means many, if not most, 
young Japanese — get from the film is that 
the Japanese were victims of the war. 

Take the depiction of the atom bombs 
and their effects, for example. The use of 
the bombs ranks in most Japanese minds 
as the worst atrocity committed by man- 
kind. Not only does the film virtually start 
with Hiroshima, but the charred corpses 
in Hiroshima and Nagasaki are shown 
again, immediately after the fleeting im- 
ages of Japanese soldiers running amok in 
Nanjing. One gets the uncomfortable im- 
pression that the nuclear tragedy is used as 
an alibi, or at least a cushion, for shocked 
Japanese feelings. The director explains 
this curious piece of editing by saying that 
it shows how the “Americans dirtied their 
hands as much as the Japanese." 

To press this message home we are also 
shown the effects of incendiary bombs 
dropped on Tokyo from B29s. That the 
Soviets “dirtied their hands" too is de- 
monstrated by the images of horrors suf- 
fered by Japanese prisoners of war in Sibe- 
rian camps. Curiously, though, Japanese 
camps are never shown at all. 

Finally we come to the *victims" of the 
Tokyo trial itself. Unlike the Nazi leaders, 
the men who led Japan before and during 
the war were shadowy figures without 
flamboyance or charisma. Most young Ja- 
panese hardly know their names. Left- 
leaning teachers lump this group of dip- 
lomats, politicians, and soldiers together 
as "the bad militarists who led the people 
astray." The only personality whose name 
still rings a bell is Tojo himself. His image, 
especially among the older generation, is 
not that of a monstrous dictator, but of a 
rippa no gunjin, a splendid soldier. 

In Tokyo Trial, for the first time, these 
"bad militarists" come alive as people. 
This in itself invites curiosity. Not only do 
they come alive, but they come off rather 
well, in many ways fitting the image of the 
traditional Japanese hero: they are sincere 
men dying for their cause. Tojo's final 
bow to the judges who sentenced him to 











death is almost kabuki-like in its stoic dig- 
nity. He is indeed a rippa no gunjin. 

This does not mean that Kobayashi or 
his audience think that Tojo was right. But 
that is not the point. For many Japanese 
the justness of a cause is less important 
than the sincerity with which its support- 
ers are prepared to sacrifice themselves. 

Kobayashi, in his editing of the mate- 
rial, has consciously stressed the personal 
traits of the “actors” in this drama. This is 
often entertaining, sometimes illuminat- 
ing (the serious antipathy between the 
civilian politicians and the military men is 
patently obvious), but nevertheless mis- 
leading. The image of stoicism and quiet 
dignity of the defendants is shown in direct 
contrast to the blustering manner of the 
prosecutor, Joseph B. Keenan, his florid 
face puffed up with righteous indignation. 
sir William Webb, the Australian presi- 
dent of the tribunal, is either asleep or tap- 
ping his fingers impatiently whenever the 
defence lawyers present their case. This 
makes him seem more prejudiced than he 
really was — in fact he had strong doubts 
about the case, which is not pointed out in 
the commentary. 

In a legalistic sense, the defendants of 
the Tokyo trial quite probably were vic- 
tims. All the judges were from the victori- 
ous nations. One was a survivor of the Ba- 
taan death march. In the words of United 
States Sen. Robert Taft in 1946: “The trial 
of the vanquished by the victors cannot be 
impartial no matter how hedged about 
with the forms of justice." 


he trial was considered to be the 

Tokyo version of Nuremburg, which 
could not but work against the defen- 
dants. Tojo was not Hitler. The Japanese 
never planned the genocide of an entire 
race. The "conspiracy to wage an aggres- 
sive war," of which the defendants were 
accused, made little legal or historical 
sense: there were many changes of gov- 
ernment before and during the war and 
there was continuous dissent within the 
governments themselves. 

The selection of the men brought to trial 
was also highly dubious, and the extreme 
nature of their sentences was clearly un- 
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fair in the case of some. Koki Hirota, who 
had been foreign minister during the Nan- 
jing massacre, was sentenced to death by a 
vote of six to five; three judges found him 
innocent of all crimes. 

The Indian judge, Radhabinod Pal, 
who was quoted extensively throughout 
the film, found all accused innocent on all 
counts. According to his judgment ne con- 
spiracy had been proved; rules of evidence 
had been slanted in favour of the prosecu- 
tion; aggressive war was not a crime in in- 
ternational law. Pal happened to be the 
only judge on the tribunal with experience 
in international law. 

What the Allied powers had done was 
stage a ritual — a ritual, moreover, played 
according to rules which most Japanese 
did not understand. It appears that the de- 
fendants were astonished to see American 
lawyers defending them so vigorously. 

Keenan, in his book Crimes Against In- 
ternational Law, exposed the true nature 
of the trial by saying that the convictions 
were only "passing, ephemeral, transit- 
ory.” The “grander and wider aim of the 
trial” was to “advance the cause of peace 
and right notions of international law." 
The Allies, especially the Americans (the 
British had strong doubts about the trial 
and some advocated summary execution), 
had set themselves up as moral teachers. It 
was a pedestal from which, sooner or 
later, they were bound to fall. 

It also let the Japanese off the hook. 
Not only did it make scapegoats of the 
"bad militarists,” but it also laid the moral 
teachers wide open to what Kobayashi has 
essentially done in his film: judge the 
judges rather thàn the defendants. This is 
why the film opens with Hiroshima and 
ends with the picture of the Vietnam War. 

The message, seen in this light, be- 
comes very clear: Japanese people were 
sacrificed to the atom bomb; their leaders 
were sacrificed in a ritual show-trial. All 
this for the sake of peace. Japan is now a 
nation of peace, but the rest of the world, 
especially the US, has failed to follow suit. 
This is precisely what most Japanese, 
Left, Right and centre, like to hear — 
even if it drags on for four hours and 37 
minutes. g 
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Canberra: 
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AUSTRALIA/POLITICS 


The Bob and Bill stow 





Despite their differences, Prime Minister Hawke and 
Foreign Minister Hayden are working together well — so far 


By Warwick Beutler 


Future Australian historians 


of unparalleled political misjudgment — 
the day that then prime minister Malcolm 
Fraser and his principal opponent, Labor 
party leader Bill Hayden, took separate, 
and wrong, decisions. In Brisbane, 
Hayden was chairing a meeting of Labor's 
parliamentary executive, or shadow 
cabinet as it is better known. It was largely 
a public-relations exercise. 

With an election due by the end of the 
year, Hayden wanted to show off his 
party's talent. But far from disp'aying a 
happy, united front, the meeting turned 
into the public political execution of 
Hayden. Key figures told him he no longer 
had their support, and there was no choice 
but to resign in favour of Bob Hawke. 

Back in Canberra, Fraser had heard 
rumours that Hayden was 
about to be dumped. Seeing 
Labor in disarray, he called a 
snap election for March 5. But 
it was in the hours between 
Fraser's decision and its an- 
nouncement that Hawke 
emerged as a strong leader of 
the Labor party. And he went 
on to beat Fraser convincingly 
in the general election. 

Hayden, understandably bit- 
ter about his demise, played no 
part in that election campaign. 
It was all Hawke. But as a price 
for his scalp, Hayden extracted 
from Hawke a guarantee of be- 
coming foreign minister in the 
incoming Labor administration, much to 
the chagrin of deputy leader Lionel 
Bowen, who had long had his eyes on the 
foreign-affairs portfolio. 

There are few similarities of character, 
style or political approach between 
Hawke and Hayden. A former Queens- 
land policeman who spent years of his 
adult life forcing himself through univer- 
sity in tandem with his political career, 
Hayden has been the hard slogger where- 
as Hawke was the Rhodes scholar, the Ox- 
ford University graduate, the man with a 
seemingly pre-ordained destiny. Hayden 
is an enigma to thé vast majority of Aus- 
tralians who have never taken the trouble 
to understand him. Intelligent, quick-wit- 
ted, tough but compassionate, he also has 
a well-honed natural suspicion of people 
and events. 

But Hayden suffers from a fast, jerky, 
speech pattern and a distracting voice 
pitch which has hampered his TV presen- 
tation. He is also partly deaf. From the 
media-image viewpoint, Hayden could 
never match Hawke, no matter how much 
he was tutored by his advisers to limit the 


number of facts he tried to cram into a TV 
debate. 

Hayden is not the same person in parlia- 
ment. He easily bettered Fraser, and with 
his lengthy parliamentary experience out- 
shines Hawke, even though his somewhat 
sneering style has earned him the 
nickname “Whingeing Bill.” 

Hawke and Hayden also differ in the 
way they handle the party. When he was 
leader, Hayden’s style was to mould opin- 
ion gently through concerted but deliber- 
ate argument over a long period. Power 
groups were painstakingly nudged in the 
direction he wanted to go, as he showed in 
successfully achieving a watering down of 
the party’s total opposition to the mining 
and export of uranium. 

In the short time he has been leader, 
Hawke has displayed a propensity to de- 





Hayden on tour: dedication and intensity. 


cide policy first, then seek its endorsement 
from the party. The method has worked so 
far, but is fraught with danger. 

There were doubts that Hawke and 
Hayden would be able to work within the 
same cabinet. But according to both men, 
their working relationship is good, if 
somewhat reserved and tentative because 
of the obvious tension which still exists. 
Where there have been differences, 
Hayden has retreated rather than provoke 
a row with his boss. He enjoys what he is 
doing too much to risk being stripped of 
his portfolio. 


ayden has tackled his job with typical 
dedication and intensity. He has al- 
ready visited Jakarta, Singapore, Kuala 
Lumpur, Bangkok (twice), Manila, 
Hanoi, Vientiane, Paris, Brussels, Vien- 
na, Hongkong (thrice), Washington, Pe- 
king, Tokyo, Seoul and Port Moresby. In 
only five months in office he has: 
> Initiated mediation. efforts with Viet- 
nam over Cambodia. ` 
» Moved to regularise relations between 
Indonesia and Australia. 
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- Chastised the French for their nuclear 


testing in the Paci ^ 
» Warned the Jay against a drama- 
tic rise in defence spending. 


» Told the United States that Australia 
wants more public information on US 
communications facilities in central Aus- 
tralia. 

Hayden has long believed that Austra- 
lia pays insufficient attention to Asia. His 
intention is to make Australia’s presence 
felt in the region, even if that means being 
accused of meddling. He will not be dis- 
couraged by failure or by the views of the 
US 


Until now, Hayden's high foreign pro- 
file has been fully backed by Hawke. At 
home as well as abroad, they have worked 
in tandem to debunk embarrassing party 
policies and dispel foreign governments’ 
uncertainty about the new government's 
approach. For example, they have ig- 
nored the party policy which demands in- 
dependence and self-determination for 
the people of East Timor and an end to 
military aid to Indonesia. 

However, the’ prime  minister's 
friendship with US Secretary of State 
George Shultz has engendered suspicions 
within the Foreign Office that it and 
Hayden could be bypassed not only on 
bilateral issues, but also on 
other policy questions — such 
as Vietnam —in which the US 
has a vital interest. Hawke's 
propensity for instant decision- 
making; and his occasional 
telephone conversations with 
Shultz; could be a source of fu- 
ture friction between Hawke 
and Hayden. 

Hayden is the most senior of 
only four ministers in the 
Hawke government with pre- 
vious ministerial experiende. His 
counsel should be vital toa new 
administration and an untried 
prime minister. Yet because of 
their nervous relationship and 
the fact that Hayden spends so much time 
outside Australia, his advice is all too 
sparse. Despite his widely regarded know- 
ledge of economics, he played virtually no 
part in the framing of this year's budget. 

He was one of the six ministers on the 
national and international security com- 
mittee of the cabinet which decided in 
April to expel the Soviet diplomat Valeriy 
Ivanov. But he and Attorney-General 
Gareth Evans are understood to have op- 
posed the committee’s decision to 
blacklist former Labor Party national sec- 
retary David Combe because of his associ- 
ation with Ivanov. The Combe-Ivànov af- 
fair, now the subject of a. royal commis- 
sion, has already caused the resignation of 
one minister and threatens to embarrass 
the fledgeling government further. 

At least one previous promoter of 
Hawke, former minister Clyde Cameron, 
has ventured that Hawke is out of his 
depth — the job is too big for him. One 
consolation for the Labor Party is that it 
has a ready-made prime minister — in the 
form of Hayden — should the incumbent 
fall under the proverbial bus. Uu 
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to discover, on return to Ban 
| «five: years. absence, .t 
-/Thompson's ghost still su s16 
| after his inexplicable: disappearance on - 
"Easter Sunday, March 27, 1967, from 
:the vacation home of frie ds vith whom 
“he was holidaying in: M 
ron Highlands. 
auld had first known 
xd Bangkok i in the mid: 19: 
with him and friend 
Bangkok home, ‘six: 
buildings, now a) mu um containing 
call his Thai art colle the James 
H. W: Thompson Foundatioi 
ing tourists all year: 
and I were born.ár 
1906 (Horse), atid: 
March (Pisces). Wht 3 
Richard,” he pointeg uit, “fish c on os 
seback." | ; 

A practising archit 
ware, he served wit 
Army in Europes 
Southeast Asia asa 
attached to the Off Strategic Ser- 
vices, or OSS (now;the CIA). He liked 
Bangkok, which he adopted as his per- 

manent residence. — until that mysteri- 
|. ous disappearance two decades later. 

. Like my Aussie.mate, Keith Hyland, 
who became the: *Duck-Feather King" 

in old Saigon and who now lives and 
works in Bangkok, Thompson became 
the din of da dot silk industry and 
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tions as adviser to then US ambassador 
Edwin. Stanton on return to Bangkok, 
and his crafty links with Vietnamese; 
Cambodian and Lao political refugees, 
who were, of course, all anti-French and 
destined to become pro-communist. 


Thompson made that third and last visit 


: i of his close personal rela- 


Anyway time marched on, and 
to the holiday home of his Singapore 
friends, the. Lings, in the Cameron High- 
lands. (His wife in the US had divorced 
him in 1947 and he never re-married.) 
On that Easter Sunday after lunch, while 
his host and hostess were resting, he 
walked out and was never seen again. 

There were absurd stories that he 
could have got lost in the jungle or that 
he was cannibalised by Cameron High- 
land aborigines. A mass search by more 
than 300 policemen was launched, Gen. 
Edwin Black (one of Thompson's close 
contacts in Bangkok) rushed down, 
American helicopters from Thailand 
flew low over the jungles, and an unpre- 


cedented reward of US$25,000 was of- 


fered for his discovery (leading to sev- 
eral mysterious phone calls, two of 
which temporarily fooled the Thompson 
hunters). E 


nine his C one. R he 4 





The classic report of this great and still | 


unsolved mystery is William Warren’s 


1970: Surveys The Legendary American. 





A parliamentary delegation visits East Timor and appears to be 
impressed | with Jakarta' s progress in stabilising the area 





By P ‘eter Hastings | 
Dili: The Indonesian Government prob- 
ably. spent about US$175,000 on the re- 
cent visit of an Australian parliamentary 
delegation: by road and air to 14 East 
Timorese locations — all of them nomi- 
nated by Fretilin, the Timorese liberation 
front, either:as famine iareas or Fretilin- 
held to please Sen. Gordon McIntosh, the | 
staunchly. ;anti-Indonesian — leftwing | 
member of the team. | 
As they watched the parliamentarians 
squeeze into helicopters for long flights 
over the varied Timorese landscape, or 
bump their way: painfully along the decay- | 
ing Portuguese-built roads, Indonesian of- 
ficials must have thought the project was 
worth every cent. There was no military 
escort, and only one encounter with Freti- 
lin, which has. opposed Jakarta's annexa- | 
tion of the former Portuguese colony since 
| m Lospalos to 


























| preside over anact. 





Laga, Bill Most the leader of the de- | 
legation, met four gun-carrying guerillas. 
. It was the most fortuitous of meetings. 
The first three cars in the five-car convoy 
| had sailed past the guerillas, who were 
| standing on the roadside, without noticing 
them. Morrison only stopped his car be- 
cause he noticed that one of the men was 
wearing a Fretilin T-shirt. 


The four men gave him a clenched-fist 
Fretilin salute and he began a time-con- 


suming dialogue with them in English, In- 


donesian and Portuguese. The men were 
fit, wore new wristwatches and said they 
belonged to a group of 40, most of them 


women and children, 


lodged some 


kilometres distant. They offered him a let- 


ter which demanded that Indonesia vacate 


the province and that the United Nations 
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prime minister Sand coup victin 
Banomyong, who recently died in 
France, was reportedly living in. 
Canton when Thompson disapp« 
They had always been friends. 
Thompson cross the border to see. 
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By macabre coincidence, Thomps 








“Lost without..cause.” / 


East.. Timor — a contention 
doubtful by the delegation's 
The Fretilin guerillas asked M 
visit their camp. Morrison said | 
do this and would: possibly. retu 
East Timor's Governor Mario 
lao. But in Dili the next day, th 
nor said he was not surprised tha 
contacted the Australian team as 
known about its intended visit, b 
exact route, for some weeks. He 
vetoed any visit to the camp: with 
son, pointing out that. Fretilin 
were now very few, that'he was holdi 
dialogue with selected leaders and. 
any contact with them through the Aus 
lians would be read by Fretilin. as ta 
Australian support. = | 
Indonesian sources and most o ts 
observers estimate Fretilin's strength 
about 1,000-1,400 including dependant: 
Weapon-carrying guerillas are thou 
number 30-40. Fretilin is now divided int 
small groups, some numbering only. 
or four men. The largest are Maki 
much more than 40 or 50 people. Con 
between groups is minimal and 
cases there is none. LIN 
There has pec no ashpoting b : 
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lopment is nt all round: 
-bitumen roads are being built, new 
are evident all over the island and 
security situation, as the recent Aus- 
an delegation found out, is relaxed. 
Australians were unanimous that 
most indelible impression was the 
nce of soldiers. - 


donesia is now spending US$58 mil- 
ion annually in East Timor — about 
35105 per capita, a considerable expen- 
re. in Indonesian terms if one accepts 
Andonesian population estimate of 
000. If the figure of 325 ,000 by Fretilin 
porters in Australia and Portugal is 
— about half of the estimated 1974 
ation figure -— per capita expendi- 
is now.about US$180. But while there 
be no doubt of the increasing effec- 
eness of Indonesian spending on roads, 
alth, resettlement, land development 
d education, the battle for minds and 
hearts will take time. 

The visit by an Australian parliamen- 
ary delegation was suggested to the In- 
nesians during Prime Minister Bob 
lawke's visit in June as the best way of de- 
sing the anti-Indonesian East Timor re- 
ution passed by‘last year's Labor Party 
ence. Conférence resolutions are 
‘on Australian Labor governments 
they are dropped by voting at a 
il conference or lapse for other 
sons. This particular resolution, passed 
erwhielmingly by conference in a session 
nvolving leftwing and rightwing bargain- 


roops from East Timor and permit a UN- 


nding the outcome. 


| Jakarta that its - 


ng, demands that Indonesia withdraw its 


ified act of self-determination. Aus- 
lian defence aid would be suspended 





































_ing the Meiji period. 


. | Ne visitors to Japan are often perplex- 


ed by the country's peculiar brand of 
popular music — it seems like nothing else 
on earth and appears to have no affinity 
whatsoever with Japanese classical music. 
And yet, travelling further through the re- 


gion — to South Korea, Taiwan and _ 


Hongkong, those strains start to become 
more and more familiar. . | 

According to many Historians, J apanese 
popular music came into being. at a time 
when Japan was culturally indifferent to 
its neighbours. It emerged at a time when 
the country was intent on catching up with 
Europe and the United States: the Japan- 
ese were suffering from a complex of 
being behind. The similarity of the re- 
gion's popular music cannot be coinciden- 
tal. 

Pretty young ladies frei Taiwan and 
Hongkong go to Toyko and become TV 
celebrities, or “talents,” as they are called, 
singing Japanese songs. There are West- 
ern celebrities on Japanese TV too, but 
they do not do the Japanese thing, nor is it 
possible to imagine them doing it. The 





E. G. Seidensticker is professor of Ja- 
panese literature at Columbia Univer- 
sity. He is the translator of the Tale of 
Genji, as well as many contemporary 
novels. His latest book is on Tokyo dur- 





young ladies from Taiwan and Hongkong | 


do it easily, almost naturally. - 
Where did this strange music come 
from, and how did Japan come by it in the 


first place? It is an. interesting and difficult | 
question. Many people assume that Ja- 


panese pop was imported along with Mc- 
Donald's and blue jeans from the US. 
However, there are many things for which 
the US cannot accept the credit and need 
not accept the blame, and popular music is 
one of them. A great deal of ostensibly 
American music is sung over Japanese 
TV, but Japanese performers manage to 
inject into it a quality all of their own. As 
for popular music of domestic origins, it 
could hardly be less American, though 
there was probably a Western influence in 
its Origins, 

Historians draw a distinction between 
modern popular music and traditional folk 
music, and they do so correctly. The gen- 
eral view is that popular music had its be- 
ginnings at about the time. of World War I. 
Consequently, its.rise may be associated 


with the rise of the radio and recorded 


music. By popular music in this sense is 
meant the Tin-Pan Alley variety — a new 



















| Japan may be even more thoroughly satu 
: ráted with popular music. 
song written for a co cid with access to de- EV 


vices for wide dissemination, and sung 
along "all the strands and inlets," as the 
Japanese would say, within days after its 
first performance. — 

Its ancestry maybe traced back to the 
school music of Meiji, the early years of 
Japanese modernisation. This is of two 
kinds, edifying and patriotic songs for 
children to sing in school, and alma mater 
songs. Under a Western influence, it con- 
tains catchy ditties, but it is perhaps nota- 
ble chiefly for its monotony. The alma 


mater songs have almost uniformly the 


trotting rhythm of Offenbach's Barcarole. 
So in the beginnings of popular music 
there was a Western strain and, in the 
years between the two world wars, it may 
have continued as Western, or under a 
Western influence, in content. It has al- 
ways been tearful and highly self-pitying. 
Tears and self-commiseration have not 
been wanting in traditional music, but 
perhaps the excesses may be blamed on 
the West, and the origins of popular music 
in Western music. But the high nasal de- 
livery and the exaggerated vibrato are un- 
like anything in the West. Japan's popular 
music composers have hit on a very low 
common denominator between the 
music's Western and Japanese origins and 
that it is wanting in. subtlety and variety 
seems hard to deny. It is what we catch 
echoes of in neighbouring countries, and 


what the pretty young Chinese ladies are 


so successful at vocalising. ` 
Popular music is not, of course, the 


whole of popular culture, or what is some- 


times called mass. culture. There is 
baseball — hugely popular in Japan — 


. without question the national sport, even 
though sumo wrestling continues to claim 


that title. Professional wrestling is the only 
other sport that challenges baseball for 
TV time. Then there is the other TV fare, 
quiz shows, animated cartoons, soap 
operas and historical dramas, the Japan- 
ese equivalent of American cowboy 
movies. Mass culture, today overwhelm- 
ingly TV culture, comprises these ele- 
ments and more, but somehow popular 
music sets the tone: 


Noms more saturatedwithTV than 
Japan, it is everywhere, inescapable. 
Key railway stations have it, even taxis 
and buses sometimes have it. There is no 
easy way to measure saturation, but per- 
sonal observation suggests that TV is 
much more a part of Japanese than Ame- 
rican life despite the fact that the US is 
generally assumed — for better or worse | 

— to head the world's TV cultures. But . 


For instance, hoping to have a quiet 
drink, one may well find oneself in the 
presence of what is called a karaoke set, 
and overwhelmed with noise. (Karaoke is 
a hybrid word, the first two syllables being 
a native Japanese word for “empty, with- 
out content," and the last two represent- 
ing the first two of-the English “or- 
chestra.") The set provides the accompan- 
iment for the customer of the bar to sing a 
popular song through a microphone, as if 
he were a "talent," for the delight of the 
other customers and himself. Innumera- 
ble bars are provided with karaoke. 

Judgments as to the quality of the music 
which has such a pervasive influence on 
the entire Japanese culture must be sub- 
jective. It would not dominate and per- 
vade if the huge TV audience did not — 
for the most part — find it pleasing. To 
some of us, however, it is far from pleas- 
ing: it whines and it sneers at us, it weeps 
and moans. It is anything but endearing. 

But whether it pleases or displeases 
does not much matter; what is of more 
concern is that there is little art in this 
popular "art." It is composed from pat- 
terns, with little departure in the direction 
of originality and little accomplishment is 
required in its rendering. A certain talent 
is required, to be sure, but it is a naive ta- 
lent, a matter of a certain kind of face and 
a certain kind of voice, and not much is 





* Taking a popular dictionary 
definition of vulgar as something 
unrefined and spiritually paltry, 
the epithet seems instantly 
applicable to Japan's TV culture.* 





done with either by way of cultivation and 
refinement. 

Comparing the popular arts of a century 
and two centuries ago with those of today, 
it is hard not to feel that there has been a 
decline. These matters are seldom simple. 
With the decline there may have been an 
improvement of sorts; a century or two 
centuries ago, life for most people was 
largely utter drudgery and boredom. If 
TV has brought comfort to the far reaches 
of the land which once had little at all, one 
must be grateful. The popular arts were 
not then as widely popular as they are 
now, for they did not have the means to 
be. And yet they were superior. Folk 
music — the music of the fields and forests 
— was difficult to render well, yet its sub- 
tleties allowed ranges of connoisseurship 
unthinkable to TV audiences. 

Above all there was the kabuki theatre, 
most sophisticated and complex of the 
popular arts in the centuries when Tokyo, 
then Edo, was the shogun's seat. It was 
chiefly an urban form with a limited audi- 
ence; but there were rustic offshoots — 
perhaps not the equal of the kabuki of Edo 
or Osaka, but by no means contemptible. 
Although the aristocratic and bureaucra- 
tic class took a very low view of it and 
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though many of the texts must be de- 
scribed as not very satisfying literature, 
the music and the dancing and the other 
visual effects were of a very high standard. 
It reached heights which cannot be main- 
tained by a medium that must keep the at- 
tention of huge throngs of children and 
adolescents if it is to sell the consumer 
goods that keep it in business. The worst 
of kabuki, one may say with some confi- 
dence, is better than the best of popular 
music. 


hat has happened probably had to 

happen because Western culture came 
flooding in. The evolution would have 
happened without TV — the two coin- 
cided. There are two images of Japan in 
the West: one is of a land of exquisite deli- 
cacy, of poets and gardens and Zen seren- 
ity; the other is of a land of hustlers, out- 
hustling the world. But each image in its 
different way, reflects Japan as a land of 
refinement — whether of the artistic and 
aesthetic sort or of the technical variety. 

It may seem perverse, in the face of all 
this, to suggest that neither of these stock 
images is entirely wrong and yet that thev 
miss something important, and something 
that may seem to contradict each concep- 
tion. Japan has become an uncommonly 
vulgar. society. Taking a popular dic- 
tionary definition of vulgar as something 
unrefined and spiritually paltry, the 
epithet seems instantly applicable to 
Japan’s TV culture. 

However, to blame this vulgarity exclu- 
sively on TV and the chief fare of TV, 
popular music, would be an over-simplifi- 
cation. It is mass production of everything 
— from paper to entertainment — that is 
the root cause. And to indict Japanese cul- 
ture alone for having fallen victim to vul- 
garisation would be a distortion also. It 
has happened throughout the world — 
why single out Japan? 

The most considerable answer might be 
that the Japanese, before modern times, 
really did seem almost incapable of pro- 
ducing anything genuinely ugly, or indeed 
paltry or unrefined. So the falling off has 
been all the more sad. The popular arts of 
Edo were genuine arts, which cannot be 
said for most popular modern diversions, 
even though they describe themselves as 
arts, and their performers as "talents." 
There is an element of extreme openness 
in Edo culture, so extreme that its pro- 
ducts must be called pornographic, ac- 
cording to almost any definition of the 
term. Yet by no accurate definition can it 
be described as "vulgar." It is not paltry, 
nor is it unrefined. Much of it is elegant, 
and much of it is very good art. 

The erotic prints of Utamaro and 
Harunobu, and even those of such *deca- 
dents" as Kunisada, are worlds away from 
the wares one sees in adult shops today. 
Perhaps, indeed, in the vulgarisation of 
the erotic we have the most striking exam- 
ple of what has happened in the evolution 
of Japan's culture. 
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In 1986, the two luxurious 
new Westin Hotels of Raffles 
City will open, creating the 
largest, most modern conven- 
tion centre in Singapore. 

With 2 grand ballrooms and 
45 other meeting areas total- 
ling over 6,000 square metres 
(65,000 square feet), plus 20 
restaurants and lounges, a 
health club, tennis courts and 
a swimming pool, it's the ulti- 
mate meeting place. For busi- 
ness or pleasure. 

Sound interesting? For your 
free copy of "The Ultimate 
Meeting Space;" attach your 
business card to this ad and 
send to Westin Hotels: in Lon- 
don, 7-8 Conduit St., London 
WIR 9TG, United Kingdom 
(Telex 22144); in Tokyo, Yura- 
kucho Bldg., #405, 1—10-1, 
Yurakucho, Chiyoda-ku, Tokyo 
100 (Telex 2224507); in Singa- 
pore, Level 7, PIL Bldg., 140 
Cecil Street, Singapore 0106 
(Telex RS 22206). 
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The amiable assassins 


The Kachin Independence Army continues its campaign 
for an autonomous state in the north of the country 


By Bertil Lintner 
Chiang Mai: “Vinegar Joe” Stilwell, Gen. 
Orde Wingate's legendary Chindits and 
the Galahad Force — better known as 
"Merrill's Marauders” — are all names as- 
sociated with the fierce, hand-to-hand 
combat that raged in the Kachin hills of 
northern Burma during World War II. 
Thousands of American and British sol- 
diers fought, marched and died together 
with a much larger number of local re- 
cruits, mostly from the warlike Kachin 
tribe. The latter won worldwide fame as 
the “amiable assassins" because of their 
gentle manners and their skill at sniping at 
the Japanese enemy. 

But when the war was over and Burma 


had gained its independence from Britain 
in 1948, the Western powers abandoned 
their tough and loyal Kachin allies, who 
quietly withdrew to their mountain hide- 
outs in the Himalayan foothills. In 1961, 
however, the Kachins rose in arms against 
the Rangoon government, demanding a 
separate Kachin state and independence 
from Burma. 

In June this year the little-known 
Kachin cause attracted some attention 
when almost a full company of soldiers 
from the rebel Kachin Independence 
Army (KIA) paid a brief visit to the Thai 
border with the aim of re-establishing 
their previous modest contacts with the 


Rebels, jade and religion 


Rangoon's decision to elevate the role of 
Buddhism sparked a long-running revolt 


he Kachin Independence Army 
(KIA) was founded on February 5, 


1961, by Gen. Zau Seng, a veteran 
World War II military commander, and 
his younger brothers Zau Tu and Zau 
Dan. Before long, the Kachin rebels 
managed to gain strongholds in northern 
Shan state as well as in the triangle area 
formed by the Mali Hka and the Nmai 
Hka rivers, which converge above Myit- 
kyina to become the Irrawaddy river. 
Zau Seng was elected chairman of the 
KIA’s wing, the Kachin Inde- 


pendence Organisation (KIO) and chief 
of staff of the KIA. Zau Tu became col- 
onel and vice-chief of staff, while Zau 
Dan was appointed commander of the 


strategically important Hsenwi-Nam- 
kham-Kutkai areas of northern Shan 
state. 

In the same year, the Burmese Parlia- 
ment had decided to establish Buddhism 
as the state religion of Burma — a clear 
challenge to the predominantly Christ- 
ian Kachins. This decision was the spark 
that ignited an open, armed struggle 
after years of simmering discontent. 
Some Kachins had even been fighting 
since Burma's independence in 1948, as 
soldiers in the likewise Christian Karen 
National Defence Organisation. 

In order to secure a continuous supply 
of military hardware, Zau Se 
other Kachin leaders left for the Thai 
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outside world, which were cut off in De- 
cember 1981 when all Kachin representa- 
tives staying in the northern Thai town of 
Chiang Mai were called back to Kachin 
state. It was also the first time since 1976 
that battle-fresh Kachin troops had come 
down to the Thai border and could give 
first-hand accounts on political and mili- 
tary developments in Kachin state. 
Landlocked in upper Burma, the 
Kachin rebellion has not received anything 
like the same attention as the Shan and 
Karen insurgencies further south. But the 
KIA is believed to be one of the most pow- 
erful and best organised rebel armies in 
Burma, probably second only to the 
Burma Communist Party (BCP). KIA of- 
ficers claim to be in charge of a 5,000- 
strong fighting force — not including rear 
echelons, radio operators, village militia, 
and medical and administrative personnel. 


he army is made up of four brigades; 

the first operating between Putao in 
north and Sumprabum in central Kachin 
state. The second moves over the largest 
area, stretching from Myitkyina — the 
Kachin state capital — over the jade-mine 
area of Mogaung and across the Hukawng 
valley and the sparsely, populated moun- 
tain ranges which run parallel to the In- 
dian frontier in the west. A high-ranking 
Kachin officer told the REviEW that his 
troops move freely along the old Ledo 
Road, which was built by Stilwell during 
the war to connect upper Burma with 
Assam state in India. The banks of the 
upper reaches of the Chindwin river are 
also in the hands of the KIA, and the KIA 
asserts that Burmese Government troops 
have not been seen in that area for more 
than 10 years. 

The KIA's 3rd Brigade controls the 
eastern side of the Mali Hka river down to 
Bhamo in the south — including the main 
road between Myitkyina and Bhamo — 
and the fourth is ensconced in the hills sur- 
rounding Hsenwi-Kutkai-Namkham in 
northern Shan state. Attached to the four 


border in 1964, where they established 
liaison with the Karen insurgents and 
elements of the Kuomintang. Between 
1965 and 1981, KIA contingents were 
posted at Tam Ngop, Pieng Luang, Doi 
Larng and other base camps along the 
Thai-Burmese border. Jade and other 
contraband was carried by the KIA to 
these places, to be used in bartering for 
guns, ammunition and medicine. 

But their presence at the Thai border 
proved disastrous for the KIA; Zau Seng 
and Zau Tu were both assassinated near 
Tam Ngop in August 1975 by a man who 
was accused of being a spy from Ran- 
goon. The third brother, Zau Dan, had 
been killed in an ambush organised by 
the Burma Communist Party (BCP) five 
months earlier. A new generation of 
Kachin leaders has taken over. The 
most important among them is Brang 
Seng, chairman of the KIO and presi- 
dent of the Kachin Independence Coun- 
cil, a kind of underground provisional 
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brigades are four mobile battalions, flying 
columns which specialise in hit-and-run 
operations and. attacks on government 
outposts. KIA leaders are proud to point 
out that they hold some of the old British 





Sama, Fort Na Hpaw, Fort Alaw Bum and 
Fort Ura Bum — which were built during 
the colonial days and served as outposts to 
monitor the border with China. 

In the areas under its control, the KIA 
has built schools, rural clinics and even 








| 
government. He is a former headmaster | 
| 


of Myitkyina Baptist Mission High 
School and took part in the Kachin cul- 
tural awakening of the late 1950s. 

Vice-chairman of the KIO and chief of 
staff of the KIA is Brig.-Gen. Zau Mai, a 
Rangoon University graduate. KIO sec- 
retary-general Zaung Hra is also a uni- 
versity graduate and used to work as a 
high-ranking administrator in Kachin 
state before he joined the KIA. 

The Kachins are either animists or 
Christians, converted by European and 
American missionaries, who also intro- 
duced the Roman alphabet. Most KIA 
leaders are Baptists, though their power 
base is to be found among all the six 
Kachin tribes: the Jinghpaw, the Maru, 
the Lashi, the Lisu, the Nung Rawang 
and the Zi (Atzi). Many animist Zi, also 
known as small Kachins, have been re- 


cruited into the BCP’s army, which | 


maintains a force of 1-2,000 soldiers in | 
Kachin state. — BERTIL LINTNER | 
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~The claims made 
by RIA officers of 
‘troop . strength, 
areas of influence 
_ and activities would 
ir to be some- 
what.- exaggerated, 
"but they do corres- 
pond relatively well 
with the observa- 
tions of indepen- 
"dent; analysts. In 
contrast to the situa- 
anemone tonjin-other minor- 
ity areas, the Burmese Army seems to be 
on the defensive in Kachin state. Thére 
are presently no more than 20 government) 
battalions there — or about 10,000 men — 
and they are report isolated in 
major garrison neh aah ‘control’ of 
only the railway as far north as Myitkyina, 
the Irrawaddy river up to Bhamo and the 
area around Putao in the far. north. of the 
country. 
Only three jade- ininiopiliogesce Hpa- 


kan, Lawng Khang and Hawng Pa — are’ 


)vernment S 
asis of the 


said to be controlled by the 
forces. Jade is the financial 


Kachin revolution and this partly explains: 


the relative affluence of the KIA; tax is 
imposed on all traders [Fav the mines 
around Mogaung for Thailand. The 500- 
mile smuggling corridor through Shan 
state ends in Chiang. Mai's famous jade 
houses, which show a turnover of millions 
of dollars every vear. ea v 

It was from this rather adiantan OA 
bargaining position that the. KIA began 
peace talks in October 1980 with the Bur- 
mese Government. Brang Sengychairman 


of the Kachin Independence Organisation: 


(KIO), the political arm of the KIA, and 
other senior officials of the two 
rebel organisations secretly went- to 


Rangoon. There they were received by’ 


the top echelons of Burma’s military gov- 
ernment including Gen. Ne Win, who was 
then president; Brig.-Gen. San Yu, who 
became president in 1981 following Ne 
Win's retirement, and Brig.-Gen. Tin Oo, 
who was then a top party official and a 
close confidant of Ne Win, but who was 
recently ousted from his posts for corrupt 








Kachin guerillas: onward, Christian soldiers. 


practices. The Kachin leaders were given 
VIP treatment at the- presidential resi- 
dence in Rangoon. Four more meetings 
were held in early 1981 in Myitkyina. 

"Our demands were very moderate," 
one KIA officer referring to the talks told 
the REVIEW. “We declared that we had 
given up our initial demands for secession 
from Burma and that we now were pre- 
pared to accept autonomy within a federal 
structure of government, with equal status 
for the various nationalities of the Union 
of Burma." 

The Kachins asked for self-determina- 
tion and the right to maintain their own 
armed forces even after a ceasefire agree- 
ment with the government. In response, 
San Yu stated that the Kachin's claims 
could not be entertained since “all amend- 
ments to the constitution are subject to a 
public referendum." Consequently, after 
several extensions of a proposed deadline, 
which originally was set for May 1981, the 
peace talks broke down in July 1981. The 
KIA returned to the jungle and im- 
mediately launched an offensive against 
government troops. 

Militarily important — but politically 
controversial — are the defence pact the 





KIA signed with the BCP a few years ago, 
and the more recently established links 
between the Kachin rebels and China 
(REVIEW, Apr. 14). Insiders report that 
trading posts have been set up all along the 
Sino-Kachin border, where farmers and 
local merchants sell their produce to 
Chinese buyers. Loi Jeh bazaar, Laiza, Pa 
Jau and Gazo are currently the four most 
important centres for this cross-border 
trade between China and rebel-held territ- 
ory. 


aa Fo years, the Chinese have been sup- 

plying the BCP with arms, ammuni- 
tion and everything it needs,” said one 
knowledgeable local source, “but the com- 
munists have achieved very little. Chinese 


delegates, who visited the rebel-control- | 


led areas in Shan and Kachin states, saw 
that the KIA, without foreign aid, had 
been far more successful in organising the 
people than the BCP.” 

The source drew parallels between the 
Democratic Kampuchea coalition led by 
Prince Norodom Sihanouk, and the KIA- 
BCP defence pact, which now also in- 
cludes the Shan State Army: “It seems to 
be in accordance with policies of the pre- 
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guerilla groups, which were founded and 
built up during the days of Madame Mao, 
Lin Biao and the Red Guards." 

These observations might be fairly ac- 
curate, but there is definitely more to 
China's strategy in upper Burma than just 
a desire to support a nationalist movement 
instead of an orthodox Maoist one. It is 
clear, local analysts say, that China wants 
to have a foothold inside Burma, and if the 
BCP has proved inefficient and, today 
politically embarrassing, a more popular 
and less disreputable organisation like the 
KIA could prove to be a better ally. Hav- 
ing some influence over the strategically 
important Kachin state — situated at the 
crossroads between China and India — 
must be another consideration Peking has 
taken into account. 

But its dealings with China and its de- 
fence pact with the BCP hardly mean that 
the KIA is turning communist. Interest- 
ingly enough, the KIA representatives at 
the Thai border staunchly rebuffed the re- 
ports of a split within the Kachin move- 
ment between Right- and Left-leaning 
factions. To lend credence to this asser- 
tion, they produced pictures taken during 
the revolutionary-day celebrations on 
February 5, where the supposed KIO op- 
positionist, British-educated Maj. 
N'Chyaw Tang, paraded side by side with 
Brang Seng and some other KIO/KIA 
leaders. 

The KIA guerillas this correspondent 
spoke to described themselves as “de- 
voted Christian soldiers" and it was quite 
an incongruous sight to watch these 
sturdy, tough-looking soldiers solemnly 
saying grace before digging into their daily 
rations of rice, chillies and nai — a kind of 
Kachin potato. Impeccably polite and 
well-mannered, the "amiable assassins" 
are still alive and active, and organised 
along the old, colonial military lines of 
their fathers when they served with the 
British Army. ii 








- Atest in the west 


A general says that recent advances by Burmese communist 
forces pose a potential security threat to Thailand 


By John McBeth 

Bangkok: Most of Thailand’s external 
security concerns over the past eight years 
have centred on the eastern border, but 
now Thai strategists are beginning to cast 
a wary look westward as the Burma Com- 
munist Party (BCP) presses south out of 
its traditional strongholds in northern 
Shan state. 

In a briefing given to the opposition 
Chart Thai Party, the assistant army chief 
of staff for operations, Lieut-Gen. 
Chaovalit Yongchaiyut, said advances 
made by the BCP 66th division from 
Kachin state into areas adjoining Thai- 
land’s northwesternmost Mae Hong Son 
province presented a potentially danger- 


ous threat to Thai security. He said the in- 
tention of the Burmese communists is to 
expand their influence south towards the 
Andaman Sea and warned — perhaps a 
little over-dramatically — that any party 
which can gain control over the Dawna 
and Bilauktaung mountain ranges on the 
western border “can control Thailand.” 
While he did not elaborate, Chaovalit 
told MPs that the Thai Government 
would be forced to take action if the 66th 
division crossed the Salween north of Mae 
Hong Son. It may be because of concern 
over this possibility that the Thais’ latest 
offensive against opium warlord Khun Sa's 
Shan United Army (SUA) has been con- 


centrated on Doi Larng and Ban Hin Taek 
rather than his secure enclave of Mong 
Mai, near Mae Hong Son. 

Several companies of army-trained 
Rangers are now stationed in Mae Hong 
Son. There has also been a strengthening 
of forces in the border areas of neighbour- 
ing Chiang Mai and Chiang Rai provinces, 
though their mission — up to now at least 
— has been to keep the SUA and other 
rebel groups from re-establishing them- 
selves on Thai soil. 

Another development which reflects 
growing concern over the western border 
is the decision to base a Special Forces di- 
vision in Kanchanaburi, 75 miles west of 
Bangkok. The new unit is still being 
raised, and like the Ist Special Forces 
headquartered in Lopburi it will be about 
half the size of a regular infantry division. 
Kanchanaburi is already the headquarters 
for the 9th Infantry Division, which for- 
merly occupied the forward defence line 
along the Thai-Cambodian border. 
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Kobe Steel offers a full array of projects, products and services that 

help countries grow, develop and prosper in a big way. | | 

Like starting from scratch and creating plants. 9 x | 

Furnishing technological know-how. E. 

Or supplying the essentials for growth industries. po) 

But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
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Kobe Steel's integrated industrial capability. 
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international banking, 
our name 

makes a difference. 


For over one hundred years, the name 
American Express has meant excellence in 
personal service. 

Today, with the added strength of affil 
iated Trade Development Banks, American 
Express Bank continues this tradition of 
excellence. We offer an unparalleled array 
of financial services, through our offices in 
Switzerland and around the world. 

For the demanding individual and 
enterprise, we provide virtually every 
banking service you'll ever need. 

Asan American Express company, we 
offer a broad spectrum of personal and 
investment services no other bank can 
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We are uniquely qualified to assist you 
with everything from asset management 
and securities transfers to international Gold 
Card® privileges. 

Through our far-reaching global net 
work, our services are available not only in 
the major financial centers, but through 64 
offices in 36 countries as well. 

American Express Bank. Our name 
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WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


ORE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation tn your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WW'F acknowledges the donation of this space by 
Far Eastern Economic Rewmen 
Idvertisement prepared as a public service by Ogilvy & Mather 
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SHAKING THE INDUSTRIAL COCKTAIL 





OVERVIEW 


When 151 million pe . 
all want more from life Mai 


This implies competitiveness and efficiency, the lack of 
emphasis on which has made a deep impression on both 
foreign observers and business practitioners. The corporate 
ideology epitomised in Pancasila* and the attempt to approach 
this model through state intervention, regulation and 
participation have been among the dominant themes in 
Indonesia’s industrial policy, but recently Planning Minister 








plan. 


One sector of the economy which is the subject of 
considerable debate is industry, which has received a great deal 
of attention under President Suharto's New Order government 
and has recorded marked growth but which still accounts for 


less than 10% of the gross 
domestic product, the lowest 
rate among Asean countries, 

An outstanding feature of the 
current economic environment 
is that growth — and in 
particular, industrialisation — 
must be subordinated to the 
objective of attaining external- 
payments balance. World 
recession and the collapse of the oil market 
have enlarged Indonesia's current account 
deficit to unsustainable levels: thus austerity 
is a must. 

More positively, exports must be boosted 
to pay for still-needed imports, which tn turn 
are necessary to continue growth and provide 
meaningful employment for a rapidly 
expanding labour force. The manufacturing 
sector is considered the most promising area 
for export promotion. So, more than ever 
before, people are advocating a shift from the 
inward-looking, import-substitution industrial 
policy to a more outward-looking export- 
oriented policy. 
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marking the end of Ramadan — the Muslim fasting 
month — senior government officials are fighting hard 
to influence the outcome of the fourth five-year development 
plan (1984-89). Faced with increasingly severe financial 
constraints, government departments are trying to make sure 
that their views are heard and will be represented in the next 


B eneath the normal surface calm of the festive week 
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and chairman of the National Development Planning Agency 


Susumu Awanohara and Manggi Habir wrote the Overview 
together in Jakarta. Awanohara also wrote Chemicals in 
Lhokseumawe, Projects Rephasing in Jakarta, Machinery in 
Medan and Small Scale in Ceper (Central Java). Habir contributed 
Textiles from Jakarta, Timber from Probolinggo (East Java) and 
High Technology from Bandung. 


ON OTHER PAGES 


Textiles ——— — —— ——- 43 
Chemicals 
Projects rephasing — 51 


Timber: i a 6? 
Machinery — — — ——— 53 
High technology ——— 55 
Small scale —— — ——— 56 





(Bappenas) J. B. Sumarlin stated: “We recognise the 
importance of substantial improvement in the efficiency of our 
economy, particularly in this period of a less-buoyant world 
economy. To this end, the fourth plan will seek to increase 


sound competition throughout 
the economy.” It cannot be 
over-emphasised that the focus 
on efficiency and competition ts 
new — though in the end, it may 
not come to much. 

So far the government has 
come through the tests of 
recession and oil glut with flying 
colours. To improve external 
balance and efficiency, Jakarta drew up 
another austere budget — incorporating à 
deep cut in subsidies — and devalued the 
rupiah by 27.6%. Seeing that devaluation was 
not enough to improve the current-account 
outlook, the government rephased some of its 
most important industrial projects. A banking 
reform to improve the efficiency of financial 
intermediation followed: introduction of a 
sweeping tax reform is imminent. 

In the area of trade, gradual reduction and 
rationalisation of tariffs as well as elimination 
of import controls are recommended to make 
domestic industries more efficient and 
competitive. A review of the industrial 
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- licensing scheme is also called for: until now licensing has 
| pres Mrocen domestic market-oriented industries and as a result 
has often militated against efficient large-scale production. 

- More generally, some are pushing for adjustment of prices of 

- utilities and industrial feedstocks to reflect their economic cost. 
Realising that all these policies together are still nowhere near 
enough to absorb the growing labour force, the government is 
“paying a little more lip-service than before to small industries’ 

. development. 


X 
i 


-F 
EL 


hat some of these suggested policies will be painful to 

M certain groups is all too obvious. As one prominent 

- M. technocrat put it: “We all know we have to become 

- efficient but nobody wants to pay the price. We're now in a 

_ trench war." Domestic manufacturers will, of course, resist 

- trade liberalisation. The fear that large-scale manufacturers 

_ will wipe out less-efficient counterparts will inhibit licensing 

- authorities. Beneficiaries of low-priced utilities and feedstocks 
_ will find arguments — economic, 
~ social and political — to fight price SEE. es 
- increases. ET ha fe 
—— Indonesia's current economic 

— difficulties are probably blessings 

- in disguise. Much of the oil windfall 
of the past decade went to finance 
inefficiencies in the economy. This 
"was clear to some policymakers, 
but they could not hope to win 
“approval for Draconian trade or 

- tax reforms when state coffers were 
— bursting with oil revenue. The 
windfall concealed the economy's 
— weaknesses and made the people 
— complacent, giving them the 

— impression that they had already 

— arrived, or at least taken off. 

— — The fact is that Indonesia is still 
ina very early stage of 

- industrialisation, as Australian 

— economist Peter McCawley 

— summed up recently. To a striking 
— degree, the Indonesian 

— manufacturing sector is composed 
— ofindustries processing 
agricultural goods. In the 

4 — development of a broad industrial 


- — base Indonesia is many years 
__ behind India and China, both of 
—— which have sizable heavy and 
= amachine-tool industries. Perhaps 
-- more important, the range of 
— technical and entrepreneurial skills 

. and the legal and administrative 
— institutions that are part of the infrastructure which is needed 
— for broadly based, internationally competitive industrialisation, 
are also largely absent, he wrote. 
A standard observation is that when the New Order 
government launched its industrialisation drive, it went for 
- amport-substitution, production and assembly of consumer 
_ products downstream and for energy- and capital-intensive 
_ projects went upstream, without enough consideration for 
_ comparative advantage or factor endowments. This is a 
— little harsh because there were good economic reasons 
— for import substitution and resource-based upstream 
industries. 
— The fiasco of Old-Order economic policies meant that, when 
Suharto took over and liberalised investment, there was such a 
dearth of consumers’ manufactures and strong sellers’ market 

_ that the new industrialists — former traders with extensive 
— distribution networks — would have been stupid not to enter 
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*The state ideology of five tenets: belief in God, humanitarianism, national unity, 
democracy based on consensus and social justice. 
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Father of Development": key factor in the fourth plan. d 
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needs little explanation. An added attraction was that these 
resource-based industries would disperse industrial 
development from Java to the outer islands. 

But inefficiencies developed as protection was taken for 
granted and increased with the deepening of industries. As the 
textiles industry, for example, developed from weaving to 
spinning/texturising and to synthetic-fibre production, 
protection tended to be reinforced, with the protection rate for 
each stage of production rising. Upstream, too, the 
philosophical bias against competition in favour of state 
enterprise — a bias intensified by the fear of Chinese 
domination of the economy — helped to create inefficiencies. 
The collapse of state oil company Pertamina in the mid-1970s 
offered a glimpse of horrendous management seen in state 
enterprises. Information about state enterprises is closely 
guarded by the government — for no good reason — but what 
little is known about their finances suggests that the government 
is saddled with many more little Pertaminas. 

So resistance to the proposed additional reforms will be 
tremendous. But economic 
difficulties will give the 
government an excuse to be tough 
and set clearer priorities. “Until 
now, everything was a priority,” 
one involved technocrat told the 
REVIEW. Indeed, the first plan 
emphasised: 

» Industries which support and 
complement the agricultural sector 
by producing equipment required 
in agriculture or in processing 
agricultural produce. 

» Industries earning foreign 
exchange or saving on foreign 
exchange by producing import- 
substitution commodities. 

» Industries processing large 
quantities of domestic raw 
materials. 

» Industries utilising relatively 
more manpower than capital. 

» Industries which, by their 
combined effort, promote regional 
development. 

The second and third plans had 
similar guidelines, again 
interpreted so widely that there 
were few industries that could not 
be considered desirable under at 
least one of the criteria. 

Consequently one arrives at the 
realisation that Indonesia has not 
had an industrial policy in the sense 
that Japan or South Korea have. 
The long-time economic overlord, former coordinating minister 
for economy, finance and industry, Widjojo Nitisastro, not so 
much integrated as simply compiled plans submitted by 
ministries and made that industrial policy. Widjojo did not like 
to meddle or veto others' projects, it is said, because ministers 
and backers of projects often had direct channels to the 
president who might override Widjojo's objections. 
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ho then are the main players in the formulation 
W this loose industrial policy? First, there is a group 
of economists centred around Bappenas and the 
Finance Ministry. Trained in so-called neo-classical economics, 
mainly in the United States, the economists are able to 
manipulate such concepts as factor endowments, comparative 
advantage and shadow prices and argue for the rational, 
pragmatic and least-cost paths to development. On one hand 
they have been criticised for their alleged ignorance of and 
disdain for the real world of business and, on the other, for 
compromising too much with the spendthrifts among 


ministers. is 
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Then there are engineers around the Industry Ministry, who 
have vigorously pursued the development of basic upstream 
industries and tried to link them with the downstream. Their 
approach has been that, if there is a weaving industry in 
Indonesia, the country should move all the way upstream to 
synthetic-fibre production. The word linkage is one motto of 
this group, which has been criticised for adopting a structuralist 
approach to industrialisation without sufficient regard for cost 
or efficiency, “The engineers want every item on the input- 
output table,” one economist remarked. 

Research and Technology Minister Bachruddin Habibie is a 
group on his own. Some characterise him as technologist, others 
as an entrepreneur along with Ibnu Sotowo of Pertamina fame 
and Cooperatives Minister Bustanil Arifin. While the engineers 
are interested in hardware, Habibie wants technology, which is 
a more abstract concept. Habibie feels that true industrialisation 
will not happen if one simply buys technology; technology must 
be mastered and 
controlled and then kept 
abreast of. Like Sutowo 
and Arifin, Habibie has 
many critics who are 
worried about his 
uncontrolled spending. 
He gets away with a great 
deal “because he shows 
Suharto a shortcut to the 
glory of modernity” 
(through technology of 
course), it is said, 

Behind the engineers 
and technologists are a 
group of sponsors — 
adept at finding out what 
projects are in the 
pipeline and which 
contractors are likely to 
undertake them. Then 
the sponsors do their 
match-making and collect 
their economic rent. The 
sponsors are often very 
well-connected and 
powerful and their 
natural bias towards big 
projects cannot be 
ignored in overall-policy 
formulation, 

There are no strong 
cottage-style or small-is- 
beautiful contingents 
within the government, 
This is not to say that 
Suharto has neglected 
agriculture: the opposite 
is the case. But the 
agriculturalists have 
concentrated their efforts on food self-sufficiency and their 
somewhat feeble calls on engineers to seek linkages in their 
own backyards have not been heeded. There is a not-very- 
vigorous directorate-general for small industries at the Industry 
Ministry and that is about all for small-is-beautiful. 

Although restricted to the private sector, the Investment 
Coordinating Board is powerful and influences the course of 
development. It does so by providing incentives in priority areas 
and conversely, by closing off other areas against new 
investment. It may also team up with engineers to resist attempts 
by economists to liberalise trade. 

The most important element in industrial-policy formulation 
has been President Suharto himself. Observers invariably stress 
that Suharto calls the shots after options have been presented 
to him and has shown seemingly conflicting streaks within 
himself. Having grown up in a village he has great sympathy 
for the common man and appreciates economists’ views which 
naturally tend to emphasise the use of labour, the abundant 
factor of production. On the other hand, being head of an 
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emerging regional power, he is always tempted by the engineers” 
and entrepreneurs’ brain-storms. 

Being a master at balancing things — the secret of his | 
longevity as head of state — Suharto has done a generally good 
job of levelling differences between the schools of thought on 
industrialisation. As one analyst put it: “If you always listen to 
the Bappenas types, you won't industrialise for a hell of a long 
time. But if you don't have them around and listen to a Habibie 
all the time, you'll go bankrupt." According to another 
observer, Suharto has on occasion reassured anxious advisers 
that he is indeed in charge and finds some of Habibie's ideas 
useful. 

So Suharto is the key factor in the formulation of the fourth 
plan. He will respond to the external challenge with efficiency 

and increased internal 
| | competition. Never going 
to extremes, he will tend 
towards greater labour- 
intensity against capital- 
intensity; towards more 
domestic sourcing of 
industrial raw materials, 
agribusiness and 
agricultural-processing 
over miscellaneous 
downstream 
manufacture; and 
towards private-sector 
activity over public- 
sector dominance. 


he REVIEW has 
qs some 
industries with 


specific questions in 
mind, Can Indonesia 
become a net exporter 
of textiles and 

other downstream 
manufactures? Would 
the big chemical projects 
be viable if they had to 
pay international market 
prices for their feedstock 
and are they really 
bringing benefits to the 
region? How are wood- 
processing industries 
faring after export of logs 
has been severely 
restricted? Will the 
machinery industry ever 
take off — and at what 
cost? Can Indonesia 
really afford an aircraft industry? How do you develop small 
industries which are considered a dead end by many observers? 

Few of these questions were answered satisfactorily but, 
in examining industries, the writers were able to sense that 
Indonesians collectively are preparing for the next leap forward 
in their industrialisation efforts. They, too, are still without 
definite answers: once they have the answers, after typically 
long deliberation, it will not be their style to rush ahead, 
sacrificing everything else. Indonesia seems to be facing up to 
the facts, identifying correct objectives and asking pertinent 
questions. It is important that Indonesia gets many right answers 
and then implements them with speed. 

The long oil boom ended after making the rapidly growing 
population expect more from life. This is a formidable challenge 
for Suharto: meeting this challenge implies, among other things, 
a more solid industrialisation than has been accomplished so 
far. Thus the challenge is also an opportunity for Suharto to 
live up to the title bestowed on him by the people: “Father of 
Development." (gy 
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ignificant changes will 


need a longer recession 


major integrated Japanese joint-venture textile mills is 

currently churning out around 2 million yards of 
polyester-cotton fabrics a month of which half are exported. 
Only 12 months ago exports accounted for a mere 11% of the 
company's production. Expecting continued weak demand in 
the domestic market, the management says that it plans to boost 
exports to about 70% of output. This represents a significant 
shift in outlook among a growing number of locally based textile 
mills which — faced with a saturated domestic market — are 
increasingly looking abroad to expanding their markets. 

But this market shift is still limited to large integrated joint- 
venture textile producers which find it relatively easy to switch 
to export markets because of their high-quality fabrics and 
knowledge of international textile markets. Most small non- 
integrated textile producers cannot afford to sell abroad. 
Boosting product quality up to international standards is 
expensive: in addition, these companies are still unfamiliar with 
export markets and procedures. 

In Bandung, where the concentration of these small textile 
producers is highest, as many as 80 companies are reported to 
have closed down and some 10,000 workers laid off. One small 
textile producer there told this correspondent that he is now 
down to two shifts from his normal three-shift production and 
even with sales temporarily up during the festive Lebaran week 
— marking the end of the fasting month of Ramadan — he is 
reluctant to go into a three-shift production fearing the 
consequence of having to hire temporarily and then lay off 
workers. Although he foresees the soft domestic market 
continuing after Lebaran, he intends to remain producing as 
long as the business can break even. But for the future, he is 
not thinking of putting additional funds into textiles and 
considers shifting to export markets too cumbersome and 
costly. 

This provides a glimpse of the painful adjustment most 
protected and inefficient industries have to go through when 
faced with persistent recession. Lacking capital, skilled labour 
and managerial depth, they are stuck with selling to the domestic 


O n the outskirts of Jakarta, PT Centex, one of eight 
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market and, with the general decline in the public's purchasing 
power, it is these textile producers that have suffered most. 

This transformation is occuring not only in textiles but also 
in other import-substitution industries, especially those that ' 
have been under prolonged protection and are gradually facing 
a saturated domestic market. But the trend, though painful, is 
slowly moving the industry towards a more efficient structure 
as many small textile producers that have closed down — mostly 
in spinning and weaving — are gradually being absorbed by 
larger integrated textile mills. 

The situation has deteriorated to the extent that some of those 
still operating have shifted a major part of their activities to 
undertaking job-orders rather than producing and selling their 
own products. 

The industry's poor export performance and vulnerability to 
textile imports, despite high-tariff protection, reflects the | 
industry's inefficiency — a feature which stems very much from 
the country's inward-looking and domestic market-oriented 
industrial policy. The tariff protection and industrial-licensing 
scheme which is biased towards the domestic market has lead 
to the development of a high-cost industry with scales of 
production uneconomical for export. 


and, with the government's structural emphasis on 

creating linkages by developing the upstream end of the 
industry, the protection trend in general has been on the rise. 
By 1978, import duty and sales-tax collection rates as a 
percentage of declared cif value for synthetic fibres, spinning, 
weaving and garments sectors have reached respectively 35%, 
3896, 77% and 117%. 

These high protective tariffs, aside from inducing inefficiency 
have provided strong incentives for investment in textiles which 
eventually has led to excess capacity in some sub-sectors — 
notably spinning and weaving. 

The surge in capacity was evident at both downstream and 
upstream ends of the industry. In synthetic-fibre and spinning, 
production capacity jumped respectively from 59,000 tonnes 


43 


p rotection accorded the textile industry is substantial 


ES 


= 


-—- 







INDONESIAN INDUSTRY ‘83 
_ and 1.2 million spindles in 1975 to 188,300 tonnes and 2 million 

- Spindles in 1981. At the other end the garment sector, which 

. unlike most other sectors was established primarily for exports, 

__ Showed a dramatic growth spurred on by the rupiah devaluation 

- back in 1978. In this sector, capacity grew from around 4,500 

- machines in 1975 to 45,000 in 1981. 

= Incontrast, weaving and knitting sectors grew at a much 

_ Slower pace from respectively 60,000 powered looms and 7,300 

— sets in 1975 to 95,000 powered looms and 10,600 sets in 1981. 

- The feeling is that spinning capacity was allowed to grow too 

_ fast for its products to be absorbed by the following weaving 

| Stage. ‘ 

— —. This uneven capacity among the different phases in the textile 

—. industry and their differing competitive structures was also a 

- major reason behind their varied performance, Garments — 

— whose production is targeted for exports — and the synthetic- 

—— fibre industry dominated by four large companies (and thus 

_ having more control over their prices) suffered less. But in the 

—— spinning and weaving industry, where most small textile mills 

— are located, prices have been more or less constant due to the 

= recession. As a result, margins were substantially squeezed 

-— when prices could not adjust to rising costs stemming largely 

_ from two major oil-price increases within the past two 


























.— The industry's stress on domestic markets also encouraged 
the production of low-quality products — a major reason why 
only a few large integrated mills could shift to export sales during 
. the recession. | 

— Meanwhile, other small mills were faced not only with a 

= Weakening domestic demand but also had to contend with an 
-. increasing number of low-priced and high-quality textile imports 
— which were flooding the domestic market. During the recession 
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Tq" flight from Medan in a small twin-engine aircraft 
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= M ‘Offers a bird's-eye view of the Lhokseumawe industrial 
LE C 


^ie, zone, dubbed the heaviest concentration of investments 
-— in Indonesia. The first of these to emerge, some 20 kms inland, 
— Are rectangular clusters of the Arun natural gas field, the source 
—— — of Aceh's great transformation. Then come bright flares and 
__ black smoke rising from PT Arun — the gas liquefaction plant 
_ en the coastline undergoing hurried expansion — followed by 
— an empty plot of land where the recently rephased olefin centre 
- wasto be built. Offshore, a liquefied natural gas (LNG) carrier 
-iş loading up for another trip to Japan. 
— A Beyond the olefin site, the new port is already being 
—— remodelled to serve not only the nearly completed urea plant 
_ of PT Asean Aceh Fertiliser (AAF) — the most advanced of 
— the much-touted Asean industrial projects — but also other 
= projects as well as the general public. When completed, the 
ou Ge will serve the planned ambitious urea projects of PT 
Iskandar Muda, the first stage of which is now under way, the 
— delayed pulp-and-paper factory and the public, particularly the 
- exporters of cash crops. 
- The AAF urea plant is directly connected to the port as is the 
__ Iskandar Muda site. Some distance from the coastline, behind 
_ the giant projects, are the housing colonies belonging to them. 
. Near one possible site for the pulp-and-paper project, the 
- aircraft lands at a small airfield built by Mobil Oil which found 
the massive natural gas deposit in 1971 and now operates the gas 
field — as well as the gas liquefaction facilities — with the 
. Indonesian state oil company, Pertamina. 
Lhokseumawe is an outstanding example of industrial zones 
which are being developed around natural resources and 
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les finding their way into the domestic market as their _ 
traditional export markets weakened. T PEE 

Late last year, as the situation in textiles worsened, there 
was growing discussion on the need for government assistance 
to ease the transformation in the industry. The Textile 
Association, led by former finance minister Frans Seda, called 
for soft loans amounting to US$500 million to finance the 
replacement of outdated machinery with more modern 
equipment. Some, however, doubted whether the machinery 
— mostly bought within the past 10 years — required 
replacement. They felt the problem was one of low-labour 
productivity which makes Indonesian labour cost per unit of 
output rather dear. But the government, facing increased 
financial constraints, made no commitments. 

Then industry minister A. R. Suhud felt that a recessionary 
period was the right time to restructure the industry but added 
that the government needed to study the matter first. This 
government study — to be done with the assistance of the World 
Bank — has so far not begun. However, present Industry 
Minister Hartarto recently told the REVIEW that financing of 
any machinery replacement should be done by the companies 
themselves. So far government assistance on industrial 
restructuring has been limited to the Finance Ministry's 
recent ruling exempting any payment of import duty on 
machinery brought into the country for the purpose of 
renewing,expanding and rehabilitating existing production 
facilities. 






certificate export scheme, temporarily discontinued 

after the 1978 devaluation, was resumed. During that 
period, the unanticipated oil boom that quickly followed the 
1978 devaluation boosted domestic demand for consumer goods 


T: government has also pushed textile exports. The 


and the government, wanting to assure a sufficient supply of 





y. extractors upstream with 
"manufacturers downstream 


concentrate on the production of intermediate goods — whether 
raw materials or semi-finished products — for processing by 
downstream manufacturers. The zones are considered vital 
because they often provide a link between the earlier-developed 
extractive industries upstream and also well-developed light 
manufacturing downstream. Although intuitively vertical 
integration of many industries seems to make sense, some 
experts have worried about the subsidised pricing of raw 
materials by one stage in supplying the other, lower stage. But 
the trend is to cut subsidies of all sorts to encourage efficiency 
and the current review of costly basic industry projects, forced 
by balance-of-payments difficulties, is also definitely a blessing 
in disguise in promoting efficiency. 

Development of industrial zones are deemed important also 
because many natural resources are located outside the 
overcrowded island of Java and hence could help rectify the 
regional imbalance which has worsened over the years. The 
Java- and Jakarta-centric world view of the Indonesian 
Government notwithstanding, development has come to the 
stage where it is clearly advisable, economically and 
environmentally, to shift more and more investment away from 
Java. 

Regional balance is essential from a political standpoint also, 
particularly in a place like Aceh. Through the long Dutch 
colonial period and even after independence, history made the 
Acehnese fiercely anti-Java and anti-foreign. Even today Aceh 
claims the nominal title of Special District and is the one area 
where the opposition Muslim-based United Development Party 
beats the government-backed Golkar in elections. Political 
integration of Aceh is one of the stated goals of the 





consumer goods in the market to prevent inflation, later 
temporarily discontinued the certificate-export scheme. The 
scheme's impact together with devaluation was significant. 
Textile exports grew substantially from US$18.7 million in' 1978 
to US$122.5 million in 1979, 

This time government attempts to promote textile exports 
through resumption of the certificate-export scheme and this 
year's devaluation were primarily intended to shift the sales of 
high-quality textiles abroad, thus allowing low-quality textile 
producers some domestic breathing space. But with the 
Indonesian consumer becoming more quality-conscious the 
effect on small producers is expected to be limited. This effort 
is in line with one of Hartarto's current objectives which is to 
maximise the utilisation of national industrial capacity. By doing 
so, he argues that foreign exchange can be saved as well as 
generated by fully utilising local capacity both to produce 
products still imported and, if there is any excess capacity, to 
export any surplus domestic production. 

Until now, the only part of the textile industry significantly 
affected by government export promotion has been a few large 
integrated textile mills and garment manufacturers. The others 
appear content to wait out the recession rather than put in more 
money to improve efficiency and shift to exports. 

Although there are signs of a likely reduction in tariff 
protection, existing quantitative restriction on imports of 
products locally produced is expected to continue. The 
government has recently ruled that imports of these products 
can only be done through government-appointed import agents. 
The feeling, therefore, is that the change in tariff protection 
will not be significant enough to encourage the development of 
an internationally competitive industry. But protection — 
especially during a recession — is often not very effective. It 
remains to be seen, therefore, whether the recession will last 
long enough to effect a significant and lasting change to the 
textile industry. 
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Lhokseumawe development, but there is awareness that the 
new industrial zone has tended to become an enclave surrounded 
by a hinterland. Efforts are being made to link the zone to the 
local economy. 

The third five-year plan (1979-84) stipulated that basic and 
other key industries should be developed to process mineral as 
well as agricultural resources into raw materials, semi-finished 
goods and finally finished goods. Even during the first and 
second plans the government had begun to develop basic 
industries — especially those which Indonesia found relatively 
easy to move into and for which the domestic market was already 
sufficiently large — such as fertilisers and cement. But the third 
plan was more ambitious, calling for the development of steel, 
aluminium, artificial fibres, pulp and basic-chemicals industries 
as well as expansion of fertiliser and cement capacities and, 
incidentally, it proposed that more machinery and equipment 





Asean Acheh: a much-touted fertiliser project. 
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used by these upstream and midstream industries should also 
be made domestically. 

The development of basic industries has had its ups and downs 
during the third plan. The so-called second oil boom (oil shock 
for the oil-importing countries) of the late 1970s boosted efforts 
at building basic industries since Jakarta follows a policy of 
balancing budgets, even in good times when the government is 
flooded with revenue. The revenue had to be spent somehow; 
though the budget was de facto in surplus to some extent and 
development expenditures inflated. Midway into the third plan 
the balance-of-payments position began to deteriorate and 
Jakarta recently resorted to a rephasing of major projects, along 
with subsidy cuts, devaluation and monetary reform. 


A. R. Suhud stated that there were 52 basic-industry 

projects which were either completed during the third 
plan, under construction, at the site-preparation stage or 
licensed. They included 27 projects in the basic-chemicals 
sector, 18 in the basic-metals and engineering sector and seven 
in "multifarious" (light) industries. 

Suhud emphasised the regional-development aspect of 
promoting basic industries, introducing the concept of special 
development areas (SDA). An SDA, he explained, was “a 
region possessing the right geographic and resource parameters 
where therefore the setting up of a cluster (or zone) of basic 
industries would generate the growth of other manufacturing 
and related economic activities within the area." Suhud then 
identified five such areas. 

The first SDA is in northern Sumatra with the hydro-carbon- 
based industries at Lhokseumawe and Dumai (Riau province), 
aluminium and hydropower at Asahan (North Sumatra), 
engineering industries in Medan (North Sumatra), cement at 
Lhok Nga, Aceh and Medan and processing of wood and 
plantation commodities scattered over the area. The second 


L^ year, before the crunch came, then industry minister 
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LNG: PT Arun, due for expansion. 
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SDA is in southern Sumatra — including the western tip of Java, 
with its integrated steel and yet-to-be-developed engineering 
complex — and the third is in the rest of Java, which has a high 
concentration of industries relying on abundant labour and a 
relatively advanced infrastructure and transport system. South 
and southeast Sulawesi, the fourth SDA, will develop around 
cement and paper plants and the last area, East Kalimantan, is 
fast developing on the backs of another natural gas deposit and 
rich timber resources. 

Experts are generally agreed that the industrial zone in 
Lhokseumawe, which now represents investments of the order 
of USS$5 billion, is well conceived. Gas reserves estimated at 17 
trillion standard cu. ft are considered more than enough to feed 
six LNG trains for more than 20 ycars. Moreover, a new offshore 
gas deposit of considerable size has apparently been located. 
PT Arun is expanding from the current three trains to five and 
is considering sixth and seventh trains, With six trains, PT Arun 
would earn some US$3.5 billion (at 1983 prices) a year, 
according to one estimate: LNG is such a foreign-exchange 
earner once it gets going that no one has suggested rephasing 
expansion of liquefaction facilities, an expert says. 

Other gas-based projects in Lhokseumawe — essentially 
attempts at repossessing the value-added which now accrues 
outside Indonesia and at saving both foreign-exchange and 
freight costs — are also considered basically sound investments. 
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Gas: a debate over its pricing. 


As an example, most natural gas is exported while there is a 
sizable and growing domestic market for plastics whose raw 
materials are imported. The idea is to go into midstream 
olefins to link the upstream gas production with downstream 
plastics. 


resources and upstream facilities are lacking and where 

the primary motive for moving from downstream upwards 
seems to be the sheer desire to produce everything domestically. 
Reducing import dependency of downstream manufacturers is 
often cited as justification for such integration, but this 
argument often ignores the fact that midstream may become 
just as, if not more, import-dependent and require heavy 
protection not only for itself but also for downstream 
manufacturers if all are to stay afloat. Steel more or less falls 
into this unhappy category, though in the long term integrated 
steel production in Indonesia may well become viable. 

In Lhokseumawe there are no glaring wastes. There is still a 
big market for urea, Indonesia has gained much experience in 
urea production and the gas is there to be tapped. In addition, 
political capital may be gained by completing the first Asean 
industrial project — largely funded by Japan — and meanwhile 
the Iskandar Muda urea project is providing valuable training 
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T is another kind of vertical integration where basic 





to PT Rekayasa, a domestic engineering and contracting 
company which is being nurtured by the government to join the 
international league. 

There is reason to believe that the olefin centre — another 
natural for Lhokseumawe — was rephased more for political 
effect than for substantive balance-of-payments effect. It was 
not due to start for some time anyway and in fact could re-start 
not so far off the original schedule. But the lower half of the 
centre, which has not been rephased and will produce among 
other things polyvinyl chloride, has been affected by the 
rephasing of the alumina plant on Bintan island to which it had 
hoped to sell its caustic soda by-product. Likewise the olefin 
centre could be without an outlet for its chlorine by-product 
until the pulp-and-paper mill starts operations. The delay of 
the pulp-and-paper plant will also mean that the just-opened 
cement plant in Lhok Nga will have to procure its cement bags 
from outside Acch. 

So projects in Lhokseumawe hang together. But even here, 
the price at which Pertamina should supply its gas to users 
remains a crucial question. AAF was promised the price of 60 
US cents per million BTU (British thermal units) when the 
international price of gas is five to six times that amount and 
has made all production and marketing plans accordingly. 
Obviously Iskandar Muda and all the other Lhokseumawe 
projects would like a similar low price of gas, but Pertamina 
wants to raise it — and a lot of economists feel the same way — 
for the good of the economy. 

Essentially, the debate over gas pricing boils down to the 
trade-off between stimulating gas-based industries 
through low input prices and encouraging further 
exploration and development of gas resources 
through higher prices. The Industry Ministry for 
one is in favour of a low gas price but the dominant 
government opinion seems to favour quoting a high 
official price — reflecting true overall cost — and 
making explicit any subsidies to be extended. 

Another majór task for the government is to make 
Lhokseumawe “less enclave, more integrated" as 
one expert involved puts it. Between 1977 and 1981 
gas exports from Aceh increased 150-fold while non- 
gas exports advanced a mere 79%. Per capita income 
in Aceh rose almost 15-fold at current prices between 
1973 and 1980. But these figures conceal the fact 
that almost all mining-sector income accrues to the 
state and that Jakarta's development-budget 
allocation for Aceh came nowhere near the special 
district's contribution to the nation's 
coffers. 

In January, State Minister for Environment and 
Development Supervision Emil Salim visited 
Lhokseumawe and found that the industrial zone 
had contributed little to the development of the 
traditional, informal and labour-intensive economic activities. 
He also pointed to the fact that Aceh was not yet able to exploit 
fully employment opportunities created by the zone because of 
its inadequate education system. 

Emil Salim is hardly unique in cautioning about the enclave 
nature of Lhokseumawe. In March PT Indoconsult, a 
consultancy headed by President Suharto's trusted adviser Prof. 
Sumitro Djojohadikusumo, completed a massive study on 
Lhokseumawe's impact on Aceh, calling for a greater 
participation of the local populace in the development process. 
"If large-scale industry using high technology cannot directly 
bring about greater equity in income distribution; then suitable 
handling of layout/location problems will at least prevent greater 
imbalance between the population in the neighbourhood of 
such industrial projects and those who work within the projects. 
Additionally, identification of downstream and small industries 
to be developed will bring increased opportunities for local 
participation," the study says. 

Its recommendations are already comprehensive but a follow- 
up study is being conducted by another consultancy to make 
them more concrete. Natural gas has resulted in pressure on 
and opportunity for the government to give Acch a better deal 
than it has so far enjoyed. Implementation of some of the 
recommendations is awaited. 
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Nobody knows more about construction and startup of com- For over a century, Babcock & 
steam generating systems than | plete turnkey industrial and utility | Wilcox has been the technology 
Babcock & Wilcox. That was boiler islands. We supply every- leader in steam generation in 
true in 1867, and it's still true thing from boiler controls and North America and worldwide. 
today. cleaning systems. ..to training Let us share our knowledge and 


total scope resources with you. 
Contact International Sales— 
Babcock & Wilcox Canada, 581 
Coronation Blvd., Cambridge, 
Ontario, Canada, N1R5V3. Telex: 
069-593414, or Babcock & Wilcox 
International, Inc., 20 S. Van 
Buren Ave., Barberton, Ohio 
44203, U.S.A. Telex: 98-6406. 


programs for your operators. 
We have highly skilled field 
and home-office engineering 
specialists ready to work closely 
with you to plan and implement 
efficient, cost-saving plant 
improvement projects—from 
simple upgrades to complete 
boiler rebuilds. Total scope ser- 
vice also includes quality 
Babcock & Wilcox replacement 
parts for your operating 
equipment. 


When Stephen Wilcox and 
George Babcock introduced 
and perfected their ingenious 
water tube boiler in the U.S.A. 
over a century ago, they laid the 
groundwork for a tradition of in- 
novative leadership in steam 
generation which is today meet- 
ing the needs of utilities and in- 
dustries all over the world. 

The full range of Babcock & 
Wilcox international support 
covers everything from design to 
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It's Asiawide transaction processing and account inquiries, on-the-spot in Hong 
Kong and Singapore. Our Regional Processing Centers handle your U.S. dollar 


payments and provide you with personal assistance on account inquiries in 
your time zone. 


It's timely cash flow information. 
Manufacturers Hanover ensures that at your 
opening. and throughout the day, you have 
timely transaction details on your account 
with us in New York. 


It's the most advanced telecommunications capabilities 
available today. We offer state-of-the-art S. W.I.ET. 
capabilities, in addition to our sophisticated private 
telecommunications system, ensuring utmost speed and 
accuracy in transaction processing, account inquiries 
and information retrieval. 


It's automated clearing in New York. 
When you send messages to us elec- 
tronically, your U.S. dollar payments 
are processed by Manufacturers 
Hanover and sent to the U.S. payments 
system with no manual intervention, 
virtually error-free. 





It's Manufacturers Hanover, clearing bank to the world. 
Quality. Loyalty. Consistency. These three attributes make 
Manufacturers Hanover a dedicated banking partner. 


We are committed to providing you with high quality 
banking services and products—in a timely, accurate way. 


But more important is the way we provide these services. 


We strive, always, for a consistency that you can count on. 
And a loyalty you will find exceedingly difficult to match. 


MANUFACTURERS HANOVER 


International Banking Group 


World Headquarters: 270 Park Avenue, New York. NY 10017 
In Asia and the Pacific Basin: Branches - Hong Kong. Manila, Seoul, Singapore, Taipei. Tokyo 
Representative Offices: Bangkok. Beijing. Bombay, Jakarta, Kuala Lumpur, Sydney 
Subsidiaries: Hong Kong. Los Angeles, San Francisco 





Manufacturers Hanover Trust Company Member FDIC 
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First class 6 abreast LD 3containers Business Class 7 abreast. Palets Tourist class 8 abreast, LD 7 containers Tourist class 8 abreast. LD 6 containers High-density class 9 abreast, Pallets 


Unmatched versatility 


The optimum for 200-280 seat regional and transcontinental 
operations, these true wide body twins combine the full range of 
passenger comfort standards and interline cargo capability. None 
of their classmates can compare with their marketability. 

These are the features which have made them the pcaitns 
choice in twin-aisle twins. 

Operating an Airbus has become a 
new way of operating an airline, with 4 
none ofthe disadvantages, none 4 
of the compromises which any y 
other choice would impose. 

Proven products from 
Airbus Industrie - the 
number one in twin 
-aisle twins. ÉL 


© Airbus Industrie 
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Pe dock oriens: down but hopefully not out. 

‘A courageous 
3 

response 


T he World Bank called Indonesian President Suharto's 








rephasing of public sector projects "a courageous 

response," which indeed it was. Of course, some items 
were rephased more for political effect than for economising 
on foreign exchange in the short term. For example, the olefin 
project (ethane and ethylene portions) — the biggest plan to 
be rephased — was not expected to cost anything for some time 
to come anyway: and difficult negotiation on rephased projects, 
for which contracts were already signed, is still going on and 
could cost the government substantial penalties. 

But the government, aided by the World Bank, was able to 
make full use of rephasing, as well as other adjustment 
measures, at the recent Indonesia aid group meeting in the 
Netherlands. The result was a record US$2.2 billion aid pledge 
for 1983-84. The fact that Philippine President Ferdinand 
Marcos also rephased before his aid group meeting — 
though it was more difficult for him to do so politically — 
was another measure of Suharto's success. 

As Planning Minister J. B. Sumarlin stated, rephasing had 
the double result of easing pressure on Indonesia's balance of 
payments in the near term and of permitting the government to 
husband its foreign exchange and domestic resources to sustain 
and expand the more labour-intensive elements in the public- 
sector programmes. Inevitably, with some projects, it is not 
clear whether they have been simply slowed down or in fact 
abandoned for the time being. But Sumarlin stressed that 
rephased projects remained essential components of the 
government's industrial strategy. "We expect most main 
elements of the rephased programme to be reinstated, perhaps 
in up-dated version, when resources permit," he said. 

The following are extracts from an official list of rephased 
projects, which the REVIEW was able to obtain. It retains all 
items on the list which can be construed as rephased but the 
categories "statuses" were devised by the REVIEW — at the 
risk of misrepresentation — to abstract from and simplify a 
mass of detail. It is important to note, for perspective, that 
only 15% (presumably in value) of government projects have 
been rephased, according to one minister. Another has said 
that only 47 out of more than 5,200 projects have been 
rephased. 
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REPHASING OF EXPORT CREDIT 
GOVERNMENT PROJE 


Project 


Agriculture Ministry 
Sugar factories 
Sugar factory 
Plantations 
Livestock import 
Plywood industry 


Additional credit for fertiliser factory 
Cement factory (Tonasa) 

Cement factory (Indarung) 

Cement factory ae 

Cement factory (Baturaja) 

Aurcraft and weapons for PT Nurtanio 
Jetfoil vessels for PT PAL 

Shir parts and components for PT PAL 


Mines and — 

Alumina plant (contracted-out portion) 

Alumina plant ena, portion) 

Ombilin coal mine 

Aromatics plant (contracted-out portion) 

Aromatics plant (remaining portion) 

Musi refinery 

Ethane (portion of olefin project) 

Hydropower e) 

Hydropower (Maung 

Thermal power Suralaya) 

Thermal power (Belawan) 

Diesel power generation 

Transmission: distribution and 
transformer stations 

Transmission & distribution: 

(Surabaya portion) 

Transmission & distribution: (Medan, 
Semarang, Jogjakarta, Solo and Malang 
portions) 

Other power projects 


Communications Ministry 

Materials for bridge construction 

Road upgrading 

Road improvement 

Arterial highways around Jakarta 

Railway system around Jakarta 

Buses 

Inter-island ships 

Navigation equipment, training ship 

Barges 

Dock and shipyard equipment 

Port equipment 

Asphalt ships 

Computers for state shipping lines 

Training equipment 

Jet training aircraft 

Garuda Airways hangar 

District telephones 

Expansion of central telephone exchange 

Telecommunications components and 
materials 


i er 
Training centre 


M 

Drinking-water project 

Garbage processing equipment 
Defence and Security Ministry 
Equipment 

Information Ministry 

State printing press 

Research 

Laboratories 

State-Private Sector Joint Ventures 
Kraft paper plant 

Ethylene plant (of olefin project) 
Cold-rolling mill 

Total 


The statuses are: A: reduced in scale. 


B: delayed disbursement in 1983-84. 


C; delayed indefinitely. 


D: offered to the private sector. 

E: switched to domestic procurement | 
Costs on the table are foreign-exchange portions of the total project costs. - 
“Switched to French aid and domestic financing. l 4 
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TIMBER 


It all depends 
on how supply 
is nurtured 


S ince it was established eight years ago, PT Kutai Timber 





Indonesia (KTI), owned in part by Sumitomo Forestry of 

Japan, has yet to experience a slowdown in its production. 
Located in the sleepy coastal town of Probolinggo about two 
hours’ drive from East Java's capital, Surabaya, the company 
continues to run at full capacity with three shifts — 24 hours a 
day — employing 1,100 people and rolling out 7,000 cu. ms of 
plywood sheets a month. The products of Java plywood mills, 
among the oldest in the country, are normally marketed locally, 
the reason being obvious; Java, the most populated island, 
represents the largest local consumer of plywood. But now KTI 
is exporting 3576 of its production and aims at boosting this 
proportion to 65%. 

About three hours drive north of Probolinggo, in another 
coastal town called Gresik, PT Nusantara Plywood, producing 
at a monthly rate of 15,000 cu. ms of plywood, is gearing up to 
export as much as 70% of its production: only two years ago, 
80% of it went to the local market. This illustrates the flexibility 
and capacity to export of even the older domestic market- 
oriented Java plywood mills and represents only a minor part 
of a young and growing plywood industry, fast becoming a major 
exporter and supplier of plywood in the world market. This 
rapid growth has come about largely due to the government's 
stringent log-export quotas, which were tied to the 
establishment of timber-processing facilities. This push to 
develop downward linkages from timber stemmed from the 
government's aim to increase the value-added on processing its 
natural resources. 

But the success in rapidly developing the plywood industry 
has not occurred in another timber-processing industry, namely 
paper. Partly due to heavy capital requirements to develop this 
industry, domestic-production capacity has not caught up with 
growing local demand and therefore the industry remains 
dependent on imports — both for paper products and its pulp 
requirements. 

Government efforts to encourage the development of timber- 
processing facilities started back in the early 1970s. At that time, 
forestry agreements had already included clauses which 
progressively reduced the allowable cut of logs for export 
(quotas). At the same time it boosted the percentage of logs 
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ing in Pontianak and Pematang Siantar (right): not duplicating plywood's success . . . 


earmarked for local processing. The first phase was the 
establishment of sawmilling facilities which had to be completed 
by the third year: by year seven, 60% of log production had to 
be locally processed. As with most operating plywood mills 
both KTI and Nusantara started out as log exporters, with KTI's 
concessions located in east Kalimantan and Nusantara's in south 
and central Kalimantan. 

In 1981, the government came out with further restrictions 
on log exports. For companies that had not invested in timber- 
processing facilities, all log exports were prohibited. For those 
operating plywood mills, log exports were restricted to one log 
for every four processed locally. For those that had just begun 
construction of processing facilities, two logs were allowed to 
be exported for every log locally processed during the 
construction period. This was intended to help finance plywood 
mills still under construction. 

Given the weak government bureaucracy in enforcing these 
regulations, there were ample opportunities for circumventing 
these restrictions. Nevertheless, it significantly reduced log 
exports, increased the number of plywood mills and caused 
considerable disruptions among plywood industries in Taiwan, 
South Korea and Japan which had relied substantially on log 
exports from Indonesia. 

The proliferation of plywood mills was aided by the 
government's decision to establish an export-oriented plywood 
industry. Licensed capacities, normally tailored towards 
estimates of domestic markets, were allowed to exceed these 
requirements. As a result, the number of plywood mills grew 
rapidly from only two with a monthly operating capacity of 
19,000 cu. ms in 1973 to 61 with a capacity of 2.4 million cu. 
ms, 10 years later. 


1979-80 have been concentrated in Sumatra and 

where most timber concessions are located. In 
Sumatra there are now 23 operating plywood mills with five 
more under construction, while in Kalimantan there are 35 
operating and an additional 26 under construction, There are 
also several more mills under construction in the eastern part 
of the country: three in Sulawesi, six in Maluku and one in Irian 
Jaya. The Association of Plywood Producers ( APP) projects 
total domestic production capacity to reach 6 million cu. ms by 
1985 of which half are targeted for export. Most mills in 
Sumatra and Kalimantan are producing more for export 
markets — and require less labour content compared to mills 
in Java — because of the shortage of skilled manpower in these 
islands. 

The growth in plywood exports, though substantial, has still 
not fully compensated for the decline in log exports. This decline 
started in 1979 as government restrictions started to take effect. 
Last year, log exports dropped further by 50% to US$331.8 
million from the previous year: in contrast, plywood exports 
have grown substantially since 1975-76. In 1982, plywood 


M: new plywood mills which came on stream after 
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exports grew by 67% reaching US$270 million representing — 
in volume terms — roughly half of total domestic production. 

Last year, the largest number of plywood exports has been 
to Hongkong (about 22% of total exports): out of this, a large 
portion was destined for China. Because of the absence of any 
direct trade relations with China since 1965, Indonesia has had 
to trade with China through Hongkong. After Hongkong, the 
Middle East and the United States are the next largest export 
markets, each accounting for about 18% of total exports. 

The past two years have been difficult for the plywood 
industry. During this time many new mills came on stream — 
just when the world recession started to set in — and when the 
mills shifted to the domestic market the local plywood demand, 
affected by the world recession, started to decline. But, with 
the pick-up in US housing starts and the recent rupiah 
devaluation, the short-term export outlook is brightening and 
spreading optimism among plywood producers, as exemplified 
by the remark of general manager Y. Kurokawa of Nusantara 
Plywood: “Now, at least I can breathe.” 

In addition, earlier high freight costs, caused by government 
insistence on using Indonesian flag carriers, have declined 
significantly as the government allowed foreign flag carriers 
with licences from the Indonesian Shipowners Association to 
ship Indonesian goods, he added. The supply of logs from 
concessions has also started to become more regular. Earlier, 
the prolonged dry season caused rivers — used to float logs 
down to the mills or to be shipped — to dry up. 

But behind short-term optimism there is considerable concern 
among plywood manufacturers about long-term trends. First 
and foremost is the long-term supply of logs, specifically tropical 
hardwood meranti logs. Efforts to replant meranti — the species 
most widely used for plywood — have so far been unsuccessful, 
while in Kalimantan, logging areas are already moving further 
into the interior and, with replanting efforts facing considerable 
difficulties, there is growing concern that the country's vast 
rain forest could be considerably damaged. 

Another long-term concern, according to T. Sato, general 
manager of KTI, is the availability of a growing number of 
plywood substitutes in developed export markets. He explained 
that in Japan the proportion of wood used in housing 
contructions is already steadily declining: plywood is also 
considered flammable and therefore preference for more fire- 
proof substitutes is on the rise. These include gypsum and 
particle boards, which are more susceptible to fire-proof 
chemical treatment. 

The APP is also trying to attract the government's attention 
to a potential excess capacity as additional plywood mills come 
on stream. The government recently issued 37 additional 
permanent licences and 17 more temporary licences. It is also 
considering 33 additional applications. 

In contrast, the growth of the paper industry has yet to catch 
up with rising local-paper consumption. Although reliance on 
imported paper has somewhat declined, imports still account 
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for roughly half of total local paper consumption. This reliance 
also extends towards the paper industry which still leans 
considerably on imported pulp for its raw material inputs. SO 
far, the production of pulp from domestic forest resources is 
still limited. 


industrial paper, including Kraft liner, corrugati ng 
medium and board and cultural paper made up primarily 
of writing and printing paper. However, domestic proc lucers 

are still unable to manufacture paper for newsprint anc] sack 
Kraft paper. Out of 29 existing paper producers in the industry; 
14 are integrated. Most of these producers use non-wo od fibres 
for raw material, while the remaining non-integrated r nills rely 
mostly on imported pulp. 

One feature of local-paper producers is their small s ize which 
has led to high production costs compared to internati onally 
competitive paper plants. As result, local producers have hada 
difficult time competing with imported paper. Followi ng on 
from this, high protection tariffs were needed to ensure the 
viability of the industry. 

In an attempt to boost domestic capacity, the gover nment is 
going ahead with 14 paper projects incihdiagihé. expansion of 
several existing facilities: 11 of them are projected to come on 
stream by 1985 which is expected to raise domestic productive 
capacity sufficiently to meet domestic requirements. (One of 
these projects, PT Sumtara Kraft, a joint venture bet ween the 
Indonesian Government, PT Alas Helau — a local timber 
company — and Georgia Pacific International Corp. of the US 
will be temporarily shelved as Georgia Pacific decided to pull 
out of the project, citing a change in the company's corpora te 
strategy. 

Meanwhile, the local-paper industry continues to f ace thre 
onslaught of cheap paper imports and is now calling on the. 
government to raise import duties and impose impor t quot as 
on items already produced locally. The paper indust ry is a far 
cry indeed from plywood which has been able to corapete with 
international plywood producers in world markets. (On thi? 
broader scale, however, the timber industry's long-t erm a.nd 
continued growth will depend increasingly on how i't nurt ures 
its source of supply — an area it cannot afford to ignore iis it 
gradually matures. 


MACHINERY 


C the industry is dominated by producers; of 














local content 


ecently, Industry Minister Hartarto and j' anior Minister 
Re Promoting Cash Crops Hasrul Harah; ap flew in 

from Jakarta for a few days and made a quick tour of 
five palm-oil mills in the North Sumatra provinc e and five 
manufacturers in the Medan area which supply machinery and 
equipment to the mills. Inspection was one obj: ective of the 
tour; boosting morale was another. 

Back in Jakarta, the two ministers, joined b' y junior Minister 
for Promoting Domestic Products Ginandjar F Cartasasmita, 
met President Suharto and obtained his appro val for their plan 
to increase planting of oil palm, build additio! 3al processing 
mills and raise the domestic content of these 1 ew mills. They 
explained to Suharto that oil-palm acreage w ill more than 
double by the end of the fourth five-year plar 1 in March 1989 — 
with new planting occurring mainly in Sumat ra, West 
Kalimantan and Irian Jaya. During the same : period 39 palm-oil 
mills will be built and, since domestic manuf acturers are now 
able to build them, they will be encouraged to do so. 

Sitting in his Medan office, the managing director of a leading 
plantation machinery manufacturer wonde! red whether he 
should rejoice in the new cabinet's enthusi: ism for palm oil. 
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This is not the first time that the government has focused 
attention on processing of cash crops and on domestic 
manufa:cture of plantation machinery but, (the managing 
directoi* claimed), most manufacturers have been cheating on 
local co ntent, pretending that they themselves made, or at least 
assembl ed, machinery which was actually imported from 
Malaysi:a, Singapore or Australia. The buyers of the equipment 
— the es tates — did not object, preferring known foreign brands 
and domestic plantation equipment tended to be more 
expensiv e, unless of course, heavily protected. The executive 
asked: *1Does the government really want a domestic industry 
now and will it take the necessary measures to promote it, or 
will it continue to penalise the honest manufacturers?" 

North Sumatra used to be plantation country during the 
colonial j»eriod and Indonesians have been relatively successful 
in maintaining the efficiency of the estates after throwing the 
Dutch ou:t, though some crops have changed. A few years ago, 
nearly tw o-thirds of total Indonesian estate rubber production 
was accounted for by the province, as was nearly 100% of the 
oil palm and kernel. Seven of 22 state enterprises for plantation 
crops ( PT Ps) are located in this province, supported by a long- 
established and high-quality research institute near Medan. 
The large: estates all have their own processing facilities and 
PTPs also manage their own marketing. 

Asin many other countries, the machinery industry in 
Indonesiz — such as it is — began from agriculture-supporting 
repair workshops. The Surabaya-Probolinggo area in East Java 
started as the service base for the sugar industry; Tegal, Central 
Java, developed as a centre for aiding rice cultivation; and of 





course, Medan supported the plantations. Many important 
workshops in these areas were formerly Dutch-owned and then 
taken over by the Indonesians who often formed state 
companies — and sometimes private enterprises — to manage 
them. Some became Indonesian-foreign joint ventures. 
Progress of these workshops has been slow and Jakarta now 
wants to give them a shot in the arm. 

Of course, plantation equipment is only one area of 
machinery industry being promoted. It was former industry 
minister A. R. Suhud's dream — and now Hartarto's also — to 
give Indonesia “a fully fledged engineering industry" by the 
end of the fourth plan. The government intends to accomplish 
full domestic manufacture of motorcycles by 1985. It is also 
prodding six major car manufacturers (five Japanese and one 
West German) to start assembling engines, then eventually 
raising local content of the engines to 100%. Local manufacture 
of car engines would just about complete the local manufacture 
of commercial vehicles, something which car makers as well as 
some economists have vainly criticised and resisted for being 
grossly inefficient. Indeed Indonesian-built cars are very 
expensive for the time being, but many consider their local 
production to be a feat and that, as the market grows and 
industry rationalisation advances, costs could come down 
eventually. 


construction equipment, ships, aircraft and 

telecommunications equipment. There is also a desire to 
manufacture Indonesia's own machine tools. A few years ago, 
Suhud stated that the annual output capacity of machinery 
workshops owned by the government was about 35-40,000 
tonnes and that total national capacity, including the private 
sector, came to 100,000 tonnes. But the annual import of 
engineering products was as large as 750,000 tonnes, Suhud 
said adding that, if domestic capacity could be raised to 400,000 
tonnes a year, this would create an additional value-added of 
at least US$240 million (at 1981 prices) as well as enormous 
job opportunities. 

In discussing the shape of the fourth plan, Planning Minister 
and chairman of the National Development Planning Agency 
(Bappenas) J. B. Sumarlin has been hinting lately that with 
agribusiness “on a modern commerical basis," the machinery 
and engineering industries and energy production will enjoy 
high priority. On agriculture, he said it was still the largest 
source of employment, accounting for more than half the 
nation's jobs and that it would retain its central importance in 
the Indonesian economy well into the future. 

The need to link agribusiness with machinery and engineering 
industries has also been newly stressed by Hartarto and also 
by Hasrul Harahap, who incidentally used to head one of 
the PTPs. Two presidential decrees of 1980, stating that 
hardware supplies for government-funded projects should be 
procured from domestic sources wherever possible, were meant 
to invigorate domestic industry including plantation machinery. 
The 1981 regulation repealing import duty and import sales tax 
reliefs on roughly 100 types of machinery used in sugar and 
palm-oil mills was a further indication of the government's 
commitment to help plantation-machinery manufacturers. 

The investment priority list for 1983-84, just published by 
the Investment Coordinating Board (BKPM), lays great stress 
on "rubber, oil palm, cotton and sugarcane estates" as well as 
"manufacture of machinery for the processing of farm and estate 
commodities." This vear the BKPM list, which used to be issued 
by the board's chairman, is signed by President Suharto. 

Indeed BKPM chairman Suhartoyo sees agribusiness and, to 
some extent, plantation machinery, as new frontiers for private- 
sector investment, domestic and foreign. There is a strong 
feeling that industries in the import-substituting manufacturing 
sector have been saturated and that the suggested shift to export 
orientation, subsuming greater scale and efficiency, will be 
casier said than done. In contrast, agribusiness has been 
relatively neglected and Suhartoyo is going to give it a boost. 
Recently he offered investors five plantation areas of 100,000 
ha. each in Kalimantan and Irian Jaya with various incentives, 
so that cash crops could be developed there. Suhartoyo 
estimates that each of these five areas would require an 


T: government is also pushing the manufacture of heavy 
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But it is pot going to be easy to attract investment into. 
agribusiness, as Suhartoyo well knows. Problems peculiar to 
this industry have included squatters, transport and port 
inefficiencies and, above all, land rights. In general, investors 
have felt a lack of legal protection and have tended to shy away 
from the industry. The news that the Japanese partners — 
including some of the biggest trading houses — in three 
agribusiness joint-ventures in southern Sumatra finally pulled 
out after suffering losses for years, will not help BKPM. The 
problem, according to the Japanese, was that they could not 
prevent squatters from taking the estate crops. Suhartoyo is 
not too worried about this, though: the Japanese misfortune 
was that they tried to grow food crops (corn and cassava) in 
densely populated areas, he said and added: “Their mistake 
need not be repeated.” 





particularly for prospective foreign investors, according 

to Suhartoyo, Basically the right to use plantation land is 
granted for only 35 years with a possible 25-year extension, 
which compares unfavourably with some other countries with 
an active plantations sector. Furthermore this right is not 
granted directly to a joint-venture company, which must 
therefore lease or rent land from a purely local-rights holder. 
Consequently joint ventures are prevented from using land 
which they cultivate as collateral. Suhartoyo has stated: “If we 
tamper with [the system of land rights], we might disturb the 
very foundations which support the political and social stability 
which is always strived for." 

What can be done is being done to encourage domestic 
private-sector investors to go into agribusiness. Suhartoyo says 
he has already talked with 13 leading business groups which 
were more or less willing to comply, given that many investment 
areas were saturated and these groups were looking for 
diversification opportunities. When these domestic investors 
prove successful, then foreigners will also be interested, 
Suhartoyo hopes. The legal problem will remain — especially 
for foreign investors — but business considerations could help 


Le rights title, on the other hand, is a real problem, 


HIGH TECHNOLOGY 


Cleared for takeoff ande =s: eo 
LCUTTA—7000! 
taxiing down the runway ^" 


hard not to notice the vast new manufacturing complex 

looming on the right side of the runway. This new facility 
covering an area of 38.5 ha. houses one of Indonesia’s most 
ambitious projects: one intended to boost the country’s 
capability in aerospace technology and — within a relatively 
short time — establish an internationally recognised aircraft 
industry. The fledgeling aircraft manufacturer's name is PT 

' Nurtanio, a state-owned company; the man behind this drive 
into high technology is Prof. Bacharudin Habibie, currently 
also state minister of research and development, one of the 
country’s most ardent proponents of advanced technology. 
And along with Nurtanio's progress, Habibie's influence is 
steadily growing — a trend which is causing great concern 
among his critics who fear he will waste precious financial 
resources on ventures with limited economic benefits. 
Nurtanio's new complex which is nearly finished is complete 

with assembly hangars, general workshop, composite shop, 
central storage, multi-purpose and management buildings as 
well as health, training and computing centres. And production 
activities are now slowly being moved from the cramped 
facilities at the existing manufacturing complex across the other 
side of the runway to the new one. In one of the new structures, 
young Indonesian technicians are already busy working on the 
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them overcome their fear, it is Miguel ELI TEE 
Raising the domestic content of plantation mills ts also i 
to be an uphill task, though Hartarto denies that there I 
been any cheating by manufacturers and expresses 
optimism about the future. The main problem will be fina 
Both Hartarto and Suhartoyo say that of 39 palm-oil e i 
scheduled to be built by 1989, 10 will be financed by the Wo 
Bank (presumably for PTPs) and 29 will be owned and fin: ince 
by the private sector. The World Bank normally insists on à 
international tender which at this stage militates A ijah 
cost domestic manufacturers. D s 
Even private investors in agribusiness may face difficu - 
obtaining good financing if they insist on high local content . 
they look to export-import banks and other export credit- — - 
financing organisations for funding, they are likely to have tc 
buy machinery from countries in which the funding institu iid 
are domiciled. Even if private investors are to raise the morie 
commercially in offshore money markets, foreign bankers rnay 
prefer well-known international manufacturers. Since inte: s | 
rates on rupiah are higher than on US dollars and since esta te 
owners can hedge foreign currency borrowings against expect 
export income, they would not normally be interested in r ge 
financing. Subsidised rupiah financing to raise local content | 
a theoretical possibility but is highly unlikely when the f bi 
government is freeing and raising domestic interest rates, — 
However, the government's desire to develop the plantation 
machinery industry is all too understandable. That prope 
will indeed brighten when agribusiness makes the new leap ` 
forward. Meanwhile, specialisation by machinery v 
manufacturers may go some way in raising the local content. Ww 
they concentrated efforts on boilers, threshing machines or _ S 
pressing equipment and produced them in quantity — insteacl 3 
of trying to manufacture every single item needed in a pa E pil 
factory — this might well lower costs and improve quality. E 
this would require some modifications to the current system | ; 
awarding a whole factory to one contractor on a turnkey basis. 
There are signs that some manufacturers are already moving 
towards specialisation — and succeeding at it. ' 
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airframe of the new 34/38-seater CN-235 turboprop transport. 
scheduled to roll out in September this year. Partly degno | 
and developed by Nurtanio itself, the success and timely — 
completion of this aircraft is crucial in determining Nurtanio’ 
credibility and future as a major aircraft manufacturer. a 3 

In an adjacent building technicians, operating on numerically 
controlled milling machines, are carving out airframe parts for 
two of Nurtanio's major product lines: the CN-212 turboprop 
light transport and the five-seater NBO-105 helicopter. — — 

Unlike its neighbouring textile mills, whose activity has — | 
slowed down considerably, Nurtanio's activity does not appe ir 
to be much affected by the current recession. But whether th 
pace can be continued is becoming less certain. World recessio 
is severely limiting the government's financial resources which 
Nurtanio depends upon for its continued expansion and sales 3. 
The government, so far, has been Nurtanio's major customer - 
and, with growing competition for precious government fund: 
doubts about the viability of high-technology ventures — whos 
benefits for the whole economy are still uncertain — are also — 
increasing. v 1 

The major arguments against Habibie's ventures are their. 
limited effects on the economy as a whole. It is argued thatan 
aircraft industry using precision and sophisticated technology - s 
has limited linkage with a domestic economy whose industrial — * 
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capac ity is also still very limited. TT 
Critic s fear that this would create an | VY 
economic enclave with closer links 
With «aerospace industries in 

devel oped countries and would thus 
incre ase foreign dependency. With 
anex tremely high-import content, 
even national security arguments for 
establishing a defence-related aircraft 
indu:stry evaporate in the event of a 
Blockade. There is also concern that 
Hab ibie, who operates quite 

vade pendently of other government 
dep:irtments and who reports directly 
‘to thie president, could easily grow 
out (5f control. Critics further charge 
that the specialised skills and 
techinology obtained would not be 
easi ly transferable to other sectors of 
the economy. 

R.ecently, in an address to the 
German Aeronautical Society, 
Haloibie took note of these issues. He 
clai ms that Nurtanio, with 
acc umulated investment costs and working capital funds of 
aro und US$85 million and US$140 million respectively, is 
economically viable. The company has since its third year of 
operation been profitable and by 1982 accumulated net profits 
rea ched about US$9 million, he explained. However, experts 
question whether these figures are merely operational profits 
which do not include large fixed costs like depreciation. Habibie 
also claims that domestic linkage effects have been created 
affecting some 116 local companies. But he did not elaborate 
further on the type and size of these firms. 


abibie, however, has a different approach to 
IH m where, unlike an economist, whose 

starting point often focuses on comparative advantage, 
Habibie begins with the need of an effective transfer of 
technology and, instead of maximising economic returns, talks 
about nation building. Habibie argues that an effective transfer 
of technology to improve the quality of labour and its 
productivity is vital for nation building. Having a large labour 
force and abundant natural resources is not enough — he argues 
— andto be competitive in world markets the appropriate 
techn log is'oftén one that is moreladvanced and 
sophisticatedQd! — ayo i à 

The field in which Habibie initially chose to acquire 
technology is aircraft manufacturing, an area which (he says) is 
Vital to strengthen Indonesia's political unity and develop a 
unified economy. But the choice is also an obvious one 
considering Habibie's background. He has a doctorate in 
aeronautical engineering from Aachen University in West 
Germany and has been director for applied technology in the 
major West German aircraft manufacturer MBB 
(Messerschmitt Bolkow-Blohm). Some have also pointed out 
that Habibie wanted to start out in a field where he felt most 
comfortable and where he was sufficiently confident of 
achie ving results. 

Now Nurtanio, after seven years of Habibie's leadership, is 
starting to show results but, an unknown entity when it started, 
Habibie's choice of foreign partners was limited to his former 
employer MBB and Casa (Construcciones Aeronauticas SA) 
of S pain — an aircraft manufacturer with close links with MBB. 
Nurtanio started out with the assembly (and later mahufacture) 
of airframe parts of Casa's CN-212 — a twin-turboprop light 
aircraft capable of Operating from remote airfields — and 
MI3B's BO-105 five-seater helicopter. Production capacity of 
each aircraft is about 18 a year. 

Now, with its credibility growing, Nurtanio produces under 
licence the following additional helicopters; the 24-passenger 
Aerospatiale Super Puma AS-332, the 10-passenger MBB- 
Kawasaki BK-117 and the 15-seat Bell Textron Bell-412. Until 
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CN-212 twin-turboprop assembly: 49 delivered of 145 orders . . . 


early this year a total of 49 CN-212s and 54 NB-105s had been 
delivered (out of a total of 145 CN-212 and 108 NB-105 
orders). 

About 75% of these sales has been to government entities 
with a large portion going to Merpati Nusantara Airlines, Pelita 
Airlines and the armed forces. Export deliveries have so far 
been limited to Thailand and account for merely 4% of total 
sales. This sizable domestic market has been helped by the 
president's call on government departments to limit purchases 
of goods, including aircraft, that are already being produced 
domestically. 

Jointly with Casa of Spain, Nurtanio is currently developing 
the 34/38-seater CN-235 aircraft which will make its debut in 
September this year. Flight-test programmes will follow and 





SMALL SCALE 


Subcontracting 
is the name 
of the game 


hen Masaki Wate, director in charge of procurement at 
W: Kubota based in Semarang, dropped in on several 


subcontractors in this old foundry town near Solo some 
weeks ago, production had slowed right down. The reason was 
Ramadan, the Muslim fasting month. Although this was an 
unscheduled visit quickly organised for this correspondent's 
benefit, Wate took the opportunity to make sure that shortage 
of parts and components would not disrupt the assembly of 
Kubota's small general-purpose diesel engines in Semarang. 

Dawam Ashuri, who casts aluminium water tanks that cool 
some of Kubota's engines, led his visitors to a sizable workshop 
where the main — and virtually only — asset comprises heaps 
of local moulding sand. It is this sand, which shapes up with 
little moisture and allows gas to escape easily, that gave Ceper 
(central Java) its specialised business. Happily pointing to piles 
of dusty tanks in one corner of the workshop, Dawan reassured 
Wate that stocks were sufficient. 

Samsi, who operates a limited partnership factory and casts 
pulleys and crank-case covers for Kubota, had just left for 
Jogjakarta, one hour's drive away from Ceper. As is often the 
case with small companies in Indonesia, no one but the boss 
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NB-105 five-seater helicopter: 54 deliveries out of 108 — now 85 locally made 





certification is expected by the end of 1984 with full production 
by 1986. 

Under the CN-235 joint programme, Nurtanio is totally 
responsible for the design and construction of the outer wing, 
rear centre fuselage, entire tail unit and the interior, while Casa 
is building the front füselage and wing sections. With a quoted 
price of around US$5 million for the CN-235, Nurtanio claims 
to have already received more than 100 orders, 70% of which 
come from the government and the rest from abroad. 

To gear up for its production programme, Nurtanio has so 
far recruited and boosted its number of workers to 8,500 — up 
from only 5-600 workers seven years ago. To develop this 
growing labour force Nurtanio is enlisting the assistance of the 
Boeing Co. of the United States and hopes eventually to become 


knew where the factory stood in terms of production, stocks or 
finances. Although Samsi's small factory typically adjoins his 
living quarters, it is among the most technologically advanced 
in Ceper, equipped with three lathes — which machine some of 
the cast products — and two diesel engines, one for power 
generation, the other for blowing air into the iron-melting 
cupola. 

The subcontractors' wives apologised for not being able to 
serve tea (because of Ramadan) and asked about the next 
payment, particularly as demand for cash would be heavy 
towards the end of the fasting month. Wate explained that, as 
in normal months when new parts and components are 


presented to Kubota on the 25th of the month, payment willbe | 


made for those supplied on the 10th of the month. By then 
Kubota will have tested the components and parts installed 
earlier and will pay for those accepted, rejecting and returning 
faulty ones. Kubota's reject ratios have come down through 
the years, partly because it has dropped subcontractors who 
consistently failed to meet specifications and often because 
angry subcontractors have cut their ties with Kubota. 

Dawam's reject ratio for May was only 3.1% for 350 small 
tanks and 0% for 10 large tanks he supplied to Kubota. The 
reject ratios for Samsi's eight items ranged between 0.6-7% , 
indicating still imperfect use of the lathes. But these two did 
rather well, compared to other subcontractors who suffered 
ratios of 7095 for some items. Kubota does not compensate for 
rejected products. 

Kubota has been among the more progressive foreign 
manufacturing joint ventures which have complied with 
Jakarta's desire to develop small industries through the use of 
the subcontracting system. Lip service has been paid to small 
industries for some time: on one hand, President Suharto's 
New Order government has been successful in pushing 
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an important subcontractor for major 
international aircraft companies. 

Within seven years Nurtanio's 
airframe manufacturing capabilities 
have also vastly improved. Back in 
1976 only 10% of airframe 
components were locally produced, 
but this year local manufacturing has 
reached 85%. Most of the raw 
material input requirements, 
however, continue to be 
imported. 

Meanwhile, Habibie's 
responsibilities are steadily growing. 
Several vears ago PT Pal, the state- 
owned shipyard, was put under his 
control. This was followed by PT 
Inka, the state-owned railway coach 
manufacturer, PT Pindad, the army 
defence industry and Puspitek, 
the Centre for Development 
of Research, Science and 
Technology. 

Habibie, however, is not entirely 
immune to the effects of recession. Two of 43 government 
projects affected by the government's rephasing measure 
include PT Pal's planned purchase of 10 Boeing hydrofoils 
costing US$500 million and US$274 million worth of equipment 
for Nurtanio. But this apparently did not deter Habibie from 
seeking additional cooperation ventures during his recent one- 
month trip around Europe. The possibility of a further 
deterioration in the government's financial condition appears 
to be far from management minds as reflected in one senior 
official's description of Nurtanio’s future to the REVIEW: "We 
are now still in the process of taxiing down the runway but by 
1986, with the CN-235 programme in full swing and with the 
completion of training of some 10,000 technicians, then we 
expect to start taking off." 








economic growth, centred on development of agriculture, 
natural resources and import-substituting light manufacturing; 
on the other, traditional local industries were neglected, 
resulting in a widened regional gap and a gap between the rich 
and poor, the argument went. 


Apart from state enterprises, whose key positions are 

essentially the preserve of the upper-class pribumi 
(indigenous Indonesians), foreign joint ventures dominated 
the modern large-scale manufacturing industries and, more 
often than not, their local partners were non-pribumi — that 
is, Chinese. On the other hand the tiny and stagnant local 
manufacturing industries tended to be in the hands of the 
pribumi; thus it was politically imperative that small industries 
should be fostered. 

The modern manufacturing sector which developed here has 
turned out to be heavily import-dependent on both machinery 
and raw materials and provides few opportunities for local small 
industries to grow with it. It was reasoned that, by linking the 
two sectors through a subcontracting system, the government 
could encourage small industries and at the same time reduce 
the import-dependency of modern manufacturing industries. 

The process should also have a revolutionary effect on local 
pribumi businessmen who, ever since the Dutch colonial period, 
were supposedly restrained from developing their acumen. 
Agriculture will require less manpower in future and modern 
industry tends to be capital-intensive. Consequently, small 
industries of all types must be promoted to absorb the large, 
rapidly growing labour force. But subcontracting is considered 
more promising than traditional handicrafts in terms of growth, 
value-added and spread effect. It was in the past few years, 
when shifting economic fortunes forced Indonesians to 


T hese gaps were complicated by their racial dimension. 
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contemplate their future, that subcontracting became an article 
of faith. 

But developing small industries in general and subcontracting 
in particular in Indonesia are no easy tasks. First, there are 
very few small manufacturing units which are technically 
capable of linking up with the modern sector. One study shows 
that of some 1.3 million manufacturing units registered in 
Indonesia in the mid-1970s, 95.7% belonged to cottage 
industries (employing fewer than five workers) and 3.7% to 
small industries (five to 19 workers). The rest were medium- and 
large-scale manufacturing units. Together the first two 
categories, accounting for 99.4% of productive units, were 
responsible for 86.5% of the total number of workers but for 
only 21.7% of the total product and 22.2% of the total value- 
added. Only about 10% of cottage-industry units used tools 
and about 1.5% machines. Very few small units and almost no 
cottage units used motor or engine power. 

Secondly, there is the pribumi problem: the fact remains 
that the group generally lacks entrepreneurship, many 
foreigners say. Some observers also see Indonesia's corporate 
ideology, having its basis in the state philosophy Pancasila — in 
which mutual help is stressed and competition rejected — as a 
possible hindrance to the development of entrepreneurial spirit. 
While this may be noble, it could lead to too little competition 
which in effect rewards the slothful, critics argue. Finally there 
is fear among foreign manufacturers that the government may 
take drastic and irrational action in an attempt to push 
subcontracting and warn that, while some official guidance may 
be effective, excessive action will only raise costs to the 
manufacturers and consumers. 

Kubota Indonesia's vice-president and effective chief 
executive Hiroshi Takano deserves credit for having sought 
out and nurtured subcontractors, instead of busily finding 
arguments why it was too early to do so. He readily admits that 
it was not out of the goodness of his heart that he began 
travelling all over Java looking for potential business partners 
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Aluminium water tanks for diesels: with special sand from Ceper. 








as soon as he arrived in Semarang five years ago. 

For one thing, there was the government's clearly 
overambitious plan to localise completely the production of 
smaller general-purpose diesel engines by 1985 — which not 
many people took seriously at the time. Takano was one of the 
exceptions and has been vindicated. Industry Minister Hartarto 
has recently reaffirmed the government's resolve to raise local 
content to 100% by 1985. 

For another, Takano wanted to cut costs and increase profits 
by using subcontractors. Subcontracting, as practised in Japan, 
requires no equipment investment by the purchaser: nor is the 
purchaser legally obligated to look after the subcontractors, 
though there is felt to be some moral responsibility to help out. 
Further, Takano thought that local subcontracting, replacing 
imports, would make for quicker delivery, cut transport costs, 
reduce loss and damage suffered during shipment and allow for 
a swift response to changed specifications as well as for earlier 
payment after shipment by suppliers. 


encounter with his prospective subcontractors, unlike 

many of his counterparts in the modern manufacturing 
sector. It is true that some parts and compoments allow a tiny 
margin of error as low as 0.001 mm., but there are others for 
which technical requirements are nowhere near as severe, he 
reasoned. He visited small plants in towns and villages such as 
Ceper and if some looked promising, left appropriate parts and 
components with their blueprints for test production. It took 
an average of about a year after the first meetings before 
subcontractors were taken on a regular basis. Kubota now has 
almost 40 subcontractors who are generally happy to have more 
regular work than in the past. 

Constant problems for Takano included low and/or uneven 
quality, delayed delivery and attempts to charge higher-than- 
promised prices. He was generally tough in dealing with these 
problems and trusts that those sub-contractors who have 
remained have learned their lesson. Kubota now manufactures 
10 types of general-purpose diesel engines of 3-22 hp. On 
average, 65% by value of the parts and components are still 
imported from Japan and 35% manufactured locally. Of the 
latter, 7076 is done by subcontractors — including some large 
and specialised parts-making joint ventures — and 30% by 
Kubota's own plant in Semarang. 

The trouble is that it will become increasingly difficult to 
raise the local content without heavy investment. Heavy fly- 
wheels will soon be made by small subcontractors and a joint- 
venture parts maker may begin supplying covers for bearing 
cases and crank shafts raising local content by another 5%. But 
beyond that it is impossible to localise production without 
paying a high cost penalty because the scale of production, at a 
total 3,000 units per month, is too small. It may make sense to 
have a joint-venture parts manufacturer build radiators if 
Kubota can agree with Yanmar and Mitsubishi (which are in 
the same business) to place joint orders. Even if this happens, 
it will not help small local businesses directly. 

Kubota may claim to have reached a certain limit. But there 
are many other producers in the modern sector which have not 
tried as hard and could be asked to do so. A study by the 
Industry Ministry here has identified areas in which 
subcontracting may be fostered: agricultural equipment, motor 
vehicles, plant equipment, electric and electronic equipment 
and unmotorised vehicles (bicycles and pedicabs). The same 
study contains some ideas for the future. The government could 
provide incentives — fiscal and otherwise — to large industries 
to promote subcontracting. Legislation is another possibility, 
the study says: once it is decided that subcontracting is a must, 
the likelihood is that the government would effectively force 
large manufacturers — which are understandably afraid of this 
— to comply. 

But, if the government is reasonable to them and at the same 
time extends appropriate credit, education and training to 
prospective subcontractors, it may be able to establish a vital 
link between the modern and traditional sectors of the 
manufacturing industry. This would spread the relative 
successes of the modern sector to the neglected traditional 
sector and is certainly worth a try. 


T akano did not give up after his initial disappointing 
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The ideal money- 
making machine. 
The CN-235. 


CASA and NURTANIO 

- present a first class aircraft 
the product of first class planning 

The first regional transport aircraft 

specifically created to meet contemporary 
requirements. An aircraft that perfectly 
balances luxury and economic operation 
Spacious, comfortable, with more cabin- 
capacity for more passengers. Thirty-eight or 
forty passengers with ample elbow-room. An 


A^ 
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aircraft with 6 ft. 3 in. of headroom down the 
aisle which your flight attendant will 
appreciate And 8 ft. 10 in. maximum cabin 


width, to insure superior comfort. All this, plus 


technology combined with commonsense 
solutions that maximize profits 

Because it is only commonsense to 
power an aircraft with the compact, rugged 
General Electric CT 7-7 turboprop engines 
that have the lowest fuel consumption among 
engines of their class. As it is careful 


commonsense to achieve aerodynamic design 


that provides operating adaptability to routes 
either short or medium. And commonsense 
also to save structural weight by using com- 
posite materials. fiberglass and carbon fiber 
The CN-235 is the ideal money-making 
machine. Because it combines reasonable 
price and ease of maintenance with a large 
rear cargo-ramp door via which configuration 
can be quickly changed from passenger to 
cargo or combi layouts. And via which quick 





loading and unloading can be effected of a 
baggage container 

An aircraft totally thought out for today 
A first class aircraft. For its design, technology. 
multi-purpose versatility, easy maintenance 
and low consumption 


Technical characteristics 
e Power plant: 2 G.E. CT 7-7 turboprops rated 
at 1700 s.h.p 
e M T.W.: 28,658 Ib. (13.000 kg ) 
e Cabin volume: 1528 cu. ft 
e Max. cruise speed: 245 KTAS 


One hundred and four CN-235's have 
been sold to date 


CASA-NURTANIO 


For further information. contact: Construcciones Aeronáuticas, S. A: Rey Francisco, 4 - Madrid-8. Spain. Telephone: 247 25 00. Telex: 27418 
Or contact: PT. Nurtanio: BPP Teknologi Bid, JIM.H. Thamrin 8, Jakarta, Indonesia. Telephone: 322 395 Telex: 44331 ATP. JKT. 





NV125S 


MITSUBISHI 


MITSUBISHI MOTORS CORPORATION TOKYO. JAPAN 


MITSUBISHI 
OTORS 





HROT GLASS 


with Mitsubishi Trucks 


At Mitsubishi we've long understood the philosophy of good 
quality. Like you, we know that second-best is never good enough. 
That's why we dedicate ourselves to the development of first-class 
vehicles. Vehicles made with pride, so they can be driven with pride. 

Unbeatable quality is in evidence throughout the Mitsubishi 
truck lineup. Take the heavy-duty NV125S dumper, for example. 
It features an amazingly large 16cu.m. capacity ideal for transport- 
ing oversize loads through desert terrain. It also comes with an 
extra-long 6,550mm wheelbase and spoke tires with trilex rims for 
extra maneuverability. And its dustproof Mitsubishi diesel engine 
yields a maximum output of 310ps/2300rpm with hefty 16,000cc 
piston displacement. 

The NV125S is just one of a complete lineup of Mitsubishi 
trucks engineered and constructed to provide superior perform- 
ance under the most rugged operating conditions. They're available 
in models ranging from 3500 all the way to 61,065kg GVW. 

Mitsubishi trucks. Built tough to take you and your cargo 
wherever you have to go. Dependably. In first class. 
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anda brilliant magazine! 








“Coffee, tea 
or beer?" 


Qur coffee, tea 
and beer are 

all home-grown 
-and that 5 not 
the only thing 
that5 unique 
about flying with Air Niugini. 
The hospitality is Melanesian and 
utterly un-plastic. And the airlines 
magazine is so absorbing that 
people not only read it, they 
actually take out paid sub- 
scriptions! 





A lavishly presented glossy, 
‘Paradise’ presents an 
inside view of the country 
that has fascinated 
adventurers, art collectors 
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and anthropologists for sonia 


Read all about it. 

Did you know there are still over 
700 languages spoken in Papua 
New Guinea? That the country 
is regarded as paradise by bird 
watchers, white water rafters and 
orchid growers? 

That artifacts from the Sepik 

are treasured by museums and 
galleries the world over? 

That wild deer by the thousands 
roam the western plains? 

That although PNG is almost on 
the Equator, there is often snow 
on top of Mt. Wilhelm? 

That tribesmen in ritual regalia 
still gather for traditional ‘Sing- 
Sing’ in the PNG Highlands? 
Air Niugini will fly you to PNG 
and show you 
around. 

Air Niugini 
runs regular 
services 

from Sydney, 





| Brisbane, Cairns, 
Hong Kong, 
Manila, 
Singapore, 
Auckland and 
Honolulu to 
Port Moresby. 
The National 
Airline also services 20 separate 
destinations within Papua 
New Guinea. 





For further information please 
contact your Travel Agent or 
nearest Air Niugini Sales Office. 


Hong Kong Eugene Zau 5-24 2151 
Singapore Tan Soon Heng 235 4958 
Manila Howard Lahari 864713 
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By elephant across the river: a period of boom and bust. 


HISTORY 


Days of wine and flying foxes 


Tales from the South China Seas edited 
by Charles Allen. Andre Deutsch and 
the BBC. £10.95 (US$16.60). 


IN 1975 the BBC broadcast a series called 
Plain Tales from the Raj, in which Old 
India Hands reminisced over the air about 
their days as administrators, soldiers, box- 
wallahs or mems. It was an instant success, 
and led to a book compiled by its pro- 
ducer, Charles Allen; a picture scrapbook 
entitled simply Raj; a further series and 
book. Tales from the Dark Continent, of 
similar anecdotes by Africa hands, and fi- 
nally to this book (also a radio series), 
which concentrates on what is now Malay- 
sia, with a couple of excursions to 
Brunei, Singapore and even China. 

The great appeal of the radio program- 
mes was that they were the authentic voice 
of Empire. Their contributors — decent 
chaps, to a man — though aging, still had 
the ring of authority. Their memories 
were clear, their views were incisive. And 
thankfully, due to Allen's masterly edit- 
ing, they come across as well in print as 
they did on the air. Many of the people in 
this latest volume such as Richard 





Broome, John Davis and “Tommy” and | 
love for Malavsia and its people, a love 


Peter Lucy — have been quoted many 
times before in, for instance, Noel 
Barber's Sinister Twilight and War of the 
Running Dogs. But they still have some- 
thing fresh to say. 

This is. partly because, while other 
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books have concentrated largely on the 
fall of Singapore and the post-war period 
— or have concentrated on the earlier 
period of the opening up of Malaya to 
British dominance — this work mostly 
covers the period between the wars. The 
peace period was one of boom, when even 
the smallest Chinese kedai sold cham- 
pagne and caviar, and of complete bust, 
when some rubber planters, hanging on 
without wages until times improved, lived 
on curried flying fox and vegetables 
gathered from the jungle. 

Urban social life was almost a parody of 
officers’ mess upper-class England, but in 
the ulu an administrator would be given 
the place of honour in a longhouse — 
nearest to where the shrunken heads were 
kept. There were all the comforts of 
home, but unbearable loneliness for men 
who spent weeks or months alone and who 
were not allowed to marry for years — 
until their social standing and salary 
reached the correct level. 

All manner of emotions run through 


| these accounts: sadness, humour, horror, 
| rage — particularly at the disaster of the 


"defence" of Malaya and the fall of Singa- 
pore to the Japanese but most of all 





which persuaded many of the con- 
tributors, such as Sjovald Cunyngham- 
Browne and Tàn Sri Mubin Sheppard, to 
stay on long after the sun had set on this 
particular corner of Empire. || — M.MacL 
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Heflections of 
yesterday 


The Lights of Singapore by Roland 
Braddell. Oxford University Press, 
Kuala Lumpur. HK$50 (USS7). 


SEVERAL of the contributors to Tales 
from the South China Seas have written 
books with titles such as Crowded Hour 
or The Sarong and the Kris which might 
well have read something like this charm- 
ing account of pre-war Singapore. A re- 
print of a book first published in 1934, this 
is a genuine period piece. Braddell (of 
Braddell Road?), the scion of an old colo- 
nial family, wrote in a rambling, discursive 
style, part autobiography. part tourists 
guide to Singapore, even part free-trade 
political tract in defence of Singapore. 

One of the fascinating things about it is 
how, even in those days, Singapore ap- 
pears such an advanced city — "so new, so 
very George the Fifth." The death rate is 
little higher than in a comparable Euro- 
pean city and the water can be drunk "uns 
filtered from the tap." Moreover: “Singa- 
pore . . . has stood up splendidly to the 
economic storms of the past four years; we 
have large surpluses, little public debt, 
low taxation, and a more than balanced 
budget. How many places in the world can 
say that?" How many, indeed, apart possi- 
bly from present-day Singapore. 

Even his description of film censorship 
has a curiously modern Singaporean ring: 
“All films are objectionable which depict 
murders, robberies . . . violent assaults on 
females, or which will obviously tend to 
produce racial ill-feeling, set class against 
class, outrage religious sensibilities . . 
bring the laws. . . into contempt, encour- 
age immorality . . . or give rise to a feeling 
of unrest or insecurity.” 

The excursion into films, including a list 
of top grossing films in Singapore in the 
early 1930s, is typical of the many byways 
into which Braddell ventures, and which 
are what give this book its main interest, 
ranging from the humorous to the very 
touching — in his story of his encounter 
with the “ghost” of Frances Barber. 

Even Braddell's overt racialism, out 
rageous in a modern context, can be seen 
as part of his period charm. It is by no 
means malicious, just part of his make-up, 
as is his recipe for life in the Orient: 
“Never take an entirely cold bath, never 
sleep with your stomach uncovered, put 
disinfectant immediately on any kind of 
cut or skin abrasion, and use alcohol 
just as a sane-living person would in 
Europe. 

"Don't admit you are living in an Orien- 
tal country; live as nearly as possible às 
you would in Europe .. . 

"Above all, never wear a sarong and 
baju; that's the beginning of the end." 

— M.MacL 
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By Paisal Sricharatchanya 

Bangkok: The Thai Government and 
Union Oil Co. of Thailand, which have 
been locked in a prolonged dispute over 
estimates of gas reserves in Thailand's 
offshore Erawan field, are expected to 
reach a compromise arrangement to 


- minimise any adverse impact on gas 


— supplies resulting from the latest redeter- 


"IA 


— mination study — which puts the field's re- 


coverable reserves at only 40% of what 


— was originally estimated. 


The study by Dallas-based DeGolyer 


— and MacNaughton (D. and M.) conducted 


at the request of the conflicting parties, 
was finalised in late July with the conclu- 
sion that the Erawan field's recoverable 
reserves are 628 billion cu. ft — as against 
the 1.58 trillion cu. ft calculated by the 
same firm in 1979 before Union Oil em- 
barked on field development and produc- 
tion. 

The findings have added a new twist to 
the long-running controversy. On the 
basis of the original estimates, Union Oil 
was contracted to supply the Petroleum 
Authority of Thailand (or PTT, Thai- 
land's state-run oil company) with 200 mil- 
lion cu. ft of gas daily from September 
1981, rising to 250 million cu. ft a day from 
mid-1982. But owing to complicated and 
faulty reservoir structures in the field, 
which were not foreseen, actual produc- 
tion has been substantially below the con- 
tracted volumes. Average daily produc- 
tion in 1982 was slightly less than 130 mil- 
lion cu. ft, though supply was boosted to 
around 155-160 million cu. ft in July. 

Union Oil insisted all along that the 
shortfall was beyond the company's con- 
trol. In mid-1982 when production was at 
the low ebb of around 110 million cu. ft, 
the company re-estimated Erawan's re- 
coverable reserves at only 489 billion cu. 
ft, or roughly a third of the original figure. 
But the PTT did not buy the "force 
majeure" claim. Exercising a penalty 
clause in the gas-purchase agreement, the 
authority has been paying for part of the 
actual gas supply at 80% of the agreed 
price under a complicated formula, the 
details of which have never been fully 
explained. 

The latest D. and M. estimates are 
likely to strengthen Union Oil's position 
in the dispute. The emerging crucial ques- 
tion is whether the PTT will have to reim- 
burse the American concessionaire for the 
price reduction it unilaterally imposed. 
The sum in question has not been officially 
disclosed, but local press reports put it at 
more than Baht 1 billion (US$43.5 mil- 
lion). Any reimbursement will no doubt 
deal the state-run corporation a serious 
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blow. The PTT's financial position was re- 
versed from a Baht 966 million loss in 1981 
to a Baht 937 million profit last year. 

Shortly before the new estimates were 
made public, PTT officials were optimistic 
about the outcome of the redetermination 
study. They took the relatively high pro- 
duction volumes in July as an indication 
that the Erawan reserves were substan- 
tially larger than Union Oil's low esti- 
mates. Meanwhile, senior D. and M. exe- 
cutives were scheduled to present their find- 
ings officially to the conflicting parties in 
mid-August. 

At 628 billion cu..ft, the daily contract 
quantity, or the minimum daily supply 
that Union Oil is contractually obliged to 





Nakasone in Bangkok: no market for LNG. 


produce, will be only slightly more than 
100 million cu. ft. But actual production is 
unlikely to alter as a result of the latest es- 
timates — a company spokesman has al- 
ready pledged that the present gas supply 
from Erawan will not be reduced. 


he below-target. gas supply has trans- 

lated into lower-than-expected foreign- 
exchange savings (on imported oil). For 
instance, the Electricity Generating Au- 
thority of Thailand (Egat) — another 
state-run corporation, in charge of all 
power generation, which has been the sole 
taker of gas since the beginning — has 
sunk an enormous investment into switch- 
ing from bunker oil to gas (representing 
roughly 20% in energy-cost savings) at 
power-generating facilities south of 
Bangkok, only to receive dbout half of the 
Originally contracted gas volumes. Tech- 
nical disruption has been minimal since 








f Revised estimates of Erawan reserves complicate a controversy 


Turning the gas down 





the dual-firing facilities can take either gas 
or oil. | 

PTT purchases gas‘from Union Oil on 
behalf of the Thai Government and re- 
sells it to Egat. Siam Cement, largest of 
the three cement producers here, partially 
shifted to gas at its Saraburi plants horth of 
Bangkok on a trial basis recently; but like 
Egat, its gas intake was far below what was 
originally contracted. 

Petroleum industry sources believe 
Union Oil has encountered genuine diffi- 
culty at the faulty Erawan reservoir struc- 
tures. To boost gas supply, the company's 
investment in field development and pro- 
duction is believed to be considerably 
higher than originally planned. 

But the higher costs are partially offset 
by a number of favourable factors. These 
include a larger-than-expected production 
of condensate (at án average of 42 barrels 
per | million cu. ft of gas) which yields a 
good price; the high heating content of the 
gas (the company is paid on a British ther- 
mal unit, or BTU, basis rather than per 
million cu. ft), andthe declining costs of 
production equipment (as. a résult of the 
current worldwide oil-exploration and 
production cutbacks). 

Although company executives declined 
to discuss figures, informed industry 
analysts believe the original Erawan gas- 
sales agreement was negotiated and 
finalised on the basis‘of an 18% rate of re- 
turn. This is believed to have come down 
closer to 14-15%. now as a result of in- 
creased investment. It would have been 
considerably lower if there had been no 
favourable offsetting factors. 

Calculated on an escalating scale and 
linked to five major-elements — including 
an oilfield-machinery price index, the 
United States wholesale-price index and 
Singapore fuel-oil prices — the gas price 
now is understood to be around US$2.60- 
2.65 per 1 million BTUs. 

Informed sources said the five addi- 
tional gasfields ifi the Gulf of Thailand 
which are covered under Union Oil's sec- 
ond: gas-sales contract contain similarly 
complicated geology. However, it is un- 
likely there will be any serious supply- 
shortfall problems such as those encoun- 
tered at Erawan. When supply from Era- 
wan (the first contract) began, there were 
few wells ready, but when» production 
starts from the second contract in early 
1985, many wells will have been de- 
veloped (REVIEW, Aug. 4). 

Meanwhile, little progress was achieved 
during the first round of talks here on 
August 2 between the Thai LNG Co. —a 
government-backed, wholly "Thai-owned 
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pilot company set up last October to 
undertake the ambitious liquefied natural 
gas (LNG) exports project — and two Ja- 
panese groups which were selected as po- 
tential foreign partners in the scheme. 

The stalemate is said to have resulted 
from a disagreement between Mitsubishi 
Corp. and the consortium of Mitsui and 
Co., Sumitomo Corp. and Marubeni 
Corp. over their equity holdings in a joint- 
venture firm which will be created later to 
get the project off the ground. While the 
former proposed that both groups should 
have 10% each, the latter consortium re- 
portedly wanted to hold more than 10%. 
The next round of talks is scheduled for 
early October in Tokyo. 


U nder official plans, the Thai pilot com- 
pany is targeted to hold 60% equity in the 
proposed joint-venture firm, leaving the 
remainder to be taken up by foreign 
partners which, apart from the two Japan- 
ese groups, would be likely to include 
Texas Pacific Thailand Inc., the local 
operating subsidiary of Texas Pacific of 
Dallas, Texas. 

A Thai Government decision late last 
year to take over the LNG scheme by ac- 
cording it the status of a "national project" 
sparked off an international controversy 
following s worded protests by 
Texas Pacific ( EW, Nov. 12, '82). 
After several years of unsuccessful negoti- 
ations with the government for a domestic 
gas-sales contract, Texas Pacific first ini- 
tiated the LNG project in mid-1981 fol- 
lowing verbal assurances of support by 
then industry minister — Chatichai 
Choonhavan. 

Although the government has not spell- 
ed it out, Texas Pacific's substantial gas re- 
serves in the gulf are understood to be ear- 
marked for the scheme. But ironically, the 
government has recently resumed talks 
with the concessionaire for a domestic gas- 
sales agreement. Texas Pacific was not in- 
vited to the latest LNG talks. 

Most industry analysts are sceptical 
about the eventual success of the Thai pro- 
ject, estimated to cost about US$3 billion. 
The possibility of selling Thai LNG to 
Japan — the largest market in Asia — be- 
fore 1990 is now ruled out. During his re- 
cent visit to Bangkok as part of his Asian 
tour, Japanese Prime Minister Yasuhiro 
Nakasone told the Thais that Japanese de- 
mand until then was already met with 


existing contracts from other LNG export- | 


ers (REVIEW, May 12). 

Earlier hopes that the Thai product may 
find a new market in South Korea have 
also been dashed, given the recent finali- 
sation of Indonesia's LNG exports to that 
country. (Indonesia and South Korea 
were reportedly scheduled to sign a con- 
tract in the second week of August, in- 
volving 2 million tonnes annually over 20 
years.) But the fact that negotiations with 
the Japanese groups are proceeding indi- 
cates that the Thais still see a possibility 
for a deal in the longer term. "| 
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| Bontang LNG plant: the tap turns on. 





Indonesia is to sign an LNG supply contract with South Korea, 
though overall, gas export prospects are not too bright 


By Manggi Habir 


Jakarta: Disagreements which have 
stretched talks on a long-term liquefied 
natural gas (LNG) supply contract to 
South Korea for more than two-and-a-half 
years have finally been settled. South Ko- 
rean diplomatic sources in Jakarta have 
confirmed earlier reports that Pertamina, 
the Indonesian state oil company, will sign 
a 20-year contract with Kepco, the South 
Korean electric power company, to supply 
2 million tonnes of LNG a year. 

This contract will add some US$550-600 
million in annual export revenue after 
shipments start in 1986, stressing the im- 
portance of LNG as a major foreign- 
exchange earner. In 1982, LNG exports 
amounted to US$2.4 billion, representing 
Indonesia’s second-largest export item 
after oil. But given the massive commit- 
ments which both buyers and sellers must 
make and the rapidly changing world 
energy scene, there are worrying signs 
about future LNG export growth. 

The primary issue which held up the 
talks was transport. The Indonesians ori- 
ginally wanted to charter two tankers from 
third parties to ship the LNG, while the 
South Koreans insisted on having Per- 
tamina purchase the ships from South Ko- 
rean yards. Eventually, after the interven- 
tion of heads of state on both sides, it was 
agreed that the question of LNG ship- 
ments was up to the Indonesians, 

Sudarno Martosewojo, Pertamina’s 
LNG coordinator, recently told the 
REVIEW that Pertamina is now making ar- 
rangements to charter two tankers. One 
consideration was that any tanker pur- 
chase would involve borrowings which the 
government would like to avoid, he 
explained. 


ee 


The agreed LNG export price report- 
edly was set at US$5.10 per million British 
thermal units (BTUs) on a cif basis, con- 
siderably below the US$5.78 per million 
BTUs negotiated with Japan two years 
ago. The price drop is actually more pro- 
nounced, as the earlier contract was on an 
fob basis. 

The signing of the South Korean con- 
tract is expected to trigger negotiations on 
tenders to build an LNG expansion facility 
as well as discussions on financing ar- 
rangements. Chiyoda Engineering of 
Japan, which is building the two-train ex- 
pansion facility in Arun, has an obvious 
advantage, being familiar with the terrain, 
But others are expected to compete vigor- 
ously for the tender. Japan Gasoline Co., 
Bechtel and Fluor Eastern of the United 
States and South Korea's Hyundai and 
Daelim construction groups have been 
mentioned. 

But financing has not yet been firmed 
up. US bankers have indicated that the 
financing will come from Japanese banks. 
Long-Term Credit Bank of Japan, which 
is one of those involved in financing dis- 
cussions, said they were still in prelimi- 
nary stages and that talks on more specific 
terms and rates would probably take place 
by the end of this year. Sudarno, however, 
expects financing terms and construction 
tenders to be completed within one or two 
months. 

PT Arun, a joint venture between Per- 
tamina (55%), Mobil Oil (30%) and Jilco 
(a consortium of Japanese LNG buyers in- 
cluding Chubu Electric, Kansai Electric, 
Kyushu Electric, Osaka Gas, Nippon 
Steel and Toho Gas) — with 15%, is cur- 
rently operating a three-train unit at Lho 
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This is one reason why Indonesia is try- 
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Prices of principal commodities areona i rapid climb, 


but the rise may not be sound ly based 


By y Daniel Nelson. 


| London: The view that primary sontmod: 
.| ity prices had tiowhere to go but up, is be- 
| ginning to be confirmed o 
ith | markets, Prices: are rising: across A fairly 
m-'| broad front, | 
"There are signs that a- recovery may be 











but -caution. still. reigns. 


under way, particularly in minerals,” one 


trader told the REY EW, “but it is à PESE 


ant recovery.” 

Prices for a. range of hard. and soft. com- 
Bodies are on an upward trend, but the 
pace of the movementis open to question. 
Evidence of a turnaround in prices comes 
from the Bank of England's Quarterly 
Bulletin. A commentary- -in the March 
ois vier con- 
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“The xs bulletiiy, i, however ót 
that ' ‘the steep decline in’ primary com- 


ECONOMIC MC 





Sydney: There are clear signs that the Aus- 
tralian economy is slowly moving out of re- 
cession, but sustained growth could easily 


be jeopardised by a number of factors. For- 


instance, inflation, as measured on the 


 €onsumer price index (CPD), has: fallen 


ily inthe year to June, but it could 
emain high over the soming y | ear, 
“annual inflation ra at. 
1at 11.296, up from 10:496 in 










id | vious year. Ona quarterly basis, the'iaflà- 
tion rate has fallen consistently: from 


3.9% inthe September quarter, to 3% in 


the December quarter, 2.2% inthe March |. 


quarter and 2:196 in the June quarter. 


With a wage freeze in place for the first | 
half of 1983, CPI growth would have fallen — 


more sharply but for a sharp 4.5% rise in 
food prices; 
creases that followed the drought: Now, 


the federal government is süpporting. the | 
| | unions’ demand for a 4.3%: ‘wage rise to 
| offset a CPI rise of the same size since the | 
| freezing of wages. Any increase ininflatio- - 


_ nary pressure now would have substantial 


- | implications for any: sustained: STEpTONE | 
an. | mentinthe economy: LAR . Hi 
| » Recently, sd Organisation. 01 Econo: | rol àj 
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ie | in the savings ratio to 13. 
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| inódity prices dic Hem in late 1980: was 
arrested towards the end of 1982. Since 


then many. prices: have. risen quite 


| strongly. Measured. by. The Economist 
 magazine's commodity index, the rise 


from October to May. was 20% in sterling 


terms, 16% in US;:dollars and. 10% in 


terms of [special drawing rights]." 

There appears to bé no single factor be- 
hind the improved position — certainly 
not significantly rising.demand as a result 
of the bottoming-out of global recession. 
Fundamentals in some commodities are 
against a major shift. in prices. Yet 
aluminium, for example, has hit record 
levels on the London Metal Exchange i in 
recent weeks. TE 

Most Southedst: Ana prodüséd com- 
modities have been performing better in 
recent months, but palm oil, for one, illus- 
trates the uniqueness to each commodity 
of the underlying factors which nave pro- 














forecast that P would con- 
tinue rising to 11.25%. from its present 
level of around 10%. The high level of un- 
employment (now. standing! at 722,000) 
has had à salutary.effect- on. consumer 
spending, which roseonly 1. Pon in Enon 
months to end-March. Ep 

"At the same time, there jàs an increase 
4% ‘by the end of 
March, compared with 11.7% a. year ear- 
lier. Thé added attraction to savings has 
been: the- high. level. of. domestic i interest 
‘rates, with the prime r hi 
‘banks now at arow ; i 

Domestic interest rates am expécted to 
_remain high, since the federal government 
is facing a budget deficit of A$8.5 billion 
'(US$7.5 billion), considerably higher than 
‘the 1982-83 deficit of A$4.47 billion, 
which in turn was A$2.79 billion higher 
than the government hád estimated. The 
funding of the projected. deficit for the 
- next fiscal year will keep interest rates 
“under pressure and the authorities will en- 
pow Jevels are 

































higher than at the beginning of the year. 
"It's clear that we have seen the last of 
US$350 palm oil, or even of US$400 oil, 

for the moment," commented one trade 
source (the present price is around 
US$470 a tonne). 

Although Peninsular Malaysian output 
is lower than in 1982, the high degree of in- 
terchangeability of products in the oils- 
and-fats market means that it is unlikely to 
be a crucial factor. Changes in demand 
also exert only a small influence. 

Any demand factor in the current situa- 
tion, says Arthur Lysons of Unilever, is 
"so small as to be immeasurable. It fades 
into insignificance against the potential 
weather impact on the [United States] 
soyabean crop." Supply considerations 
are all important. The out-turn of the 
soyabean crop exerts a major influence 
on world trade in oils, of which it accounts 
for 4095. 

The first catalyst in the situation was the 
new-season announcement of a 12.5% cut 
in US soyabean acreage, a higher figure 
than had been anticipated by the market. 
In addition, unfavourably hot and dry 
weather conditions led to expectations of 
reduced yields. These factors pushed up 
edible-oil prices from March, with a sud- 
den surge in July. 
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mates of 1.65-1.9 billion. Since 100 million 
bushels roughly equals half a million ton- 
nes of oil, prices will almost certainly con- 
tinue to be higher than the levels of the 
past two or three years. Palm oil at 
US$470 a tonne is about 13% below soya, 
making it comparatively cheap: it nor- 
mally hovers within a range of 10% more 
or less than soya. 

Demand has been a more significant 
factor in the case of rubber, with the physi- 
cal price on August 5 touching £830 a 
tonne compared with £500 at the begin- 
ning of the year. (As with other com- 
modities, the price was given an additional 
boost by the weakness of sterling against 
the US dollar.) 

Tyres account for about three-quarters 
of natural-rubber usage, and a Dunlop 
spokesman described the tyre business 
worldwide as “a bit bloody." More than 17 
tyre factories have closed in Europe in the 
past four years. However, there are indi- 
cations of a revival in the US car market. 
Several traders also noted the impact on 
prices of Japanese purchases of three- 
sheet rubber, and of continuing but inter- 
mittent interest by China and the Soviet 
Union. 


Basically, however, the market has 
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The sustained inflow during the year 
was expected following the devaluation of 
the Australian dollar by 10% against the 
US dollar in March, when there had been a 
rush of hot money out of the country as 
speculation mounted over the outcome of 
the federal election. Since the devalua- 
tion, though, the Australian dollar has 
slowly regained some of this loss. 

The dollar devaluation had a marked 
impact on imports, which fell 4% in 1982- 
83 to A$21.58 billion. Meanwhile, the in- 
flationary effects of the devaluation were 
largely offset by the wage freeze. 

There are indications, then, that the 
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Australian economy has bottomed — but 
there are few pointers to a strong improve- 
ment in the outlook. Private-sector spend- 
ing is still depressed and is not expected to 
rise until either interest rates ease signifi- 
cantly (which is unlikely in the near future, 
given the high budget deficit), or there is a 
sustained rise in demand, which also is not 
expected in the short term. However, fol- 
lowing large-scale retrenchments in many 
sectors, the private sector is much leaner 
than before, and will be able to move 
quickly to take advantage of recovery. 

Spending on private housing construc- 
tion has fallen consistently over the past 
year — from A$1.14 billion (in constant 
1979-80 dollars) to A$1.001 billion and 
A$992 million in each of the three quarters 
to March. Spending on plant and machin- 
ery also has fallen from A$3.16 billion to 
A$2.73 billion and to A$2.62 billion in the 
same three quarters. 

The bright spot is a rise in the level of 
new home approvals, which rose to 30,000 
in the March quarter from 26,300 in the 
December quarter. Further rises are ex- 
pected. 

While a number of forecasts now point 
to a real growth rate over the coming year 
for the Australian economy, the bulk of 
such growth is due to the much improved 
outlook for the rural sector following 
drought-breaking rains earlier this year. 

But the important resources sector still 
faces a difficult short-term future, with 
indications that demand for iron ore and 
coal from Japanese steel mills will remain 
soft. — BRIAN ROBINS 
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been thin. “Lacklustre” was how a dealer _ 
with London-based commodity house — 
Czarnikow described it, owing to the tra- — 
ditionally quiet summer period, continu- 
ing high interest rates militating against — 
the build-up of stocks and above all, “the — 
straitjacket imposed by the buffer-stock — 
mechanism" — by which, under an intema- _ 
tional agreement, prices are controlled, —— 

Nevertheless, there is almost unanim- 
ous agreement here that this year's price ` 
rises have been on the back of very Me 
speculative buying. The appearance of a — 
new band of investors often buying and ` 
selling on trends rather than underlying — 
factors, is a development observed in vir- — 
tually all commodity trading. oi 

There is a widespread feeling that bu — — 
fer-stock sales of rubber will start soon, —.— 
when the price reaches 245 Singapore 
cents (115 US cents) a kg. There is alsoa | 
general feeling that prices will continue to — 
push upwards, perhaps to 300 S cents in. — 
the final quarter of 1983 or the first half of 
1984. A spokesman for Packol, an arm of. .— 
Merrill Lynch, said that some production — 
had been lost during the recession. The. .— 
imbalance between production and con- ^ 
sumption had not been corrected and ` 
there was widespread expectation of a ~ 
shortfall in the next five years. | 

Buffer-stock influence has also played a 
key role in another important Southeast — 
Asian commodity, tin. A Gill and Duffus - 
dealer said the buffer manager had been - | 
very active in supporting thé market “at à 3 
fairly artificial level.” On: August 5 the 
price for three-month tin was £8,720 a 
tonne compared with £7,400 in January, — 
despite considerable amounts of the metal- 
overhanging the market: the buffer-stock — 
manager disclosed 32,806 tonnes at the - 
end of March, in addition to which he had - 
21,569 tonnes from the previous Interna- 
tional Tin Agreement. 

Smuggling from Thailand, a major tin 
producer, is reported to be at a high level, —— 
but the imposition of export controls has : 
not yet made itself fully felt (REVIEW, — — 
Aug. 11). "Without buffer-stock opera- 
tions the price would have collapsed — it 


would be perhaps £2-3,000 lower," said a 
trader. 
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TECHNOLOG Ya 


Japan's war on cancer 


— Biotechnology is harnessed in a fight against what is 


now the biggest fols killer in the country 


By Hikaru Kems : 

Tokyo: The Japanese, once laggards in 
biotechnology, are quickly catching up 
with the United States and already, in cer- 


- tain narrow areas, hold an edge. Typify- 


ing the recent advance is the Japanese 
crash effort to develop anti-cancer drugs. 
Japanese scientists have originated, 
among other things, processes to produce 
interferon, made breakthroughs in “mis- 
sile therapy,” in which toxins that kill 
cancer cells are fused to cancer-specific 


antibodies, and developed a method of 


mass producing a powerful substance call- 
ed tumour necrosis factor, or TNF. 

Initially the Japanese bought licences or 
forged ties with foreign companies to test 
and market the early discoveries, espe- 
But 
also, large resources are being 
poured into developing new 
technologies. 

Beginning next year, a petro- 
chemicals group, Toray Indus- 
tries, will probably market the 
first Japanese — biotechnolo- 

ical anti-cancer drug, inter- 
eron beta. Over the next three 
to five years — if current time- 
tables are maintained — there 
will be an entirely new genera- 
tion of anti-cancer drugs avail- 
able, many of which will be 
far more effective with far 
fewer side-effects than the 
present chemotherapy treat- 
ments and surgery. 

Biotechnology is considered 
a separate field, though a uni- 
versally accepted definition has yet to 
be agreed upon. Its practitioners are 
scientists mainly drawn from the fields 
of genetics, biochemistry and microbio- 
logy. In Japan there are more than 300 
Japanese companies and private institutes 
currently working on basic processes of 
biotechnology — among them gene-splic- 
ing (recombinant DNA), cell-fusion and 
mass cell culture. It is expected that, in 
the long run, most of the (relatively few) 
smaller companies now in the field will 
leave it or sell their know-how, leaving the 
area to about 80 large firms in phar- 
maceuticals, food and beverages, textiles 
and chemicals. 

Japanese companies employ close to 
8,000 scientists in microbiology, Nomura 
Securities estimates. However, Mitsuru 
Miyata, editor of the technical newsletter 
Nikkei Biotech said there are probably 
only around 4,000 scientists engaged in 
pure biotechnology. Supporting the pri- 
vate sector are university and government 
laboratories, where probably there are 
half as many scientists again as in the pri- 
vate sector. 


Others 


Corporate investment in biotechnology 
research and development (R&D) has 
been increasing by about 20% annually 
since 1980, and totalled ¥47.8 billion 
(US$197 million) in. 1982. Among 12 
major companies in the pharmaceutical 
industry, biotechnology accounted for 
7.6% of their total R&D spending in 1982, 
up from 6.2% in 1980. 

The Japanese Government has targeted 
biotechnology as a national priority. 
There is a support group in the Ministry of 
International Trade and Industry which 
helps to coordinate research efforts. Even 
without government help, the growing 
size of the commercial market encourages 
R&D. By 1987, the market for biotechno- 
logy products is expected to reach ¥750 


BIOTECHNOLOGY’S BIGGER BITE 


Food industries 
Textiles, pulp. paper 
Pharmaceuticals 


General chemicals 


Source: mem Securities. 





billion. The government estimates that 
by the end of the century, the biotechno- 
logy industry will be bigger than the steel 
or the housing industries in terms of sales, 


Bos pharmaceuticals, biotechnology 
is (or can be) applied in the produc- 
tion of food and beverages, animal feed, 
detergents, fertilisers, pesticides and 
fuels. Also, it has applications. in plant 
breeding, mineral leaching and oil re- 
covery. In Japan’s ¥4 trillion pharmaceu- 
tical industry, biotechnology is becoming 
critical to the progress of antibiotics, im- 
munology, diagnostics and hereditary-dis- 
ease therapies. In particular, there is 
much hope for the development of anti- 
cancer drugs. In Japan, conventional anti- 
cancer drugs registered Y 120 billion in 
sales during 1982, according to the Indus- 


trial Bank of Japan. 
Among the biotechnological anti- 
cancer drugs is interferon — a substance 


that caught the popular imagination as à 
"miracle drug" several years ago. Then 
disappointment set in as claims were seen 
to be overstated. But now it is realistically 


38 ye = 
tHoughtt to, be: mee icful,/ eepecially 
when combined with. other therapeutic 
agents. Interferon is produced naturally in 
the human body to fight viral infections 
and also affects the ability of cancer cells 
to divide. It enhances the body's im- 
munological system. when introduced as a 
drug. Because it is natural to the body, in- 
terferon has far fewer side-effects and 
hence can be used on patients for longer 
periods. One research scientist at 
Sumitomo Chemical said the company's 
tests showed that interferon alpha, for 
example, prolongs the cancer remission 
rate by about 30% compared to conven- 
tional chemotherapy (that is, test animals 
with cancer live 30% longer under treat- 
ment). 

The problem has been to produce it on a 
cost-efficient mass scale. Manipulating 
genes to clone interferon is thought to be 
the most promising method, though the 
Hayashibara Co. has pioneered the hams- 
ter method whereby interferon is ex- 
tracted from laboratory hamsters. which 
have been injected with tumours. Thir- 
teen Japanese companies applied for pa- 
tents relating to interferon in 1982. 

There are many kinds of interferon. 
Type-beta interferon was de- 
veloped by Japan's National 
Cancer Institute and Toray. 
Clinical testing of interferon 
beta was completed by Toray in 
1982. It has been reported that 
Toray is beginning construction 
of a ¥4 billion facility to pro- 
duce interferon beta, perhaps 
by the end of 1984 when it ex- 
pects certification by the Health 
and Welfare Ministry, Toray is 
using the mass. cell-culture 
method, believed to be the least 
efficient compared to the gene 
engineering and even the ham- 
ster methods. 

Kyowa-Hakko Co. also has 
licensed interferon beta 
technology from the National 
Cancer Institute and began clinical testing 
using the recombinant DNA method in 
April this year. Commercialisation may 
take three years. Meiji Seika Co. is mean- 
while collaborating with G. D. Searle of 
the US on similar research but is probably 
trailing behind. Non-Japanese firms such 
as Biogen of Switzerland, Genentech of 
the US and Cetus, also of the US, are 
also probably lagging behind Toray and 
Kyowa-Hakko. 

The market fot interferon beta is, how- 
ever, expected to be fairly small because 
of its probable effectiveness against only a 
few types of cancer. Indeed, the combined 
market for both interferon beta and in- 
terferon alpha is expected to be no more 
than *€ 10-20 billion, split among the many 
companies involved. 

Interferon alpha probably has wider ap- 
plications, especially on cancers of the 
kidney, ovary, and in adult T-cell 
leukemia. It is also probably useful as 
hepatitis B vaccine. Sumitomo Chemical, 
in cooperation with US group Burroughs 
Wellcome (using the cell-culture method) 
will finish clinical testing of interferon 
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whose estimate is pr bab ‘exaggerated, 
believes the mark for interferon gamma 
in Japan alone will y J$$500 million. 
Many companies aré'in the pre- -clinical 
stage. An importan part of this stage is 
producing sufficient quantities of interfe- 
ron gamma to test it on a large enough 
sample of subjects. The first company to 
go into clinical testing will probably be 
Shionogi. whose tie-up with Biogen made 
the difference. z 
- Another strong candidate is Suntory 
" which, in its pre-clinical trials, found in- 
 terferon. gamma to be “very effective’ 
| against solid tumours, especially in combi- 
nation with other drugs. Both companies 
will probably begin clinical testing this 
year and finish in 1985; when they will sub- 
mit their results to the government. 
 Kyvowa-Hakko, again with help from 
the National Cancer Institute, may begin 
clinical testing of interferón gamma this 
year or in 1984. Toray and Dai-Ichi _ 
Seiyaku, which purchased | interferon 
gamma from Genentech; probably will 
begin clinical testing. next year, as will 
Green Cross, which has a tie-up with the 
US firms Interferon: Sciences and Col- 
laborative Research. All of this means in- 
terferon gamma will probably come onto 
the market in 1987, and possibly in 1986. 
Suntory is:proving to be a surprisingly 
strong dark horse in interferon production 
as well as in other biotechnological anti- 
cancer drugs. Suntory is a privately held 
company that has a dominant position in 
the liquor industry. In 1979 it built a 
biotechnology . research centre from 
scratch and hired. away from Teijin Co. 
one of the country's leading scientists, Dr 
Teruhisa Noguchi, who also is known for 
his research into monoclonal antibodies 
and missile therapy. Suntory also hired 
. 120 research: scientists to staff its 
biotechnology centre, more than double 
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herapy, which damages normal 
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ations and approval procedures will 
ly prevent one country from 
rating the market of another. The 
nce is no longer esoteric and has 
1! shown to have a variety of uses. 

.May, an over-the-counter pregnan- 
'st kit based on monoclonal anti- 
s got approval from the US Food and 
ug Administration. A. similar product 
1 soon be put on the market in Japan. 







hrough has been achieved by a joint Ja- 
nese-American research team at the 
University of California in Los Angeles. 
his team completed phase one (toxicity) 
inical testing for anti-cancer use in 
reen Cross is involved in this pro- 
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iough Su ntoty is a leader in monoc- 
al antibodies research, others not far 
nd include Mitsubishi Chemical (with 
britech of the US) and Meiji Seika 
vith Enzo Biochem, also of the US). 


ubstances used to diagnose. diseases - 
nd expects a proapa t c NON 


lin, in | 1928, by 
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: Fleming fe iin that *i control- 






lies is universal but national health. 


‘he most recent publicly disclosed break- : 


sahi Chemical has developed monoc- — 
mal antibodies as diagnostic reagents — | 
jon n animals. CBF w Ve enter f clinical | ing 






mentation time to about two weeks from 

| the traditional six or eight months. The 
process apparently accelerates fermen- 
tation without destroying the flavour of 
the sauce. Japan's world lead in fermen- 

` tation is thought to be limited to rélative- 
ly simple. molecular. structures, but ad- 
vanced techniques are now being used in 
the production of antibiotics and hor- 
mones. : 

There are three bui processes com- 
mon to biotechnology: recombinant 
DNA, cell fusion and mass cell culture. 
Recombinant DNA is the technique of 
gene splicing. Genes are taken from a 
donor's DNA molecules and inserted or 
spliced into host DNA molecules, so that 
in propagation the new substance pro- 
duced will take on more useful inherited 
qualities. | 

In cell fusion, cells are joined to form a 
new cell that has selected genes from the 
parent cells. It is similar to the process of 





































































in the "not-too-distant future." Teijin and 
Ajinomoto are tied up with US companies 
and pursuing research in missile therapy. 
A substance thought to be more effec- 
tive against cancer than interferon is TNF. 
It may be produced simultaneously with 
interferon gamma from T-cells. In experi- 
ments on mice it has proved highly toxic 
against cancer cells, but spares normal 
cells. Asahi Chemical and Dainippon 
Pharmaceutical have applied for patents, 
along with the Tokyo University inventor, 
for a process of mass producing TNF - 
which uses infected rabbits. Hayashibara 
relies on hamsters. Suntory, Otsuka Phar- 
maceuticals and a Hayashibara and 
Mochida joint venture are € also. song re- 


search on TNF. 
Io are substandés that 
terferon, enhance the body's im 
gical systems. These substances h 
shown in animal tests to be ef 
| against cancer. Ajinomoto first i 
interleukin 2 in biochemical terms 
| developed a recombinant-DNA m 
of production. A paper presented tc | 
ura Securities says Ajinomo Í 
product to reach the market 
further studies are carried out suc 
fully. Shionogi has rece ed in T 
| technology from Biogen and is ci 
against Ajinomoto in this area. 
Another potential future product i 
cino-breaking factor (CBF) which, like 
TNF, also works selectively against cancer 
cells. Hayashibara and Mochida are 
jointly conducting fundamental research. 
Their initial findi: Bs indicate a CBF 







































































pond so far on the asis of experiments | 
























some observers. $ box : s] 

It is far too early to say which com-. | 
panies in Japan wil véntually hold do- 
minant positions in biotechnology. At 
this stage the. potential commercial uses 
of the science are only being explored. 
Biotechnology does have some disad- 


| vantages — for example, the relative 


slowness of processes, the possibility of 
contamination and: difficulty of control- 
ling and stabilising | i micro-organisms 


| which are prone to change. It is an ex- 


pensive and risky business. 

Industry sources say that at present, 
among Japanese companies, the.proba- 
ble overall leaders in biotechnology are. | 
Ajinomoto, Suntory; Takeda Chemi-. | 
cals and, following - ‘slightly - behind | 
Kyowa-Hakko. None of these belongs | 
to the great conglomerates such. as. | 
Sumitomo and Mitsubishi. Member | 
companies of these groups therefore will. | 
be trying hard to carve a niche in the 
market for themselves. 








— HIKARU KERNS | 


come from research into other areas of 
anti-cancer drugs including those known 
as macrophage activating factor, colony 
stimulating factor, GT. 44. (which sup- 
posedly turns cancer cells into normal 
cells) and the differentiation factor (possi: 
bly a derivative of Vitamin D).. 

Dr Takashi Sugimura, director. of. Te- 
search at the Japan National Cancer. Re- 
search Institute, säys all of the drugs cur- 
rently being investigated can greatly help 
in the diagnosis and treatment of cancer, 
but that the fundamental breakthrough 
may come from research into oncogenes. 
These are genes that apparently signal a 
human cell to produce excess protein, 
which leads to cancerous. growth. The US 
is far ahead in this research. : 

Cancer became the biggest single killer 
in Japan this year, accounting for a quar- 
ter of all deaths. Prime Minister Yasuhiro 
Nakasone has announced a war on cancer 
for the coming decade, though so far no 
public funds have been. made available 
and research scientists have not obviously 
speeded up their work. For the first time, 
however, some scientists are cautiously 
predicting that ‘the incidence of cancer 
may be greath uced in this generation 
volutionary techniques 












_ being developed here and elsewhere. 


Biotechnology has, meanwhile, already 
made a big impact on the stockmarket rat- 
ings of companies. involved, albeit as yet 
based almost entirely on expectations 
rather than profits. Besides established. 
uses in foods, beverages, pesticides and so 
on, biotechnology has made little impact 
on the business results of companies ex- 
cept in. running up investment costs. 
Rumours and news articles of clinical test- j 






















Computer output 
^veryone can se^ 
with General Electric (U.S.A.)* 


Professional Large Screen 
Video Projection 








With General Electric's (U.S.A) exclusive system for bright, 
sharp, professional-quality pictures, up to 25 feet wide, 
General Electric (U.S.A) Professional Large Screen Video 
Projectors are making presentations more dramatic, more 
productive, and more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided So viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric (U.S.A.) 
system registers the colors for you, eliminating time- 
consuming manual adjustments. 

Portable and flexible, General Electric (U.S.A) projectors 
are being used in a great variety of applications, including 
both rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 


Education: Medical, dental, engineering, computer science 
instruction. 


Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated data, 
teleconferences. 
Aerospace and Defense: Situation displays, simulator 
training. 
Entertainment: Theatre television, closed-circuit TV events, 
overflow crowds, special effects. 
Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 

Call or write: General Electric Company, Projection Display 


Products Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152. TWX 710-541-0498 





IN THE BOARD ROOM at Mellon Bank, N.A., General Electric 
(U.S.A) projector displays data for board review and discussion. 








IN ENGINEERING: General Electric (U.S.A) projector displays 
computer-assisted design for Engineering Society of Detroit seminar. 


NENT |-ON PACE 


WENTS 


IN GOVERNMENT: General Electric (U.S.A) projector displays 
amendment for Florida State Senate to inspect before voting 
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*Not connected with the English company of a similar name 
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: jointly by state governments and private 
"investors. Then there is a private sector 
- | which includes Indian subsidiaries of 
H6. forei en, companies. 


| production in 1982 was valued at 
lion, including computer-con- 





fence electronics (8.1%), communica- 
ons and broadcasting equipment (18%), 


electronic components (20.2%), and con- 


sumer electronics (28.7%). Of this out- 


put, 7% (in value terms) was exported — 
‘mostly to Western Europe: and the Soviet 


Union. . 

Of the exports, 54% came from the 
Santa Cruz Electronics Export Processing 
Zone, a free-trade zone set up mainly for 
export-oriented electronics items in high- 


technology areas (including data-proces- 


sing equipment, metal film, wire-wound 
resisters, sub-assemblies and small signal 
transistors). Exports included aerospace 
and defence electronics (the largest cate- 


_gory), components and industrial elec- 







tinational computer comp. nies. |- 
ng the foreign firms the g vern- | 








ent oard (ED B) has lured to the island. f 
Jublic are two young companies with. an 





d | this year. 


DEM ke t. ‘Today, Tandon still is the world’s 
leading. 
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| equipment nesdeil fen for the MiG21. and 








tro equipment (22%), aerospace and de- | 










— 4. Singapore’s output of. more than 125,000 
nas se | Ish ot Tak diri Sa 






o| take he firn s oper- 
m a ation Like ‘many an compute equip- | 
. ivestors, 1 ffereda | Turnover is expe 
- ket of incentives by the EDB. These in- 
| clude a 10-year tax holiday, or "pioneer | 
. status" for introducing new high-technol- if 
| ogy products to the country, and a 50% | 
subsidy for worker-training costs. It now | 
-has 1,800 workers. | 
| According to managing director Hari 
_| Apte, Tandon invested in East Asia be- 
| Cause the majority: of components were 
-coming from the region anyway. The | 
California firm subcontracts most of the 


est of the group’s sale 











MiG23 aircraft it manufactures with 
Soviet technology. It also is producing the 





| electronics for the Jaguar aircraft, also as- 


sembled in India. It plans to build MiG27s 
and later French Mirage 2000s with trans- 
ferred technology and will be able to 


manufacture the electronics for. these 


more advanced types of aircraft. 

But while India can make finished sys- 
tems and export them,it must still import 
most of the components and broadly, its 
electronics industry remains an elemen- 
tary assembly operation. It has yet to 
make LSI or VLSI circuit devices, which 
are the basic building blocks for a wide 
range of electronic equipment including 
computers. It imports even the peripher- 
als for lack of a production base in micro- 


- electronics. 


|? 1982, the voveritient set up a task 
force to map out a strategy for micro- 
electronics in the 1980s. It suggested a 
technological goal for 1990 — capability of 


fabricating a chip with a complexity of 1 


million components using 1.25-microns 
line width. This is an ambitious plan for a 
country which stil "at the 10-micron 
technology stage; 

India’s semicondyctor industry had its 
origins in 1962, making germanium diodes 
and transistors. In 1973, when India first 
hoped to begin making silicon semicon- 
ductors, LSI devices were not so complex: 








assembly work for re 
stepper motors, d key disc-drive 
sub-assembly, to Tandon-India, a sepa- 
rate company owned by relatives of Sir- 
jang Lal Tandon. > | 

Tandon’s Singapore plant does sub-as- 


ing heads and 





| sembly and final-assembly work, quality 
control and testing. Apte said 50%. (by 
s. value) of thë parts are bought in Singa- 
independent producer of. disc | 
drives for microcomputers, including - 
5. 25-in.- floppy-disc drives, the standard - 
emory-storage system for personal com- | ~ 
puters. Sales have grown 100-200% a year ls 


pore, and this could rise to 75% if the gov- 


ernment succeeds in. bringing in more 
s RP RENE investors. 


T he offshore facility i is. s rapidly overtak- 
E ing its parent in production. Tandon 
















- prodr now ua out 
of this product. 
'cted. to rise from $$120 








“million. (US$56. 1 million) in 1982 to $$500 
million in 1984: 






: :26.0f the floppy adist drives are 
sold to IBM for the United States-based 
computer giant's Personal Computer; the 
Singapore plant also sells to Atari and 
Tandy. According to Apte, the tax holi- 


.day helped the company cut prices of 
| floppy-disc drives from US$200 in 1982 to 
.US$150 this year. About 85% of t produc- 


tion is shipped back to the US. 




























i ly ab ut 1 poner i T 
chip ‘and could be produced with the io. 


micron technology. 

After procrastination, the government 
decided in 1978 to.set up a public-sector 
company, Semiconductor Complex, at 
Chandigarh. But by then, the level of 
world: technology had. advanced beyond 
recognition both in: device content and 
processes. The: size of individual compo- 
nents had shrunk:and the minimum fea- 
ture size had gon@down from 10 microns 
to 5 microns; it will ue down to 3 microns 
by 1985. 

With 1.25-micron technology by 1990 as 
the goal, a national R&D» plan is being 
worked out for the decade 1983-92. It 
covers technology development (includ- 
ing absorption ^of:'foreign technology 
where necessary), peripheral technology 
inputs, computer-aided design and a sili- 
con foundry. It also, covers manpower 
needs and stimulation of demand for vari- 
ous LSI-VLSI devices, It is an integrated 
plan with linkages between the user, the 
chip manufacturer, RED, and academic 
institutions. 

India’s present need for the various 
LSI-VLSI devices ‘is’ rather limited be- 


Tandon-India plant in Santa Cruz: 
progress at home and abroad. 





Tata Elxsi combines American brains 
and Indian capital. Elxsi was established 
in Silicon Valley, California, in 1979 with 
a large (48%, recently diluted to 20% , ac- 
cording to'one source) stake held by 
India’s Tata conglomerate. One of the 
founders of the firm was an Indian with 
Tata connections. Tata Elxsi was set up in 
Singapore in 1981, 55% held by Tata, 20% 
by Elxsi and 25% by the Singapore Gov- 
ernment. Despite the factthat the firm did 
not introduce its first product — a main- 
frame computer — until this year, the 
EDB granted the project a 10-year tax 
holiday, a S$8 million loan at 7.5% in- 
terest as well as training subsidies. 

The mainframe computer was launched 
after nearly’ four years of research and 
development (R&D). The company 
claims it is a technical advancement be- 
cause the computer is expandable from 
one to 10 central processing units (CPUs) 
without the need for software changes. 
The computer's power is expandable too, 


Dons, information process ‘and con I 


sumer electronics is still not widespread. 
The application of this technology to 
"strategic and critical" areas — India's 
euphemism for military and communica- 
tions needs — is tg be promoted. Applica- 
tion to new areas such as agriculture, 
health care, transport and education also 
is to be boosted. India hopes to develop a 
sizable market which could generate an- 
nual demand worth Rs 4 billion by 1990. 

Semiconductor Complex has decided to 
go in for a-vertically integrated facility 
covering computer-aided design of LSI 
and VLSI circuits, mask-making and 
larger fabrication. It will begin making 5- 
micron devices in October. Most devices 
for commercial and telecommunications 
applications are based on 5-micron 
technology. The 3-micron technology is 
now being commercialised on a limited 
scale. At present, Semiconductor Com- 
plex's operations are confined to the as- 
sembly of electronic circuit blocks for 
clocks, the assembly of digital electronic 
watch modules and the manufacture of 
LSI devices using imported chips. 

Crucial to the 10-year plan is the silicon 
foundry. The nucleus for it already exists. 
The public sector Bharat Electronics in 
Bangalore, «which mainly produces 
defence-electronics equipment, and 
Semiconductor Complex together have 
the technology to produce chips. The 
foundry will be split between Bangalore in 
the south and Chandigarh in the north. 
The designing of chips will be assigned to a 
number of centres proposed to be de- 
veloped. 


with each CPU capable of processing 4 
million instructions a second. Tata Elxsi 
will begin full production of the main- 
frame in Singapore at the end of this year 
and will be responsible for marketing in 
Asia outside Japan and in Australia, the 
Middle East and Africa. Sales are targeted 
at governments, universities and research 
laboratories. 

Clearly, the Tata group entered the 
venture for access to technology. The In- 
dian conglomerate funded much of the 
California company's R&D and an agree- 
ment between Elxsi and Tata guarantees a 
free exchange of technology. To date, 
development work has been carried out in 
the US, but the Singapore arm increas- 
ingly is becoming responsible for systems- 
software development. 

Indeed, Elxsi’s mainframe will make 
liberal use of skilled and relatively low- 
paid Indian software engineers. Unlike 
Japanese companies, which have de- 
veloped plug-compatible mainframes 
which run IBM software packages, Elxsi 
opted to produce a non-compatible 
machine. Instead, the company will use 
Indian specialists — perhaps Tata-Bur- 
roughs, the largest software house in India 
— to convert IBM packages for use with 
its mainframes. Of the 15 systems- 
software engineers in Tata Elxsi, 12 were 
brought in from India. 
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‘meaning they can use only 74% of their — 



































Half-steam - 
ahead 


Encouraging signs in Asian — 
yards point to a bottoming-out 5 
of the shipyard slump 





By George Lauriat E 
Hongkong: The global shipbuilding i 
dustry is still mired in recession, but the 
are now signs of hope for the future mee 
the bare official statistics do not reveal. 
According to L/oyd's Register of Ship- 
ping's quarterly survey of the industry, - 
total shipyard export orders received dur- ` 
ing the first quarter of 1983 were 2.5 = 
lion gross registered tonnes (grt), down a — 
hefty 2.6 million grt from October-De- — 
cember 1982. This marked the seventh ` 
consecutive quarter in which orders had | 
fallen. : 
Not included in those figures, howe veti 
were massive domestic orders which have 
already have boosted prices in Japan and ~ 
will probably provide a trickle-down ef- — 
fect to other Asian builders and repairers, — 
as well as at the Japanese yards. 
Indeed, one indication of such trick 
down has come with the placing in Japan 
of an order for a 30,000-tonne bulk carrier — 
and a 50,000-tonne product carrier by - 
Wah Kwong of Hongkong. The bulk-car- 
rier order was said to be worth between — 
US$10-15 million, payable in US dollars. — 
It is understood that this deal was agreed — 
on before the full impact of a massive - 
(103-ship) order from Sanko of Japan was 
felt (REVIEW, July 7). "2 
According to Lioyd’s Register, Japan- — 
ese shipbuilders recorded new orders - 
totalling 8.85 million grt (export plus — 
domestic) in the first quarter, down 1.2 ~ 
million grt from the previous quarter. Ja- 
panese Mein of Transport figures indi- — 


e 


- 


March 31) were 4. 35 e N grt, down L. 
48% from the previous year. - 
Ministry of Transport A npn show that — 


while domestic tonnage accounted for 110. F3 
vessels of 1.71 million grt, which is nearly 
equal to the 1981 total in unit terms, but 

down 44% in tonnage terms. The Jap 


orders for Japanese ships in fiscal 1982 
totalled 3.53 million grt, down considera- 
bly from the 4.14 million grt in fiscal 1981. — 
While there is general agreement that — 
Japan's shipbuilding industry has been - 
hard-pressed, there are differences over ` 
just how difficult times really are. The — 
Ministry of Transport recently issued a E 
self-restraint guideline of 74% of capacity 
to the country's 33 largest shipbuilders — - 
overall capacity (estimated at a combined 
6 million grt) for newbuildings in the re- 
'^vant year. This ceiling is scheduled to be 
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lowered to 68% during fiscal 1984. 
Part of the reason for this reduction is 


- Japan's shipbuilding relationship with 

_ other countries. Despite the falling or- 
— ders, Japan still has the lion'sshare of the 
— market, with nearly twice as much ton- 


nage on order as the No. 2 shipbuilding 


e : ; 
- mation, South Korea. This clearly has not 


been welcomed by the European builders, 
represented by the Association of West 
European Shipbuilders ( Awes). 

The Europeans' feelings became clear- 
er at an April meeting in the United 
States. They argued that while Japan has 


_ reduced capacity, it has not been forced to 


do so to anything like the degree of the 
Europeans in terms of job lay-offs, idle 
plant and the like. 

The Shipbuilders Association of Japan 
revised its 1982 forecast down by 10% to 
around 20 million grt of newbuildings 
worldwide by 1990, while Awes chopped 
its previous estimate by around 20% to 16 
million grt. 

Although these forecasts reflect crystal- 
ball gazing by each party, the Japanese 


builders know that in the very short term 
they have all the newbuilding orders they 
can handle, The immediate reason is 
Sanko's undertaking one of the largest 
shipbuilding programmes in history. The 
company is understood to have ordered 
103 vessels totalling around 3.62 million 
dwt. Virtually all this tonnage is in the 30- 
40,000 dwt range, with the largest single 
orders being placed at Kurushima dock- 
yard (17 ships), Ishikawajima-Harima 
Heavy Industries (20 ships) and Mit- 
subishi (18 ships). Sumitomo, a company 


—that has extensive interests in chemicals 


and metals, placed the most orders (23), 
while Marubeni, also big in construction, 
chemicals and metals, was second (with 


-19) and Nissho-Iwai, another company 


with extensive metal and machinery in- 
terests, third (with 11). 


t is estimated meanwhile that ship- 
building prices in Japan have risen 20- 
30% over the past three months, and that 
builders have once again become inclined 
to accept contracts in US dollars and other 


74 


currencies after being hit in 1973 by the 
fall of the US dollar. 

A good indication of the impact the 
massive Sanko order has had is that Mitsui 
OSK is pressing ahead to build 10 handy- 
sized bulkers (in the same size range as the 
Sanko vessels) despite the fact that the 
market for these bulk carriers has fallen to 
pieces in recent months. The Mitsui order 
is currently worth around US$200 million, 
or US$20 million a ship, whereas Sanko 
paid only around US$14 million each for 
the same type. 

The strengthening of prices reflects the 
belief that the Japanese yards are all but 
full up until the first quarter of 1985, no 
matter what the official statistics say. This 
Is to some extent indicated by those statis- 
tics, which show that ship orders for May 
were nearly 1 million grt, eight times those 
for May 1982. Undoubtedly, the biggest 
beneficiaries of the Sanko orders are the 
South Korean shipyards. South Korea has 
nearly 2.2 million grt on order and in re- 
cent years has secured important orders 
from the US including the conversion of a 


hiprepairing in Singapore: a minor price war breaks out 


number of liquefied natural gas tankers 
and a 12-containership order from US 
Line worth around US$600 million. 

The South Koreans are considered out- 
siders in the world of shipbuilding because 
of their avowed intent to increase capacity 
from the 2.5 million grt in 1982 to more 
than 6 million by 1986, ironically the cur- 
rent capacity of Japan's builders. Under 
the country’s Shipbuilding Promotion 
Act, the shipyards have been offering gov- 
ernment finance at below market rates, 
with buyer credits running at 80-90% over 
eight to 10 years, and a grace period of up 
to two years at around 9% interest. Al- 
though there is a tremendous expansion 
programme in the South Korean yards 
there is a fairly substantial amount of work 
to be secured at home as the domestic fleet 
is due to grow by more than 3 million grt 
during the same period. 

The South Koreans probably received 
their first trickle-down-effect order in 
June, when Stolt Nielsen of Denmark 
placed an order for five sophisticated par- 
cel tankers in South Korea. These highly 
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placed in Japan, but the fring of prices 
there and lack of building berths may have 
accounted for the attraction of South 
Korea. 


hipyards in China should also benefit 
from the massive domestic orders. It is 
estimated that over the past three years 
since the Chinese really opened their ship- 
yards to foreign orders they have secured 
around 1 million tonnes of export orders. 
As in South Korea and Japan, China's 
building prices will probably firm up in the 
short term as a substantial number of 
foreign orders is in the yards and a domes- 
tic programme is scheduled to add 2.5 mil- 
lion tonnes to the fleet by 1985. 
Singapore's builders, who up to 1982 
seemed to avoid the worse of the reces- 
sion, will probably benefit very little from 
the increase in activity around the region. 
The main reason is that the yards are 
highly specialised as either rigbuilders or 
ship-repairers and these two sectors are 
not likely to improve. Ship repair, the 
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traditional backbone of the Singapore in- 
dustry, fell off by 2196 in 1982 to around 
US$410 million. It was the first time that 
ship repairs had slipped and 1983 seems 
even worse, 

Part of the problem is the tremendous 
increase in dock space that has been built 
in Singapore over the past three years. 
The Singapore repairers have added more 
than 1 million dwt capacity and almost all 
of this is designed to accommodate either 
large or very large crude carrier (VLCC) 
tanker tonnage. The principal reason for 
the decline in repair revenues has been the 
decline in tanker traffic through the region 
in recent years. In 1982, Singapore yards 
secured 55 VLCC servicing contracts, 
about half of what they had been averag- 
ing. This year there have been only half-a- 
dozen. 

The lack of work has triggered off a 
minor price war between the vards, and 
repairs and surveys are less than 40% of 
the price that would have been invoiced in 
1981. In addition, the shipyards have been 
giving 90 days credit on payment. 
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OMAD Missionmaster 

has taken a legend and put 
wings to it.The result is a military 
STOL aircraft of extraordinary 
versatility. 

The Missionmaster can be 
used to transport up to twelve 
fully-kitted men and is eminently 
suitable for para-dropping. 

Or it can be quickly 
converted to a stores transport. 

While its unsurpassed visibility 
makes it a natural for battlefield 
surveillance or patrol missions. 

And Missionmaster’s STOL 


“ . 
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) d . 


Jeep? 


capabilities are perfectly suited For further information on 
to short or unprepared airfields. | Nomad Missionmaster, write to: 
And as the jeep would accept Nomad Marketing Group, 
alternative powerplants, similarly, | 226 Lorimer Street, 
Missionmaster’s G.M. Allison Port Melbourne. Vic. 3207 
engines are compatible with those AUSTRALIA. Telex: DEPRODY 
of Bell and Hughes or M.B.B. AA 30252. 
helicopters. 
Missionmaster comes with full 
technical and spare-parts back- “Sa. 
up through the wide resources of 
the Australian Government and 
its aircraft factories. 
Missionmaster. We took 
a legend and put wings to it. ISSINONMASTER 








The phenomenal growth of Far Eastern 
economies is one of the most nli: 







Discussed and ind wi nse 
interest all over the world, it is still or 
understood in the West. 
Those who comprehend it best are those 
. in leadership positions throughout the Asian 
- region itself. 
3 But even these powerful individuals 
need to be fully informed 
-~ about fast-breaking 
. developments taking place 
-all around them. 
—-. How does a Chinese banker in Hong 
Kong get the measure of finance in South 
Korea? 
How does a Malaysian politician assess 
.. the activities of his counterpart in Thailand? 
. — Like thousands of others, they depend on 
us the Review. 
| The Far Eastern Economic Review is the 
most important channel of information for 
Asia, about Asia. It is required reading for the 
elite in every nation of the Far East, because it 
-is literally the only source of information the 
can rely on week after week. bd 
| As a result, the Review reaches the 
- highest levels of business, financial and 
- government life. And it hardly touches anyone 












Tàlk to them through 
“the Review.” 


below this exalted level. We believe you can’t 


compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
needing a consistent, reliable 
source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 
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For Advertisers who take Asia seriously. 





96% of Review subscribers are in business, the professions or government. 
ae of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 

. 6896 of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles HI available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th er Centre Point, P.O. Box 160, Hong Ie Tek: de 7242015 pice Pn, ES 


DEALWITH AUSTRALIAS 
INTERNATIONAL EXPERTS. 


ANZ Bank is a leader in South EastAsia wholly-owned subsidiary, ANZ Finance (Far 
for foreign exchange dealings especially East) Ltd., 9th Floor, Alexandra House, 16-20 
Australian and New Zealand dollars. Chater Road, Central Hong Kong, GPO Box 

As one of the regions largest and most 10124, Hong Kong. Phone 5-215511. 
experienced banks we are fully qualified to ^ Telex HX86019. For foreign exchange 


advise on all facets of international and Phone 5-265691/4. Telex HX63546. 
corporate banking. Cables ANZBANK. 

Our aim is to find the right solution to In Singapore, enquire at 8th Floor, 
your specific trade or financial problem, Ocean Building, Collyer Quay. Phone 91 8555. 
either by conventional or innovative means. Telex 25556. For foreign exchange Phone 

In Hong Kong, enquire through our 225 1179. Telex 53950. Cables ANZBANK. 


A NM BANK 
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No waiting around for your copier to warm up, 
and no wasted money on electricity. The secret 
is in the technology. Canon's NP120 and NP125 
both feature a technology called cold pressure 
fixing, so they're ready to make copies anytime, 
but never need to warm up. In fact, they shut 
themselves off after they've finished working. 
But even with the emphasis on 
economy, these space-savers 
deliver big-copier features. 
The NP125, for example, 






WATT NOT 


lets you change the copy size to fit your needs. 
Enlargement for easier viewing of small originals. 
Two reduction ratios for mailing and filing. And 
both the NP120 and the NP125 produce the kind 
of crisp plain paper copies that only Canon optics 
and precision engineering can deliver. 

At Canon, we understand that even when you 
don't need a lot of copies, you still need a 

lot of copier. 


NPI20*NPI25 


Canon 
L COPIERS 





CANON day TOKYO, JAPAN | ther information, please contact 


no) Kong Jardine Marketir er vice td. P Box 30748 Tel. 5-7909011 India Chowaule Ind Lid. Bor 1182 Indonesia PT SAMAFITRO Jakarta Tel. 356621 Malaysia 
jtnrie Send BI Suthrie Trading) Selangor Tel 572115 Nepal ial Enterprise (P) Lid. f Box 148 Ki i 21072 Pakistan Paramount Business Machines Ltd. Karachi 
lel. 5138 Thiooinis Datagraph P Box ! 1M Metro M -11 Singapore Canon Marketing Services Pte., Ltd. Tel. 273-5311 Sri Lanka Metropolitan Agencies Lid 
Colombo Te 8706 Taiwan Ability Enterprise Co., Ltd. Taipei Tel. 5213366. Ability Business Machines Co. Ltd Taipei Tel. 5314335 Thailand FMA Corp.. Lid Bangkok Te 15-0156 American 
176 Pago Pago Tel. 633-4908 Australia Canon Copier Australia Pty . Lid. Me me Tel, 201331 Fiji Islands Pacific Mercantile Co.. Ltd. P.O. Box 24 


Samoa Micropac Systems Inc. PO. Box 
Suva Tei 31 Guam The Town House P.O. Box 7 Agana Tel. 477-97 
Auckland 10-800 P Box 6130 Wellington Tel. 845-724 f Box 22.515 Chrisict 
Solomon Haryes! f 1 td f Hox 517 Honiara Tel. 131 


1 New Caledonia Menard Frere 


Tahiti Morgan-Vernex f Hox 44 


No ymea Tai y : New Zealand DRG Busit esc Equiprt ant Pr Rox 5409 
j "apes New Guinea 8 ilp (PNG) LTD. P Box 75 Port Moresby Tei. 22932: 


) Papeete 03-098 Vanuatu Norman Bros (Overseas) Ltd. P.O. Box 557 Port Vila Tel. 2232 





America discovers a new world 


e A HISTORIC shift in American at- 
titudes towards international investment 
means Asian markets stand to benefit 
from a major inflow of funds during the 
next few years. The source is United 
States pension funds, which increasingly 
are channelling a portion of their assets 
into non-US markets. 

Although allocations by market de- 
pend on individual fund managers' pre- 
ferences, the main criterion is market 
capitalisation. This means that Japan — 
40% of non-US markets in market- 
capitalisation terms — will see most of 
the inflow. Still, even a small-scale shift 
of American money into the far smaller 
markets of Hongkong. Singapore and 
Malaysia could have dramatic conse- 
quences, especially if it is concentrated 
on a few counters. 

What Shroff discovered from discus- 
sions with fund managers in New York is 
that money is being placed outside the 
US in the cause of diversification and 
that if there is a regional bias in this flow, 
it is towards Asian markets. 

The potential amount of such US 
funds that could be invested overseas is 
quite staggering, though at the moment 
the process has only just begun. Current 
studies estimate there will be some 
US$12 billion of American pension-fund 
money invested in overseas markets by 
the end of this year, against US$3 billion 
at the end of 1980 and US$7 billion in 
1982. But this represents only the start, 
as American trustees of these funds are 
generally deciding to allocate 5% of 
their assets overseas. 

With US pension funds now totalling 
around US$650 billion, the scope for ex- 
pansion is enormous. One recent esti- 
mate is that US$25 billion could be in- 
vested abroad by 1986 and US$200 bil- 
lion by 1992 on the basis of a 5% weight- 
ing of pension-fund assets. And of 
course, if trustees find diversification 
pays dividends in terms of better perform- 
ance, then there is nothing to stop the 
overseas weighting being increased; the 
key point being that the concept of in- 
vesting pension funds outside the US has 
now been established. 

e GIVEN Wall Street's desultory per- 
formance compared with Asian markets 
over the past decade — the past 12 
months excepted — it is perhaps surpris- 
ing that the move into overseas markets 
has taken so long. That it did not happen 
earlier reflects Americans’ traditional 
view that since they had the biggest mar- 
ket in the world with a wide range of 
companies on offer anyway, why risk 
getting burned in a strange arena where 
they could perhaps become victims of 
sharp market practices. This homespun 
isolationism has meant a real opportu- 
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nity cost to them in recent years. 

Whatever the reasons, there is now a 
rush to catch up. The way has been 
cleared by lawyers' re-interpretation of 
the Employee Retirement Income Sec- 
urity Act (Erisa), whereby diversifica- 
tion of US pension-fund assets overseas 
is now deemed prudent investment, 
whereas hitherto the opposite was 
thought to be the case. With trustees in- 
creasingly endorsing that principle, the 
race is on among international fund 
managers to tap the bonanza of new 
money looking for specialist interna- 
tional-investment expertise. 

Shroff learns that 75% of the Fortune 
top 100 already have appointed mana- 
gers to look after their pensions funds' 
new international exposure. Two recent 
examples are General Motors, which is 





Wall Street: homespun isolationism. 


now in the process of placing US$800 
million overseas, and American Tele- 
phone and Telegraph, though it has not 
yet invested outside the US. The latter's 
pension fund is of the order of US$45 bil- 
lion. 

Although these investments are being 
made on a gradual basis — a sudden 
burst of buying would obviously just bid 
up prices — the net result has to be bul- 
lish. The vast majority of managers 
favour Japan as their principal market 
for investment, Shroff learns. One 
major US money manager contacted 
had as much as 50% of his international 
funds in that market. The next largest 
weighting goes to Europe, though there 
is also exposure to other Asian markets. 
Although these may be small in percent- 
age terms in the context of these pension 
funds' total assets, they can nonetheless 
be significant in thinly traded markets. 

Generally, most American institu- 
tions are still at a learning stage when it 
comes to investing overseas, hence the 


demand for those with expertise. Con- T 
cerns are the quality of research pro- 


vided by brokers, the narrowness of - 
trading in certain stocks and the efficacy 
of regulatory standards. A sounding of a 
few managers suggests that most remain - 
comfortable with substantial weightings | 
in Japan usually about 30-50% of assets. 
invested outside the US. 


f 


Singapore and Malaysia are now | 
t to be extremely expensive in ! 


thoug 


ema of price/earnings multiples, — 


though most American investors seem tà 4 
regard these markets as having good . 


long-term potential, more than, say, 
Hongkong. The latter market invites, as 
might be expected, considerable caution 
because of the volatility and political risk | 
involved. 

There are, however, fund managers 
who have increased their Hongkong 
holdings in recent months, though they 
tend to be those with experience of the 
market. There also are many who still 
shun investments there altogether. Aus- 
tralia generally is regarded as a play on 
commodity prices. Many seem to ders 
been taken by surprise by the recent 
strength of the Australian market. 
Underweight, they were looking to . 


during a later stage of the current . 
economic upturn. 


One irony about the American con- — 


version to international investment is 
that it has occurred during a period of 


tremendous US dollar strength and a re- _ h 
markably bullish run on Wall Street after ` | 
years of a poor performance both by the — 


currency and the stockmarket. 


e DESPITE numerous assertions in re- | 
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plough more money in on a cyclical view à i 


be 
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cent months that the US dollar is over- | 
valued on economic grounds, Shroff | 


could find very few people in New X io - 
or Washington who were prepared to 


forecast confidently a decline in its 
value. Indeed. the dollar's renewed - 


strength in recent weeks, plus the evi- | | 


dent ineffectiveness of central-bank in- 


tervention, have reinforced the view that 


betting against the dollar is not a risk 
worth taking, a conviction which grows 
every time people lose trying to do so, 

On top of this self-fulfilling view, 
there is also a growing feeling that the 
dollar might not be so fundamentally 
overvalued as is commonly supposed. 
Although this may be true in terms of the 
ballooning trade deficit, it is argued that 
more attention should be paid to invest- 
ment and services flows as opposed to 
trade per se. Certainly, if the disinfla- 
tionary view is right and we are in a new 
era, then there is no reason to look for a 
precipitous fall in the dollar's value, 
especially with present high real interest 
rates. 
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A cry from the Pacific 





Island nations with serious economic problems seek more 


ADB funds, but the bank is hindered by distance and cost 


By Guy Sacerdoti 


Manila: During the 16th annual meeting 
of the Asian Development Bank (ADB) 
in May, panellists in a pre-session seminar 
consistently referred to development 
strategies of recipient countries in East 
Asia, Asean and the Subcontinent. Those 
references clearly irked at least one of the 
listeners. The brief open forum was domi- 
nated by Tonga's Minister of Finance 
James Cocker, who castigated the 
whole seminar for ignoring entirely the 
problems of the small Polynesian and 
Melanesian island states, which comprise 
seven of the ADB's 31 regional members. 

Excluding India, which has not yet bor- 
rowed from the ADB, the bank's opera- 
tions service a combined population of 
some 700 million; the Cook Islands, Fiji, 
Kiribati, the Solomon Islands, Tonga, 
Vanuatu and Western Samoa have popu- 
lations totalling a mere 1.3 million, or 
about 0.19% of that. But the problems of 
these mostly young nations are as serious 
as they are familiar to many of their larger 
neighbours. 

Political instability in Western Samoa in 
1982 brought about over-borrowing and 
the urgent need for devaluation, budget 
cuts and wage restraint. Wide income dis- 
parities in Fiji and forced reliance on a 
single export, sugar, keeps the island na- 
tion hostage to fickle international price 
movements. The Polynesian kingdom of 
Tonga is afflicted by devastating hur- 
ricanes and cyclones, which destroy much 
of the little infrastructure available. 

With Papua New Guinea, the South 
Pacific developing member countries 
(SPDMCs) of the ADB have been leading 
the call for greater attention from the 
bank as their available resources, both fi- 
nancial and in qualified manpower, tend 
to be far below those of other ADB bor- 


rowers. Three members — Tonga, Kiri- 
bati and the Cook Islands — are not mem- 
bers of the World Bank. Australia has 
planned to phase out its annual US$200 
million in aid to Papua New Guinea by 
1986. And the Solomon Islands is facing a 
steep, if gradual, reduction in its develop- 
ment aid from Britain. 

The ADB is thus, for many, a primary 
source of funding. And the bank, for its 
part, has a growing awareness of its role, 
even if it has yet to define it. In its study of 
operational priorities and plans for the 
1980s, the ADB glanced over the 
SPDMCs, and because of this oversight 
has now undertaken a detailed study to 
define an overall approach to the South 
Pacific countries: the level and terms of 
ADB assistance, how to administer the 
primarily small loans cost-effectively, 
ways to boost manpower development 
and technical assistance and how to bring 
other donors, both bilateral and multilat- 
eral, together in a more coordinated fash- 
ion. Recommendations are expected to be 
submitted to ADB president Masao 
Fujioka before the end of August, with 
some action likely to be taken by the end 
of the year. 


Following the announcement of the study 
on May 31, the bank's dévelopment 
policy office, which is compiling the re- 
port, sent out teams to the South Pacific 
nations explaining the study and leaving 
preparatory guidelines for second-stage 
visits. Detailed. discussions were held in 
Tonga and the Cook Islands in mid-July, 
and in Papua New Guinea, the Solomon 
Islands and Vanuatu later that month, 
while the study team for Kiribati, Western 
Samoa and Fiji returned on August 8. 
Although the policy recommendations 


will not be formulated for some weeks, it 
is likely they will deal with establishing an 
ADB South Pacific regional office, ex- 
panding multi-project loans for the public 
sector, streamlining operations for on- 
lending from local development-banking 
institutions to the private sector and 
boosting technical-assistance loans for 
project identification and feasibility. 
Also, special repayment terms for the 
SPDMCs may be in the offing, along with 
the possibility of setting up specific train- 
ing and scholarship programmes to start 
building a human-resources base. 

The ADB in 1982 conducted a review of 
its lending policies to the SPDMCs and 
while many of the proposals put forward 
lead in the direction of some of the proba- 
ble recommendations -of the current 
study, the reaction among the South 
Pacific island nations was almost unanim- 
ous that the review was far too general to 
take into account the different nature of 
the problems the SPDMC' face. 

The lumping together of the island 
countries with Papua New Guinea, for 
example, skews any meaningful regional 
comparisons far more than, say, compar- 
ing highly populated’ Indonesia with its 
Ascan partners. In population, the seven 
South Pacific islands support 1.3 million 
people, while Papua New Guinea has a 
population of more than 3 million. In 
terms of total borrowing from the ADB, 
including technical assistance loans, the is- 
lands combined have been lent US$120 
million (1.0395 of total ADB lendings). 

Papua New Guinea has borrowed about 
US$140 million. More important, how- 
ever, is the size of the loans. Range of bor- 
rowings from the concessional Asian 
Development Fund (ADF) facility. (40- 
year repayment at 1% interest with a 10- 
year grace period) runs from a low of 
US$4.5 million to US$13.5 million for 
Papua New Guinea; while the spread for 
the seven South Pacific! islands is from 
US$330,000 to US$4 million. 

The administrative costs for the ADB in 
setting up and monitoring these smaller 
loans are higher in absolute terms (given 
greater distances from Manila), let alone 
in proportional terms to the borrowed 
amounts, than those of its programmes 
elsewhere. At the same time, a number of 
loans to the South Pacific islands are so- 
called piggyback loans; borrowings which, 
while still relatively small, are multi-pro- 
ject based. Papua New Guinea is better at- 
tuned to normal single-project oriented 
lending. | 

But Port Moresby sees itself as an an- 
chor to the scattered Pacific islands, and 
with its Melanesian' ethnic affinity with 
Vanuatu and the Solomon Islands, consid- 
ers itself a fully fledged: member of the 
South Pacific community. While that may 
make sense as a regional grouping, for the 
bank it creates policy headaches in defin- 
ing lending practices and administrative 
options. - deis 

There are anomalies, however, even 
within the smaller SPDMCs. Most promi- 
nent is the borrowing capability of Fiji. 
While it, too, according to ADB sources, 
has large enough needs to handle single- 
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project loans, it also has glaring income 
disparities between its expatriate and indi- 
genous population. Yet its per capita gross 
national product of US$1,880 in 1981 
places the country beyond the minimum 
required for "graduation" from ADF 
lending into the bank's more expensive or- 
dinary capital-resource lending. The Fiji 
governor ad interim to the ADB, Alan 
Gee (deputy general manager of Fiji's 
Central Monetary Authority), asked the 
ADB board of governors in May to con- 
sider altering criteria for utilising the ADF 
concessional window for exceptional cir- 
cumstances and for short periods. 


B: while the study recommendations 
will try to deal with these differences. 
its main emphasis will be on streamlining 
ADB operations in the seven island na- 
tions and forging a policy on priority lend- 
ing, most likely in manpower develop- 
ment. 

Most important in the ADB's adminis- 
trative effort will be the setting up of a re- 
gional office. The sheer cost of travel for 
ADB personnel and consultants has been 
prohibitive, taking up à full 15% of the en- 
tire ADB travel budget for lending equal 
to 2.2% (including Papua New Guinea) of 
the bank total. 

A number of borrowers, as well as the 
ADB itself, have complained of the time 
lag involved in getting letters and other 
important documents back and forth be- 
tween the island countries and the ADB 


should shorten the time span significantly. 

A battle among the SPDMCs is inevita- 
ble over the seat of the regional office, 
with five of the eight countries vying for 
the privilege. While Port Moresby may 
want to maintain its image as leader of the 
grouping, Fiji may make more sense logis- 
tically, as Suva already has a European 
Economic Community office and a United 
Nations Development Programme office, 
as well as the region's best seat for higher 
education, the University of the South 
Pacific. 

It is almost certain that the piggyback- 
loan concept will be emphasised, whereby 





small loans to the public sector can be 


coordinated under one lending roof. 


Infrastructure projects may be best at- | 
tuned to this type of lending. with, for | 


example, bridge and water projects and 
road building combined into a package. 
The ADB's practice of organising deve- 


lopment finance institution loans for on- | 


lending to the private sector will probably 
be enhanced. Most of the SPDMCs have 
development banks, and with their loans 
as small as US$1,000, continued ADB 
support is ensured. 

One nagging problem likely to be taken 
up (though just how is uncertain), is the li- 
mited absorptive capacity many countries 
have for ADB lending, and local counter- 
part-financing problems which have al- 
ready surfaced. Western Samoa, with its 
serious balance-of-payments and debt 
problems, received a Special Assistance 
Fund allocation of 1.44 million special 
drawing rights (US$1,507) from the ADB 
in early July to aid its foreign-currency 
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Fujioka: action likely. 


financing for local-currency expenditures. 

The ADB set up the special facility ear- 
lier this year to allow approved projects to 
continue, assuming there were no cost 
over-runs to date. Merely a temporary 
measure, the facility has expired, and with 
local-cost financing so difficult for the 
SPDMCs, some new window may be of- 
fered. 

Technical-assistance loans will continue 


| to be stressed, primarily owing to local 


manpower constraints. Although the 
nations have consumed some 
US$5.5 million in technical assistance to 


> 


date, it is already more than 5% of the 
bank total. But while that will continue, —— 
the main problem with ADB lending to” 
the region — the intense lack of human re- _ 
sources — will probably be the most signi- 
ficant addition to the ADB repertoire. 
The ADB has found that even when com- 
pared tocountries such as Bangladeshand — — 
Nepal, where the lack of expertise and — 
training in development is at least recog- 
nised, the level of education and oppor- 
tunities for higher education among the — 
SPDMCs is dismal. 
While the problem is less acute in the /— 
Polynesian islands of Western Samoa and 
Tonga, where non-governmental organi- if 
sations such as the Christian churches- 1 
have been active in education, there is far — 
more of a brain-drain problem (primarily 
to the United States and New Zealand) - 
than in the Melanesian states of Papua 
New Guinea, Vanuatu and the Solomons 
(where.the educated return, but usually to 
the private sector). But the human-re- - 
source base for development purposes is _ 
scant indeed. In Vanuatu, for.example, —— 
the chief of development planning is y 
South Korean, the central bank govern "i 
is British and the deputy governor French. 
Here, the ADB is likely to pursue some , 
type of scholarship/training programme E 
over the long term, utilising the University — 
of the South Pacific and probably institu- 
tions in East and Southeast Asia to begin — 
the long process towards building the 
human resources necessary to help these 
South Pacific island economies grow. 





A major international resort 
developer marketing with major resorts 
in the South Pacific requires local: 


MARKETING AGENT/ 


REPRESENTATIVE 


to liaise on a non-exclusive basis in tne 
marketing of their condominiums, villas, 


apartments, lands etc. situated in the de 


Fiji Islands and French New Caledonia. 


RESPONSIBILITIES: | , 


* To act as the company's local 
marketing agent. 

* To introduce investors/ purchasers. 

* To assist in promotion work. 


REMUNERATION: 


* Attractive commission to be offered. 
* Free inspection trips to project sites. 





Please write to: 


LEISUREMARK LIMITED 
Byland House, Suite 04/05, 135 Middle Road 
Singapore 
Telephone: 338 6055 
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ie ti ; Given. the 
average | 25% Mr un. "that clients 
(speculators and investors) put up for- 
margin-loan accounts (whereby the 
brokerage firms financed the other 75%), . 
the actual debt was about Baht 7.5 billion.. 
A specialfund operated by the state-run- 
Krung Thai Bank to cushion the impact of 
the crash then absorbed about Baht 1.7- 
billion worth of the shares in question at 
prices averaging some. 306 of the. levels 


SUME the 1978 boom. 

C ut-of-court compromises were. made 
a” for another major portion of the dis- 
puted stocks, under. which. victims of the 
crash agreed to repay loans in long-term 
instalments. Today, hundreds of cases are 
still pending in courts involving securities 
firms suing for about Baht 1 billion worth 
of unpaid debts. 
. The numerous legal. disputes, which. 
1 also included a. small number of 
not fully felt until speculation and | speculators and investors who took their - 
pant manipulation forced the market |. brokers to court on charges of swindling 
ible in 1979 following the collapse of . 






















tock transaction icai ed de- 
d provisions to prevent insider-trad- 
nd price manipulation and provides | 
d companies — plus those apply- | 
istings — to make public offerings. | 
w draft law, yet to be endorsed by” 
nt, is designed to amend the 1974. 
change of Thailand (SET) Act 
mated the stockmarket the follow- 
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DTC. If the commissioner then feels it is- 
in the interest of depositors or of the pub- 
lic to have an official inquiry made he can 
a series a hee enone DT Cs a at | make a report to the financial secretary, 
inning of this year and the sub- | who in turn can appoint inspectors. He 
oe ce Me ICE. -also can report to the SM aaa | 
dn e d “or the attorney-general. — $e 
-| : This should end the excessive degree of 
sp secrecy which currently prevents the com- 
| missioner from passing on information to 
| the financial secretary or other concerned 
: | officials. The result has been tha officials 
rents I | $ - operate in watertight compartme 
rs to ROI: ‘the: commissioner p" | the chain of command leadin 
king and deposit-taking. companies.of | quiry is a series of'severed links. — | 
thing they: discover which "adversely: |- APTE from: SOME: required | to repon to 
rec s the financial p al position" of a bank.o 3 Äg nas pi | 























(by exploiting the legal discrepancy that |. 


and: 





deal of confusion. | bee.) | 
- The various legal cepaid will be 


sj resolved under the watertight new legisla- : 


tion; -Although new. laws in Thailand. are 
traditionally not retroactive;: the latest 
guidelines will undoubtedly reinforce the 
judicial system's.already improved under- 















: stocks nor d tailed : Fansaction. proce- vt 
dures, the courts had:to rely on certain 
| provisions of the age-óld Civil and Cam- 
^| mercial Codes ‘whichyresulted: in a greal 


standing of the nature of the disputes (sev- . 


-eral seminars have recently been held for 


judges), which is likely to: ve reflected i in 
future verdicts. <o yous 

The 19-article draft S will 
have to be approved: by parliament — a 
process which could: be time-consuming. 


Informed sources told. the REVIEW that | 


the Finance Ministry; chief sponsor of the 


legislation, aims to table. it before the 


legislative body when it reconvenes an 


extraordinary session: in: September: to 


consider the second and third (final) reads 


ings of the 1984 budget. It appears doubt- 


ful that the revised draft SET Act. will be 
taken up. If it is notyat will have to wait- 
until the next annus ene parliamen- : 


tary session in May 1984. Dn F 
In theory, parliament is- authorised. to 


modify or even reject any. proposed legis- - 
lation. But given the comfortable majority A 


enjoyed by the four-party. coalition gov- 


ernment under Prime Minister Prem Tin- ` 
sulanond, plus the:fact-that the new law . 
will lead to the: positive: development of * 


e 


the stockmarket, an DIE TEELEN As. 


ruledout. . | Cs 
In any case, ihe hay. 5 cabinet apóroval 





is generally seen here as a major step for- 
ward. Successive regimes at the SET have- 





on any adverse financial developments in 


a bank or DTC, auditors also are required. 


to report on any apparent contravention 


of those parts of the ordinances covering a 


wide tange.of “obligations and duties". of . 


banks and DTCs. On: being informed of 
such developments,: the: financial secre- 


tary will be empowered to:institute an in-- 


quiry into the company concerned. 


The inspector may “investigate com- - 


sidiaries, related. to the; bank: or DTC 


under investigation. Directors, agents and: 


employees of the company under investi- . 
gation will be required ta give evidence’. 
Fines up to- 
` HK$20,000 (US$2,700) ot-imprisonment - 


produce document 


panies; such as holding companies or sub- ` 


are provided for those who fail to cooper- ` 


ate. The financial secretary may provide 
for an inspector's re 





JXórttó be published if: 
he feels it is in the public interest." No- 


thing in an official report; however, must - 







id | reveal the identity or affairs of a’ bank or. 
DTC customer without his consent. | 
This power to institute-ánd publish the : 
result of i inquire in ‘theory s a big: 
step fi 3 





—Finance Minister : ommai H 
wlio:has held the finance por 

. 198t and is often dubbed do: H 
the Thai capital market" —'woi 
short cut by proposing changes in the 
of a royal decree, but he. failed. to do so 
(REVIEW, Dec. 24,82). apparently fear- 
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4.3 billion combined: during the 
* — first half of 1983, re enting massive 

207% and 256% increases, | :spectively, 

compared to the same:period in 1982. 

















But amid the generally favourable reac- 
tion to the new amendments, there is con- 
cern in some: quarte t certain rigid 
and detailed provisions — particularly 
those rela evention of insider 





impractical reve counter-productive. 

tly designed. to protect the in- 
terests of. innocent. investors, the new 
legislation spells out at length actions 
liable to prosecution, involving heavy 


fines and up to three years’ imprisonment.. 


These include the declaration of false or 
distorted information about listed com- 
panies' financial. performance, spreading 
rumours to influence prices, use of inside 
knowledge by executives for personal 
gain, collaboration to mislead others 


about the volume or price of any stock and - 


anor ae among other things. 
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financial instr dons 2nd ee directors. 
However, other types of official inquiry in 
the Hongkong-commercial sector — in- 
cluding those into share dealings — have 
taken so long to complete as to seriously 
reduce the value of their findings, and to 
give offenders time to cover their trails. 
The amendments also tighten up the 
existing restrictions on the amount which 
banks and DTCs. can lend to certain 


categories of borrower. Banks will not be | 


allowed to lend a sum beyond 25% of their 
paid- up capital and reserves to “any one 
person" or to. two; or more companies 


which are subsidiaries of one holding com- . 


pany or are controlled by one company. 
Similar provisions will apply to DTCs. 


| the case of the DTCs, the commis- 
sioner may prohibit them from granting 


loans, advances and other credit facilities 


to foreign banks where the "extent or 
manner" of such loans is not felt to be in 
the best interests of the DTC or its de- 






counts following dher olla 





ation — may prove - 





positors. Closer examination of DTC ac- 


act appear hi ibi difficult to quer 
"The government objective [of protecting 
investors’ interests] is well appreciated, 


but since fraudulent action constantly | 


takes on new forms, it may be impractical 
to specify all the preventive measures in 
the law,” said one broker. “Once written 
down, amendments will be rather dif- 
ficult.” E 


‘he new draft SET Act en) was. 
finalised with little input from those 
concerned in the. private sector, particu- 
larly the 30 authorised securities brokers. 


Sources said a committee comprising | 


representatives from various bodies (in- 
cuding the Commerce Ministry, the cen- 
tral bank and the broker's association) 
was appointed by the Finance Ministry in 
December 198tto produce the first draft. 


That was later amended into à second | 
draft. After further changes and refine- . 


ment, the final version was produced by 
the SET's high-level advisory committee, 
headed by central bank governor Nukul 
Prachuabmoh. 

Another article in the new draft law 
which authorises the finance minister to 
formulate special "conditions". in. the 
transfer of shares involving foreign in- 
vestors is also causing concern that any 
double-standard «treatment may run 





counter to the official policy of bolstering | 


foreign investment in the stockmarket. 
As the situation. stands now, transac- 
tions involving foreign investors alreadv 
entail a fair amount of red tape. Among 
other things, any new foreign investor 
vuying into the Thai market will have to 





RES 





SSI SS a al oS i Lae i rc RCS eae a a O 


many cases that a very large part of total 
advances was made to a few individuals, 
red with the DTC. 
Many of these were offshore loans. In the 
case of Dollar. Cr pdit, ano apparently 







company wih iD Ren one made to a 
few parties overseas went bad. 

The current amendments introduce 
some degree of qualitative judgment into 
the prudential supervision exercised by 
the staff of the commissioner. Up to now, 
the potentially dangerous implications 
of an over-concentration of loans to a 
few parties, especially offshore, appear 
to have been largely ignored. The com- 
missioner's staff appears to have been 
much more concerned with technical liqui- 
dity ratios rather than more fundamental 
factors affecting solvency in the long 
run. 

The DTC ordinance. amendment also 
limits the amount of shares and land hold- 
ings which a DTC can hold in its balance- 
sheet - --an Ad ibn idi canal piven the 
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dwelling place or usual place of bu 





































The stockmarket-has reporte 
increase in foreign investment i 
years, probably because. of the: 
high dividend yields of Thai sto 
ticularly of. bank shares and s 
dustrial: blue. chips). However; 
age across-the-market yield has 
fronr:6.79% at the beginning o 
5.67% ‘at the end of July. owing 
marked: are of prices y 























pa nies a nc (qi 
of. ante 
ferings  will- ui 
companies to thé-m 
Public Companie 
force in mid-1979, 

virtually ceased. an 
been reduced to a: 
could. manage | tomes 
ing Suen ae louer thea ac | 






































time- -consuming and i less : 


will overr ule such cót ko n 
Apparently _ realising ‘the. E 
caused by the. PCA, the. government 
assigned a government/private se 
coordinating committee to speed up: 
The stockmarket, b 
secondary market. cannot be assu 
permanent growth unless à primary 
tal market is properly developed th 
a more realistic and practical public 
panies law. 






























kets. New dada are added. o 


Hongkong" . .. or She 
or again, where "the business of the 
pany is being carried on in a manni 
mental to the interests of its deposi 
Again, these reflect situations 
tually did occur in the recent spate o 
collapses brought on by a squee? 
liquidity and the poor quality. ot 
sets in some cases. Principals disapp 
abroad. leaving depositors in ignoran 

A further provision. prevents D 
from paying dividends out of prev 
years’ profits unless paid-up capital 
reserves total at least HK$20 million fo 
registered DTC and HK$150 million: 
licensed DTC. This in effect. Pp | 











peng steps down as a new group 






















s Gena To on August 9 but & was in 
act rather ee ushered out 








[ cand Land ane the companies: an- 
CHE. in J une 1984 — it was Bed- 






tit was not aie Sean A prin- | 
-difference between Bedford ee 




























ot ge 1e property mar- 
hi pee wo ur has left Land 





ve dcs the credit had (es gone 
— but a number of them have gone 
ng. Land had to provide HK$1.9 bil- | 
| (US$256. 8 million) in its 1982 ac- 
against investments held princi- 
in joint ventures, resulting in a 
514 million attributable loss. 


B NN Nelson 


kong Land's chief executive-designate, 
David Davies, for though he says he is 
aving the British property group MEPC 
extremely sound financial health," it 
was not always so. When he joined the 

npany — now the second-largest prop- 
irm in Britain — it was on the verge 
nkri ptey. 

ies moved from merchant bank Hill 
uel, where he was a director. He took 
him an international. background — 
years with Chase Manhattan in New 
ork, before helping set up a Hill Samuel 
ffice there. 
The reputation of the property world 









sult of a series of disclosures about rent ex- 


an e tion of the company 


This difference, of opinion « Over the wis- 
dom of such heavy investment in. Hong- 
kong — Land currently has Hongkong- 
dominated — capital commitments of 
HK$13.7 billion including its share of as- 
sociates' commitments — raises the ques- 
tion of where the giant property company 
| will go now under its new management. 
| The new man at the helm, it was an- 
. nounced also on Aug ist 9, is to be David 
(D. J.) Davies (43), currently vice-chair- 








man and finance director of the London- 


based MEPC property group. — 

Davies, who will take over as Land's 
managing director-designate and chief 
operating officer in mid-October, is not 
new to the sort.of situation he will meet in 
Hongkong. He joined MEPC in 1973 
when London's property market, like 
Hongkong's, had suffered a crash in 
values and when many banks and finance 
companies (again like Hongkong's) were 
reeling under the impact. He is credited 
with having pulled MEPC round since 
from the brink of collapse to a position of 
strength. 

Meanwhile, Nigel Rich, Land's finance 
director, will be appointed acting chief 
operating officer of the company, Rich 
was until recently executive assistant to 
David Newbigging, who is currently chair- 
man of both Jardine and Land (one in- 
cumbent automatically occupies both 
chairs) but who is due to make way for the 
new taipan in less than a vear, when the 
Keswick family' s control over the two 


sense of déj ü-VU 


e new chief executive E similar problems 
those he solved some years ago in London 


ndon: Challenge is not new for Hong- | tortion and get-rich-quick speculation. 


Banks were not at the top of the public hit 
parade, either, because of their heavy in- 


| volvement in the property boom and bust. 


MEPC's 1974-75 results showed a loss 
of £3.6 million (US$5.4 million) from a 
profit of £14 million the previous year, and 
the share price slumped. A key element in 
the 1974-75 results was the bankruptcy of 
an Australian associate, Mainline Corp. 

Not surprisingly, there were boardroom 
divisions. Davies and others felt that 
MEPC had to be put in the hands of di- 


rectors with a sound financial background 


| and power taken away from “local, on- 


was then at rock-bottom in Britain, as a re- 


the-spot property men." 
Within two weeks Jacob Rothschild had 






si igned a as a a director of ME PC and the | 
















had gone according: to Bedford’ " plan, 
some of the very numerous joint-venture 
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So "of style and 
philosophy — were between Bedford and 
the Keswicks, Simon and his brother 


: Henry, himself a former taipan of Jardine 
and Land. As the Keswicks apparently 
| grew more uncertain about the future of 


Hongkong, or at least about the wisdom of 
heavy investment in the territory, Hong- 


- kong Land, under Bedford, was rapidly 


building up its exposure to: the local prop- 
erty market in what appearéd to be a de- 


. fiant gesture of confidence. 


. and's biggest single: commitment in 
m Hongkong is the HK$4.76 billion Ex- 


. change Square development in the Cen- 
tral business district, which is not due to 






come fully on stream. 


property developments which Land has 
undertaken in recent years with various 
partners including the Carrian. group. 
(now struggling for survival) would have 
provided cash-flow to help finance Ex- 


change Square. Instead, Land has had to 
provide heavily against the joint ventures 


themselves and meanwhile Exchange 
Square has proved a serious ouam on the 
company's cash resources. 

Seeing Land get itself ever deeper into 
the troubled Hongkong market (though it 
has also diversified to some extent into 
Australia, Singapore and the United 
States under Bedford) apparently crystal- 
lised the resolve of the Keswicks to bring 
about a change of chief executive, and 
with it a change of direction for the cóm- 
pany. Matters came to ‘a head, the 
REVIEW learned, after it was revealed in 
April how heavy the provisions would 
have to be against losses i in joint ventures. 


N. M. Rothschild inerckant bank ceased 
to act as financial adviser, to be replaced 
by Hill Samuel and Morgan Grenfell. In 
1977 finance director Davies, along with 
Benson, was made a vice-chairman, which 
helped quell continuing rumours of top- 
level boardroom dissension. — 

MEPC gradually got itself back into 
shape by rescheduling loans, making 
sales, contracting operations and shelving 
a house-building subsidiary. By 1979-80 
the results showed an almost 50% leap in 
pre-tax profits to £21 million, with Benson 
and Davies said to be in an expansionary 
mood and preparing to steer the company 
into an era of “conservative prosperity.” 

At the end of 1982, MEPC — with 
about a third of its current development 
portfolio geared to foreign developments 
— announced a pre-tax profit of £33.4 mil- 
lion. Pre-tax profits to March 1983 rose 
again | to £19.1 million, largely as a result of 
an increase in gross rental incomes follow- 
ing acquisitions in the United States. 
MEC property portfolio is curr itly 
th more than £1 billio 



















T OPTED It v ‘agreed around tha it ime thi 

| review was needed of Lands 
current position, its future policies and its 
top management. This review was due to 
have been carried out at the end of this 
year and would have provided a blueprint 
for the future running of the company. 
Bedford had agreed to this plan — and 
had sought as part of it, assurances about 
his own future. 

Simon Keswick is understood to have 
made known around this time to other 
senior executives. in the Jardine/Land 
group his unhappiness over Bedford's 
management philosophies and style. But 
he did not immediately have anyone in 
mind as a successor to Bedford. Then, 
around a month ago, Davies, who is 
known to the Keswicks, passed through 
Hongkong on his way to and from a busi- 
ness trip to Australia on behalf of MEPC., 
Simon Keswick, who spent some years in 
London (managing Matheson interests), 
where Davies is based, apparently put out 
feelers to the former merchant banker 
turned property tycoon. 

But it was not until two weeks ago, 
when Bedford had left for England on an- 
nual leave, that moves were begun in 
earnest against him. Simon Keswick, 
armed with the knowledge that he had a 
successor sewn up, flew to London to con- 
front Bedford. 

Bedford, offered what appears to have 
been generous compensation, agreed to 
resign, though not without suffering shock 
and upset at the sudden manner in which 
he was being ushered out. His letter of re- 
signation was formally tabled and ac- 
cepted by a full meeting (minus Bedford) 
of the Land board on August 8. 


ho ough | 


n the personal front, the legacy Bed- 

ford will leave behind — it is thought 
unlikely he will return to Hongkong other 
than to clear up personal affairs — will be 
one of an able and efficient administrator. 
He will also be remembered as someone 
eminently able to get On with people — 
not least the local Chinese business com- 
munity, Indeed, his involvement with fig- 
ures such as George Tan of Carrian and 
the. Chung brothers behind Eda Invest- 
ments (now in liquidation) appears to 
have been part of his undoing. 

But on the corporate front, he leaves 
behind a somewhat less happy legacy in 
some respects, In the six years since Bed- 
ford became general manager of Hong- 
kong Land the group's turnover has risen 
from HK$1.3 billion to HK$6.5 billion 
and its profits from HK$342 million to 
HK$1.77 billion. in 1981, pre-tax, de- 
clining to HK$1.39 billion in 1982 after 
provisions against losses. A good deal of 
successful diversification into areas such 
as food (now a major contributor to turn- 
over) and hotels has been undertaken too, 
much of it outside Hongkong. 

On the property front, however, Land 
began to move away a couple of years ago 
from its traditional image of a conserva- 
tively managed «company which stuck 
largely to rental income from well-man- 
aged, prime developments (unlike some 
gu the more aggressive local property com- 
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Bedford: bad chemistry 


panies which rely on quick trading profits) 
into joint-venture deals of more question- 





able wisdom. Land's latest accounts list | 


some 80 joint-venture partners, among 
which the names of local Chinese groups 
such as Carrian, as well as Overseas 
Chinese groups, figure prominently. 
Foremost among its joint ventures is 
Vermillion Land, in which Hongkong 
Land has a major share (40% ) and leads a 
consortium developing Redhill, a low-rise 
luxury residential development at Taitam 
on Hongkong Island, the site for which 
cost HK$1.3 billion. Two of the seven 
other partners in Vermillion — Aik San 
and E. Wah — are related to Eda. 
During the halcyon days of the property 
boom in 1981, Vermillion had secured à 
HK$1.5 billion syndicated loan for the 
project. Work has now stopped on the 
Redhill project, which was to be de- 
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KLEINWORT, BENSON (GENEVA) S.A. 
Case Postale 351 D 

Place du Rhone 2 E 

1211 Geneva 11 E 

Switzerland 


offering a full range of Swiss private banking services 
is pleased to announce 
the opening of a new Representative Office 
in Hong Kong 


For further information, contact: 
Mr. R. H. J. Turner or Miss Fanny Jim Pui Lan 
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by up to 35%. erbe, hee sion 
of HK$865 million towards the stallin, 
of Redhill. P 

The second joint venture for which 
Bedford is held responsible inve s 
partnership with Carrian Invest 
the _ record-making — HK$2.8 
Miramar Hotel site in Nathan Road, Kow- 
loon. Land holds 50% of the shares and 
Carrian 35%. A few months after 
rian's financial problems became known, 
the vendor, Miramar, agreed that pay- 
ment of HK$1.8 billion — the balance — 
would be deferred until May 1984. 
Nevertheless, Land has made a provision 
of HK$367 million against this project. - 

Land's association with Carrian has ob BE 
viously become an embarrassment. Like © 
many in town, Hongkong's biggest land- 
lord had fallen for the flashy profile Car- 
rian — or more precisely its chairman Tan 
— presented. Land first dealt with Carrian 
in 1979, when it sold Gammon House 
(now Bank of America Tower) to Tan for f; 
HK$998 million — at a profit of HK 238 
million. 

In June 1982, Land entered into a 50:50 s 
joint venture with Carrian, selling 207 lux- - 
ury flats which Land owned in May Road, - 
the Peak, to the new company for HK$998 
million. It is unlikely that Carrian has 
been able to make the payment for it j 
share, which was due in 1982-83. | 

Apart from Miramar and May Road, - 
Land has two smaller joint ventures with 
Carrian — also on a 50:50 basis. These in- — 
volve development of 22 small houses and 
a factory in the New Territories. Like its” 
other projects with Carrian, these two 
presumably have also been shelved. 

But it is not only such joint-venture 
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 ford's. Since Februai 
paid HK$4.76 billion for the 13,400- 
Exchange Square site next to fae Con. 
naught Centre on the waterfront in Cen- 
tral, the value of the site has halved. A 
negative cash flow (income minus financ- 
ing charges) is predicted from the three to- 
oe ne Office space due for completion in 
85- 


A the ownerof most of Hongkong's 
prime Central commercial develop- 
ments such as The Landmark, Alexandra 
House, Swire House, the Connaught 
Centre and the Mandarin Hotel, Hong- 
kong Land bought the Bank of Canton 
Building in Des Voeux Road Central for 
HK$500 million in December 1982. It also 
has agreed in principle to the redevelop- 
ment of the Chartered Bank Building in 
Des Voeux Road. 

The financing costs of its many current 
developments, including joint ventures, 
left the group with net current liabilities of 
HK$4.8 billion last year and pushed up 
long-term liabilities from HK$1.4 billion 
to HK$11.4 billion. The (net) interest 
charge against profits more than doubled 
(to HK$556 million) between 1981 and 
1982. Reflecting its need for cash, Hong- 
kong Land sold off its 34.8% stake in 
Hongkong Telephone for HK$1.4 billion 
earlier this year (REVIEW, Apr. 7). Other 
assets, including Land's 34% stake in 
Hongkong Electric (reportedly purchased 
in association with Carrian) could possibly 
be up for sale soon, too. Meanwhile, the 
massive capital-commitment programme 
is being reviewed and some projects may 
be "deferred or cancelled." 

So Hongkong has two sets of monu- 
ments to the Bedford era. The first, the 
sad monuments to. the recent years of 
over-extension and ill-judged joint enter- 
prises on which construction work has at 
least temporarily ceased — the Miramar 
Hotel extension, the Mid-Levels residen- 
tial complex between Old Peak Road and 
Glenealy and the savage ecological dam- 
age wrought upon the scarred Redhill 
peninsula at Taitam. 

A better memorial is the transformation 
Hongkong Land wrought upon Central 
district. Only a few years ago, the heart of 
Hongkong was still a collection of aging 
and shabby buildings. These have now 

iven way to a handsome set of modern of- 
Boe block skyscrapers. Bedford dreamed 
of the new Central complex attracting 
those wanting top-class dining and enter- 
tainment at night. 

Bedford excelled in man-management 
and was an immensely popular personality 
in Hongkong, able to switch from know- 
ledgeable discussions of serious issues to 
witty after-dinner bonhomie with grace 
and humour. His enormous capacity for 
optimism and his confidence in Hongkong 
were the key to his years of success, but 
also rendered him. vulnerable to those 
wielding long knives. When work resumes 
on the now deserted sites, Central district 
will still stand as witness to Bedford's 
characteristic o timism. 
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Rough sailing for two 


Singapore’s Keppel Shipyard and the 
company it is in the process of taking 
over, Straits Steamship, both reported 
drastically reduced profits for the first 
half of this year owing to depressed con- 
ditions in the marine sector. The Keppel 
group's pre-tax profit plunged 71% to 
$$24.2 million (US$11.3 million) from 
S$83.7 million achieved during the first 
half of 1982. After accounting for taxa- 
tion and minority interests, the Keppel 
group’s net profit amounted to a little 
more than S$13 million, down 68% from 
the June 1982 level. The company did 
not declare an interim dividend. The last 
time Keppel took such a severe beating 
was in 1978 when group pre-tax earnings 
were down by 85%. Keppel subsidiary 
Far East Levingston Shipyard earlier re- 
ported a 48% drop in pre-tax earnings to 
$$19.9 million for the first half. 

Straits Steamship reported a group 
pre-tax profit of S$2.7 million or less 
than a quarter of the S$12.97 million 
made in the first half of 1982. Among the 
contributing factors, in addition to the 
generally depressed shipping market, 
were low yields from a newly acquired 
cruise ship and losses from a mining con- 
tract in Western Australia, which is 
likely to be terminated soon. A dividend 
of 3% has been proposed. 

— V. G. KULKARNI 


Hamersley leaps high 


Australian iron-ore miner Hamersley 
Holdings boosted its net profit by 56% to 
A$39.7 million (US$34.7 million) in the 
first six months of 1983. The group's per- 
formance was helped by the devaluation 
of the Australian dollar (since the com- 
pany's contracts are written in US dol- 
lars) and a 6.7% rise in shipments. The 
higher profit was struck on revenue 
which rose 18% to A$319.6 million from 
the previous. A$270.7 million. Ship- 
ments rose to 15.6 million tonnes, from 
14.68 million tonnes previously. 

Tax charges of A$59.9 million were 
provided for and the depreciation provi- 
sion rose to A$48.8 million. Hamersley 
is 94% owned by CRA, with the balance 
of the capital held by a number of Japan- 
ese steel mills. No interim dividend has 
been declared. — BRIAN ROBINS 


No fun for Fung 


Hongkong property company Sun King 
Fung Development (SKF) has reported 
an unaudited attributable loss of 
HK$25.75 million (US$3.4 million) for 
the first six months of 1983, compared to 
a profit of HK$31.43 million in the same 
period in 1982. The loss includes a provi- 
sion of HK$19.78 million for diminution 
in values of certain investments. 

The company, formerly a subsidiary 
of Sun Hung Kai Securities but now con- 
trolled by Sun Hung Kai founder and 












principal shareholder Fung King-hey, is 
among the Hongkong property com: | 
panies that have suffered from the terri- | | 
tory’s property-market collapse. In | 
1982, SKF incurred a net loss of HK$105. , 
million and a further HK$397 million | 
loss on extraordinary items. p 
The first-half loss was equivalent to | — 
5.5 HK cents a share, compared to earn- ta 
ings of 6.7 cents a share in the same 1982 | 
period. The directors decided not to de- 
clare any interim dividend. Fung also. 
disclosed that the company had noted lit- - 
tle improvement in the oversupplied 
property market's condition. He said n 
SKF will continue to reduce its debts and | — 
await better investment opportunities. | 
— A CORRESPONDENT | 


Up from the pits 


Two big Philippine mining companies, | — 
Atlas Consolidated Mining and Deve- | 
lopment Corp. and Lepanto Consoli- | 
dated Mining Co., posted profits in the 
first six months of this year — mainly be- 
cause of higher prices of copper, oid fa 
and silver — compared with losses in the | — 
same period in 1982. Atlas reported a 
net profit of P92.4 million (US$8.4 mil- 
lion) and Lepanto made P55.8 million; | - 
losses registered by the two in the com- 
parable 1982 period were P257.5 million 
and P25 million, respectively. 

For Atlas, an additional boost came 
from a law that allows losses to be car- 
ried over to succeeding periods for taxa- 
tion p . The company’s shift from 
oil to coal for its energy needs, also | 
translated into substantial cost savings. 

Lepanto's roaster project (to purify |. 
copper concentrates) is scheduled to be | 
completed this year to contribute to effi- | 
cient operations. On a consolidated | - 
basis, Lepanto and its affiliates and sub- - b 
sidiaries earned total net profits of P56.8 | 
million in the half, against a net loss of ie 
— LEO GONZAGA |- 


P25.3 million in the same 1982 period. 
A late rally at Alcoa | 


Aluminium group Alcoa of Australia | 
posted a net profit of A$19 million 
(US$16.5 million) for the six months to | — 
June 30 which, while well down on the | © 
profit of A$36.9 million in the same 1982 | 
period, represented a near-doubling of 
quarterly profits — from A$6.5 million | - 
in the January-March period to A$12.5 |. — 
million in April-June. Sales revenue for | 
the half was virtually static at A$443 mil- | | 
lion, compared with the bee " 
A$445.7 million, Exports inched up to | - 
A$369 million from the previous A$366 | — 
million while domestic sales fell slightly | 
to A$74 million from A$79 million. In- | - 
terest charges totalled A$50.3 million | - 
(previously A$20.8 million). The tax | J 
provision was A$27.7 million, down 
from A$33.8 million, and the deprecia- 
tion provision up to A$39.8 million, 
from A$37.4 million — BRIAN ROBINS 
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The bears creep back 
‘SA | 
_ PESSIMISM ruled Asian markets which, with the exception of New Zealand and Australia, 
he. retreated in the period to Aug. 8. Expectations of an increase in United States interest rates 
— and some bearish domestic factors generally kept investors away from exchanges. Australia 
. ended with slight gains behind sustained overseas demand and New Zealand was propped by 






















HONGKONG: ‘The market weakened further as jit- 


-fers over the political future of the territory were 
_ exacerbated by the non-committal wording of a joint 
- Sino-British communique: This uncertainty, com- 
bined with fears of a rise in United States interest 
n rates that might pin down the local currency, pushed 
— the Hang Seng Index to its closing 1,028.00, down 
- 24.84 points from the previous period. Average daily 
turnover declined further to HK$125.8 million 
—  (US$16.8 million), including a low. of HK$88 million 


—— posted on Aug. 8. 


= 
BrP 
Te 


' 


— TUNYU: The weaker yen sapped investor en- 
thusiasm and led to a period of low turnover. Prices 
. generally drifted down, influenced strongly by the 
~ bearish mood on Wall Street. The yen would have 


— continued to weaken if not for intervention by the 

— monetary authorities, and this need to prop the cur- 
fency gave rise to fears of further declines and re- 
- duced foreign buying. There was sporadic interest in 
— large steels and chemicals. The Nikkei-Dow Jones 
| Average closed at 8,960, down 55.6 points for the 
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| »l PURE: Fraser's Industrial Index lost 
—— "another 60 points to close at 5,325.93 as the market 
_ weakened. Analysts said the current correction 
_ phase could last for several weeks and the market 
— may shed another couple of hundred points before 

_ the next bull trend. There may be temporary gains 
_ from the better-than-expected second-quarter fig- 
—— ures for the Singapore economy; but these are likely 
—— tobe inhibited by Malaysia's austerity measures and 
$ high interest rates in the United States. Trading re- 
— —mained listless with 73.3 million shares changing 
hands in the five-day period, or an average daily turn- 
ver of 14.7 million. 


Pa L U LUMPUR: Bears were on the prow! at the 
Kuala Lumpur Stock Exchange as Fraser's Industrial 
— Index closed at 3,326.66, down 117.75 points from 
_ the previous period's close. Selling pressure was 
Ive Mns in the wake of Deputy Prime Minister Datuk 
- Musa Hitam's caution that several new development 
‘Projects were going to be shelved. Brokers said this 
— resulted in selling of blue chips as well as second lin- 
- ers by large syndicates. Wall Street did not offer good 
f — mews and with the recent raising of American interest 
- fates, the bearish trend could well continue. Trading 
© was thin but spread across the board with 42.9 million 
shares changing hands in the five-day period, or a 
daily average of 8.6 million units. 






SEOUL: A government forecast that the South Ko- 
_ -Fean economy is returning to Strong growth in some 
— sectors did little to stimulate the flagging market, 
- where trading during the period was about the 
- Slowest for the year. Daily trading volume averaged 
only 5 million shares. Analysts said reports of a sharp 
upturn in exports during June and July were offset by 
fears generated by the government's deepening in- 
vestigation of tax payments and questionable finan- 
cial practices by the Myongsong group. a leisure-in- 


i - heavy buying in property and oil stocks. Major US banks did raise their prime rates after the 
— period’s close and this was expected to be reflected in near-term market trends. 
TURSE 


dustry and property giant. The investigation report- 
edly is spreading into South Korea's unofficial kerb 
money market. The composite price index dropped 
0.97 of a point to close at 123.63. 


AUSTRALIA: Weakening overseas demand re- 


sulted in the Australian All-Ordinanes Index closing 
at 672.7, which, though down 13.5 points from the 
peak of 686.2 reached by the close of trading on Aug. 
4, was still up by 6.4 points on the period. Trading 
levels fell significantly after that peak and by Aug. 8 
there was scant sign of any major overseas buying. 
The market normally goes into decline ahead of the 
announcement of the federal budget (due on Aug. 
23) and the buoyancy of the market ahead of this 
year's budget presentation has surprised many, but 
has primarily been due to offshore demand. 


NEW ZEALAND: The minor overall change in the 


index, which closed 0.65% up at 959.83 points, belied 
the fact that there was plenty of action tn the market. 
The unsettling influence of tumbling interest rates 
was responsible for a seesaw movement by indus- 
trials. The real activity centred on property and oil 
stocks. The five listed property stocks witnessed fran- 
tic buying and produced share-price gains of up to 
100% as investors anticipated the effect of lower in- 
terest rates on property returns and prices. Oils re- 
sponded to expectations of positive drilling results. 


TAIPEI: Prices fell across the board every day dur- 
ing the period as the market correction gathered 
steam. Most shares were included in the downward 
plunge with construction, machinery and electrical 
issues suffering the largest drops. The weighted index 
closed at 689.13, down more than 42 points. Analysts 
had expected the correction since July 4 when the 
index hit a historical peak of 765.71. However, many 
now think the market plunge will be short-lived. 
Trading volume for the period was also weak, av- 
eraging only NT$812 million (US$20.3 million). 


MANILA: The oil sector saw little action in the 
wake of disappointing reports from oil-exploration 
sites. Overall, only 131.5 million shares changed 
hands at a combined value of P 30.7 million (US$2.8 
million), with a big single transaction in Family Bank 
shares alone accounting for P 10.7 million. There was 
also fairly brisk trading in miner Atlas Consolidated, 
which not only made an earnings turnaround in the 
first half, but also announced plans to float P 300-600 
million worth of unissued shares in order to retire a 
portion of its loan obligations. 


BANGKOK: Profit-taking that followed the previ- 
ous week's sharp gains brought average daily turn- 
over to Baht 49.4 million (US$2.2 million): An in- 
terim dividend of Baht 20 announced by market 
leader Siam Cement on Aug. 3 temporarily halted a 
decline in investors’ confidence which started on 
Aug. 2. Towards the end of the period, however, ac- 
tivity lessened. The Book Club Index shed 1.45 
points to close at 131.50. 
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In your dreams you may 
have pictured yourself 
soaking in the sun on a 
tropical island far away from ^j 
the crowds, disturbed by 
nothing except the sound of 
waves gently lapping on 
glistening sands. 

But in Malaysia 
dreams do come 
true. 

Penang Island, 
the “Pearl of the 
Orient’, is situated just off the north- 
west coast of Peninsular Malavsia. 
It's an exciting contrast of bustling 
City scenes and serene beaches, 
stately mosques and ornate 
temples. A complete holiday in 
itselt 

Half an hours flight north of 
Penang are the 99 islands of 
Langkawi. Here you water-Ski, sail 
and fish in idyllic surroundings and 
even discover your very own 
desert island. Further down the 
coast lies the island of Pangkor. 

Here, chalets are available only 
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a stone's 
throw 
from soft 
white 
beaches. 
Over on 
the East 
Coast in the 
South China 
Sea is the island of 
Tioman, a sports- 
man's paradise. 
There are amenities 
for sailing, water-skiing, fishing, 
diving and jungle trekking. 

Nearer to the mainland is the 
island of Rawa. The real 
fascination of Rawa is beneath 
the waves where myriads of 
brightly coloured fish dart in and 
out of the coral reefs that are their 
homes. 

Yet another island along the 
East Coast is Pulau Perhentian 
lying in waters so crystal clear 
that you can see its fabulous 
treasure house of corals and 
shells resting on the sea bed. 
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There are so 
many islands 
around the 
shores ot 
Malaysia — 
Redang, Kapas, 
Aur, Gaya — the 
list is almost 
endless and 
each one is a dream come true. 
So why not experience them 

all by com- ` 
pleting the J 
coupon below. «e 2» 
We will 

gladly send 
you further 
information 
on our 

Island Resorts 
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and make your dreams come 
true. 
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he clocks here register the same time 

as in Peking (or Hongkong), though it 
is more than 2,500 miles to the west of the 
Chinese capital and the sun sets about 
two-and-a-half hours later. But there con- 
formity appears to end, and the Uighurs, 
who make up 140,000 out of the urban 
population of 160,000, live their own lives 
in their own time. The few visitors to this 
remote region are welcomed with a 
“lateish” lunch of kebab and other Arab 
foodstuffs at 5:30 p.m. and an “early” din- 
ner at 9:30 p.m. before attending a song- 








LETTER FROM KASHGAR 











and-dance performance at a 
crowded theatre. 

During the show the local women lifted 
their rather ugly, thick, brown crochet veils 
to watch a middle-aged local star perform 
what were rather euphemistically called 
“Spanish dances.” The atmosphere was 
relaxed and people wandered around, 
chatted and changed their seats at will. 

Although the city is dominated by the Id 
Kah and other mosques, there is a gigantic 
statue of the late chairman Mao Zedong, 
badly in need of a coat of paint and re- 
pairs. But this, together 
with a few obvious 


large, 


partment store, is the 
only visible sign of com- 
munist rule. 

Uighur leaders in the 
Xinjiang Autonomous 
Region, where they have 
a majority over the more 
nomadic Kazakhs and 
Kirghiz, claim they have 
bridged the gap between 
Islam and communism 
and, indeed, they are all 
party members though 
they attend the mosque 
on Fridays, if not more 
frequently, for prayers. 
Peking has recently en- 
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couraged the local imams by presenting 
them with handsome editions of the 
Koran in Arabic, which they have diffi- 
culty in reading. 

The Han Chinese are conspicuous be- 
cause of their pale faces and, whether civil 
or military, they maintain a low profile. 
Indeed, though the city is within 100 miles 
of the Soviet frontier and not much further 
from the short border with Afghanistan, 
there are few soldiers around. And this is 
despite the fact that Lop Nor, which 
houses China's nuclear installations, is 
across the Taklamakan desert to the west 
in the same autonomous region. 

No one in the large post office had ever 
heard of Hongkong and a senior official 
was consulted about the cost of air mail to 
the city. Kashgar contains several mar- 
kets, one for fruit and vegetables, another 
for meat — not pork — and dried fish, 
while there are large bazaars where car- 
pets, felt, silk and clothes are sold. The 
men, who wear thick, long, felt coats and 
fur hats *to keep out the heat," generally 
carry small, elegant daggers on a chain 


SELL 14 SEATS. 


The ATR-42 offers an early profit. In route 
studies made for more than 20 regional 
airlines in the U.S., the break-even point has 
ranged between 10 and 17 with an average 
of14 — a load factor of only 30%. 

The ATR-42's low break-even point 
means that, for very little more than the cost 
of a smaller airplane (about the cost of one 
seat), you will have an airliner you can grow 
into during the months and years ahead. 

Reasons for the ATR-42's low break-even 
point include its speed of 276 kts and its low 
fuel consumption — only 1,005 pounds for 
200 nautical miles. These performance 
benefits, confirmed by extensive laboratory 
and wind-tunnel testing, are produced by 
the ATR-42's new Pratt & Whitney 120 
turboprop engines, flat-rated at 1800 SHP, 
and by an advanced airfoil and airframe 
created out of our ongoing computer 


studies of aerodynamics, structures, and 
light, composite materials. 

Another economic benefit is the MSG3 
maintenance program. We are applying to 
the ATR-42 the same life-cycle maintenance 
program being utilized for the Airbus A310 
and the Boeing family of new jet transports. 

The ATR-42 is the inspired brainchild of 
Aerospatiale and Aeritalia, two 
distinguished parents who possess 
unmatched experience in every aspect of 
advanced aerospace technology, design, 
and production. No wonder the ATR-42 is 
acknowledged as the world's most 
advanced regional airliner. 

Let us make an economic study for you 
When you see the results, we think you'll find 
that the ATR-42 is exactly what we claim it is 
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around their necks. These can be seen 
while they are being shaved in public in a 
corner of one of the bazaars which special- 
ises in powder made from rhinoceros 
horns and other aphrodisiacs and spices. 

The women can be heard bargaining for 
lengths of beautiful silk or furs. Indeed, 
the bazaars have changed but little since 
Kashgar was the main stopping place on 
the Silk Road between Xian and Samar- 
kand during the centuries before and after 
Christ, when silk in Rome was worth its 
weight in gold and only the Chinese knew 
how to produce it. 

The former British Consulate, which 
was so famous during the last century for 
its hospitality to travellers, now serves as a 
lodging house for truck 
drivers, and government 
offices have been built 
among the poplars in the 
once-beautiful grounds. 

It was fashionable to 
have six or eight children 
but recently, under pres- 
sure from the Han 
Chinese, who are virtu- 
ally ordered to keep to a 
one-child family, the 
Uighurs have been “re- 
quested” not to have 
more than four children, 
There are plenty of 
schools, but compara- 
tively few children living 
outside the urban areas 
appear to attend them. In 


one small oasis inhabited by Kazakhs and 
devoted to breeding and rearing horses, a 
small boy of 12 said in no uncertain terms 
that no one but a fool would spend the day 
in a classroom when he could be riding 
around on his own pony. 

The population in the fertile oases looks 
well-fed and prosperous and people were 
always friendly and helpful, allowing us to 
picnic in their orchards and inviting us into 
their pleasant mud-built houses for tea 


| and nan (unleavened bread) enlivened by 


the delicious preserved fruit which gives 
the area its name, the "Land of Fruit and 
Melons." But the delightful conditions en- 
joyed by the oasis dwellers are not shared 
by the hundreds of workers who have 


The old consulate building: a lodging for truck drivers. 





been brought in 
tó keep the 
Karakoram high- 
way in a reason- 
able state of repair 
and undo the 
worst ravages of 
the frequent land- 
slides and floods 
as streams change 
their courses. The 
road workers live 
in hideous modern 
compounds built 
with imported 
bricks which lack 
the facility of mud 
houses to be easily 
heated in winter and cool in summer. 

The fact that passenger terminals are 
being constructed at what were formerly 
little-used military airfields in the extreme 
west of Xinjiang, together with new guest 
houses, suggests that the region will be 
open to tourists within the next few years. 
There are plenty of attractions. 

And let us hope the “donkey taxis” are 
retained as one of those attractions. These 
flat carts drawn by a donkey carry from six 
to eight people sitting cross-legged on a 
rug. If the sun is strong an awning is put up 
and the cost is about 50 HK cents (7 US 
cents) a mile. These donkey taxis, along 
with the food, the smells, the mud houses 
and general leisured way of life, are re- 
miniscent of northern Iran or Afghanistan 
a decade ago. — CLARE HOLLINGWORTH 
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A country 


shouldnt 
have to put 

in a new 
telephone 


system 
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needs more 
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Sihanouk's successes 


Darryl Bullen [Letters, REVIEW, July 21] 
seems to suggest that Prince Norodom 
Sihanouk is responsible for most, if not 
all. of Cambodia's misfortunes. 

Any fair-minded observer of recent 
Cambodian history would have to agree 
that Sihanouk, by the force of his own per- 
sonality and the exercise of his political ta- 
lents, ensured that real power lay in his 
hands and, most importantly, used this 
power to unite the country around his per- 
son and gave all Cambodians, including 
those who lived in the more remote coun 
try areas, a sense of national identity and 
of national purpose. 

Sihanouk's belief that such unity was 
absolutely essential to Cambodia's survi- 
val as an independent nation, and that this 
requirement transcended any sectional or 
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| Sihanouk maintaining an oasis of peace 


ideological interests, is as realistic today as 
it was in the 1960s. 

It is too often forgotten, in my view, 
that Sihanouk was responsible for keeping 
Cambodia, for 17 years, an oasis of peace 
in the turmoil of Indochina. His diploma- 
tic flair and his navigational skills were al- 
most the only weapons available to his 
country in its struggle for national survi- 
val. It is fundamentally indecent to ignore 
the prince's leading role in recent Cambo- 
dian and Indochinese history. 

In debating the rights and wrongs of 
what has happened in Cambodia, the im- 


:j 


portant question is not whether the "lesser | 


evil" is a communist government control- 
led by Vietnam or a murderous pro- 
Chinese communist regime, such as the 
one of Pol Pot and associates. The tmpor- 
tant question, too often ignored, is whe- 
ther Cambodia will be able to survive as a 
nation on its own, or whether it will disap- 
pear under Vietnam's expansionism. 

Toorak, Victoria JULIO JELDRES 
"The terror of the Khmer Rouge and Pol 
Pot can never be forgotten or forgiven,” 
writes Darryl Bullen. Why then does he 
advocate recognition of the regime of 
Heng Samrin, a former Pol Pot lieuten- 
ant? As a former Khmer Rouge leader, 
Samrin is an accessory to the crimes com- 
mitted by Pol Pot over millions of Cambo- 
dians. Frankly, the people of Cambodia 
deserve a better government than either 


the Samrin or Pol Pot regime. Son Sann's | 
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by The Peninsula Group. With a hundred 
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business and pleasure 


travellers in the Orient, we 
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The Peninsula Group 
Fidfilling the promise of the Orient 
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The Peninsula Group Tel: 3-722577! Tix: 34064 PENGP HX 


Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula, The Discovery 
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The Prince Hotel (early 1984) In Singapore: The Marco Polo In The Philippines: The Manila 


Peninsula In Thailand: The Bangkok Peninsula In The People’s Republic of China: 


The Jianguo Hotel, Beijing. 
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Front seems best cus ome to respond to 
the aspirations of the Khmer people. 
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Skirting the quotas 
Steak-out [Intelligence, REVIEW, June 9] 
stated: "Australian officials . . . are upset 
over a little-known 1978 agreement that 
lets United States producers ship some 
20% of total beef imports outside existing 
quota arrangements." Either your report- 
er or the Australian officials in question 
seem to be confused, and I hope the follow- 
ing explanation will clarify the situation. 

In 1977 imports of “offal” into Japan 
from the US totalled 21,000 tonnes, a sud- 
den increase of almost three times over 
the previous year. Of this amount around 
50% was estimated to be beef-inside-skirt, 
a diaphragm meat item sold as beef in 
Japan. Acting on complaints from Japan- 
ese retailers the Ministry of Agriculture 
(MAFF) decreed in 1978 that beef-inside- 
skirt would henceforth have to be im- 
ported under the beef quota, and imports 
by the private trade soon ceased. The US 
protested and subsequently the MAFF 
agreed to import 4,000 tonnes a year 
within the Livestock Industry Promotion 
Corp. (LIPC) quota. This is the “little- 
known agreement" mentioned in the arti- 
cle. 

With beef-inside-skirt placed on the list 
of restricted imports, Japanese importers 
immediately switched over to the importa- 
tion of two similar types of meat, hanging- 
tender and outside-skirt. Being classified 
as offal, these can be freely imported out- 
side the quota system, and imports from 
the US are estimated to have reached 
40,000 tonnes in 1982. This large inflow of 
meat tends to defeat the very purpose for 
which the quota system was introduced — 
the stabilisation of domestic beef prices — 
and must be creating headaches for the 
MAFF and LIPC whose responsibility it is 
to ensure that beef prices in Japan remain 
stable. 
Tokyo 


A chance for a change 


The moves towards regional cooperation 
among the South Asian nations raised the 
hopes and aspirations of a quarter of the 
world's population who are relatively 
much poorer than the rest of the world. 
The regional forum may achieve tremend- 
ous success in uplifting the quality of life of 
the 1 billion people in its area if the follow- 
ing tasks are taken seriously and im- 
plemented as quickly as possible: 

» Technology assessment and technology 
transfer must be carried out among par- 
ticipating nations. 

» Cooperation in the field of agricultural 
development must be given top priority. 
» Industrial joint ventures need to be 
initiated. 

» Effective steps should be taken for ex- 
change of ideas, education training and re- 
search. 

» Inter-regional economic cooperation 
among the South Asian forum, Asean and 


DAVID BUTLER 





ES — o s. it Ere 
be init ated f om he ' ery begin- LE 
ning to reap the benefit from the 
experiences of the successful group- 
ings. E 
» To maximise regional income, employ- 
ment and resource use, attempts must be - p 
made to ensure freer flow of resources - 
among member nations. 
One looks forward to seeing the South. E 
Asian forum bringing about meaningful — - 
transformation in the socio-economic life — 
of the member nations. And one must 
be grateful to the architect ofthe forum— __ 
the late president Ziaur Rahman of © A 
Bangladesh. 
Kota Kinabalu 
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As a geography-major student, I am com- — Y v 
pelled to point out that the mountain pic- — — 
tured in Moving mountains (Letters, - b 
REVIEW, Aug. 4]isnotSwitzerland's Mat- — 
terhorn, but British Columbia's very own 

Mount Assiniboine. They share some 
similarities and, quite understandably, at 
the turn of this century, Mount As- - 
siniboine was known as the Matterhorn of — 
the Rockies. But, sad to say, the "super- T 
natural" is not at work! | 
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The Dayaks’ only hope 

It was interesting that K. Das’ reports on. — 
the Selanchar Empat slavery scandal in 
Peninsular Malaysia and on the establish- 

ment of the Dayak-based Party Bansa 

Dayak Sarawak coincided [REVIEW, July 

28]. 

Regarding the alleged slavery — news 
of which leaked out after a police report 
was lodged claiming that workers were ill- 
treated, severely punished for the slightest 
fault and denied wages — the authorities 
have now been alerted. However, atten- 
tion should also be focused on the East 
Malaysian state of Sarawak. 

Outbreaks of arson against logging 
camps and incidents of Dayaks attacking 
timber tycoons clearly indicate anguish 
and dissatisfaction among the indigenous 
population. The welfare of these people 
was neglected after their timber areas 
were exploited. Floods occurred after 
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atuk “Rais Yatim stressed after ‘the 
lanchar Empat case, the system of 
varding contracts must be reviewed and 
tractors made more p Arr d for 
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the indispensable qualities of a true leader 
would include being able to think for one- 
self and creatively suggesting new avenues 


of approach in doing things. The PAP 


does not scem p leave much room for 








push Lim up: igh and so fast d to dis- 
cover his feet of ¢ iis 






“EX SINGAPOREAN’ 


r MA: with. some ‘amusement about the 


Llewellyn Report on the Hongkong edu- 


Review, Aug. 4]. Having 
ngkong and in Britain, I 
vat the ailing British edu- 
cation system and its hopelessly inefficient 


cation system f 


universities could possibly offer such a 
dynamic and fortune Tooke territory as | 


‘Hongkongi 
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Whatever the outcome of the 1997 de- 


. bate, I hope that Hongkong, along with 


other developing areas, ends its slavish de- 


pendence on that pious British export 


“expert advice.” 
Hounslow, Middle sex NO 


Lui et elle 


If your olictog hide Enine July 21] 
purports to show the feminine features of 
Li Shuang, the Chinese girl sent to a 
labour camp because of her association - 
with a French diplomat, perhaps you 


A. POH. PATERSON 





» would be good enough to print in another 


issue the masculine features of Mr Em- 


manuel, or Miss Emmanuelle, Bellefroid. 


Singapore — R. A. OHL 


€ Apologies. A photograph of diplomat 


 Bellefroid was mistakenly captioned as Li. 


Pseudonyms are accepted, but letters must 





bear the writer's signature and address. 
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Asia's principal oil producers, Indonesia and 
Malaysia, are likely to be net importers by the 
1990s unless domestic consumption is further 
constrained. Meanwhile, the region's oil-import 
bill in 1982 was a huge US$72 billion — 70% of 
it being borne by Japan. As a result, virtually all 
countries have embarked on diversification 
schemes. Fortunately, involvement by foreign 
countries in oil exploration has increased 
dramatically over the opening years of the de- 
cade. Focus looks at the state of the industry in 


Asia, with special articles on services, con- 


tracts and oil rigs. Pages 39-78 


Cover photo: Xinhua 





Page 12 

Pakistan's President Zia-ul Haq 
produces a new blueprint for the 
country's political future — and 
arouses protests. 


Page 13 

A.Peking statement on Hong- 
kong's future causes more unease 
in the territory. 


Page 14 

Philippine President Ferdinand 
Marcos drops one detention law, 
but substitutes another just as 
draconian. 


Page 19 
Troubled Sri Lanka gets a helping 
'foreign hand' from India. 


20 
Malaysia imposes a blackout on 


Page 24 
Cambodian refugees tell of a 
reign of terror by Vietnamese 
troops. 


Page 32 

South Korea 
hopes that the 
latest airborne 
defection from 
China will once 


again improve re- 
lations. Mean- 
while, President 
Chun Doo Hwan lifts some finan- 
cial restrictions on politicians. 


Page 34 
Things are looking brighter for 
magazines in India — and for their 
readers. 


Page 36 
Laos moves forward to a better 


news of a constitutional change | life under a more relaxed socialist 


affecting the rulers' powers. 
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80 ; 
India's success in staving off a 
payments crisis enables it to 
pass over some of the money it 
sought from the International 
Monetary Fund. 


Page 81 
China gets international help to 
develop its geothermal power ca- 


pacity. 


Page 82 

Japan, long famous for ceramics, 
now applies the craft to technol- 
ogy and achieves world leader- 
ship in several areas. 


Page 91 
China plans to use its military ca- 


| pacity to bolster civilian indus- 


tries. 


Page 93 

The Philippines hopes to re- 
vitalise car-assembly by lowering 
the number of participants. 


Page 97 

Singapore's Post Office Savings 
Bank is refused a full commercial 
banking licence. 
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Australian Kerry Packer hopes to 
buy out public shareholders in 
his quoted empire. Meanwhile, 
Robert Holmes à Court goes em- 
pire-building — with an eyebrow- 
raising bid for BHP. 
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The Japanese Government 
(0 plans to complete arrange- 
ments to allow the transfer of 
military technology to the 
United States before President 
- . Ronald Reagan visits Japan in 
_ November. Details of the 
—— proposed pact between the US 
— — and Japan are still being de- 
—  bated among Japanese minis- 
— tries, especially whether the 
= technology transfer should be 
on a case-by-case basis or 
. under an umbrella agreement. 
— — Last year, the US strongly 
4 requested that Japan begin 
— — sharing its expertise in military 
B — technology, and Prime Minis- 
ter Yasuhiro Nakasone indi- 
cated earlier this year that 
. Japan would do so. 
— HIKARU KERNS 





— A South Korean helicopter 
y | etam sank a 60-ton North 
ry orean vessel designed to infil- 
— trate agents and saboteurs into 
_ the South, a government com- 
munique said on August 13. It 
was the largest such espionage 
vessel spotted by the South Ko- 
rean navy, and it was attacked 
inside South Korean waters off 
— — -the east coast, officials said. 
E The ship, masquerading as a 
| Japanese vessel, was equipped 
with Japanese-made radar and 
two anti-aircraft guns, When 
the ship was spotted and signal- 
led to stop, it began firing at a 
South Korean destroyer pat- 
roling the area, the com- 
munique said. 

Authorities recovered wea- 
pons and identification cards of 
three North Koreans, along 
with portraits of North Korean 
; President Kim Il Sung and his 
-— son Kim Jong II, it added. 

B. — SHIM JAE HOON 








South Korean President Chun 
Doo Hwan, proclaiming one of 
the most sweeping amnesties of 
his term, has ordered the re- 
lease of 134 political detainees, 
mostly university students, and 
the restoration of civil rights 
for an additional 551 people 
convicted of various anti-gov- 
ernment charges but who have 
already been released. On the 
country’s August 15 National 





1n 


Day, Chun said his clemency 
was intended to consolidate na- 
tional unity. There would be 
more such pardons in future, 
he said, "if [political offenders] 
repented their past and resol- 
ved to contribute to national 
prosperity." 

Prominent among those 
freed was a Roman Catholic 
priest, Choe Ki Shik, who was 
serving a three-year sentence 
on charges of sheltering stu- 
dents who set fire to the United 
States Cultural Centre in Pusan 
last year. Those who had their 
civil rights restored included 
novelist Lee Ho Chol; jour- 
nalists Song Kun Ho and Han 
Yong Sang; university profes- 
sors Suh Nam Dong and Yoo 
In Ho, and lawyer Han Sung 
Hon. 

Officials said that some will 
not be allowed to run for public 
office unless cleared from 
another blacklist banning poli- 
tical activities. Ten other dissi- 
dents had their prison terms 
reduced. — SHIM JAE HOON 


India to build fence 
on Bangladesh border 
India has decided to build a 
barbed wire fence along the 
complete length of the 3,300- 
km. border with Bangladesh. 
This is a modification of an ear- 
lier proposal to build a wall 
along the frontier. India's aim 
is to seal the border against 
illegal immigrants infiltrating 
into Assam, Tripura and Ben- 
gal states. 

Bangladesh's chief martial 


Ershad. an nye pee act.’ 


law administrator, Lieut-Gen. 
H. M. Ershad, has criticised 
the idea. Speaking at a public 
rally in Chittagong on August 
14, he said a fence was against 
the principles of good neigh- 
bourliness and building it 
would be an unfriendly act. 
—SALAMAT ALI 





BUSINESS 


John Boyer will head 
Carrian creditors' group 
A former deputy chairman of 
the Hongkong and Shanghai 
Banking Corp., John Boyer, 
has been appointed as repre- 
sentative of bankers to the 
troubled Carrian group. His 
powers will include the ability 
to veto management decisions 
and to employ outside lawyers 
and accountants. He will have 
access to all Carrian documents. 

The appointment comes as 
secured creditors to quoted 
Carrian Investments, which 
has debts of some HK$3 billion 
(US$401.1 million), are being 
asked to agree to a bail-out 
plan under which loans will be 
written down to the current 
value of assets and preference 
shares issued equal to half the 
amount written off. 

The proposed arrival of 
Boyer from retirement in Lon- 
don — the Hongkong Bank is a 
major Carrian creditor — is 
said to have helped reassure 
other bankers. 

— CHRISTOPHER WOOD 


US groups call for a ban 
on kangaroo trade 
A 16-ft balloon named Joanna 
floating over the White House 
on August 9 kicked off an ap- 
peal to United States President 
Ronald Reagan to reimpose a 
trade ban on kangaroo pro- 
ducts. In 1981 the administra- 
tion yielded to Australian pres- 
sure and re-opened the US 
market to kangaroo skins and 
meat. Former president 
Richard Nixon had banned all 
kangaroo products and placed 
kangaroos on the threatened- 
species list in 1974. 

Conservation groups want to 
boycott the major US market- 
ers of kangaroo products: 
Rosignol (ski boots), Flors- 
heim (shoes), and MacGregor 
(golf bags). 

— ROBERT MANNING 
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Singapore slipstreams 
US economic recovery 
Singapore's economy bene- 
fited from the United States- 
led recovery in the first half of 
this year. Real gross domestic 
product grew by 5.6% but was 
lower than the 6.3% recorded 
in the first half of 1982. Lead- 
ing growth were construction 
(up 31.275), financial and busi- 
ness services (17.5%) and 


transport and communications 
(7%). Manufacturing was 
down 7.8% and tourist arrivals 
fell 1.7%, while total external 
trade declined 1.5%. 
Announcing the figures, 
Prime Minister Lee Kuan Yew 
cautioned that the recovery in 
the US may stall next year and 
called on Singaporeans to up- 
grade their skills and improve 
productivity. — v. G. KULKARNI 


Mahathir and Chun agree 
on more cooperation 
Malaysian Prime Minister 
Datuk Seri Mahathir 
Mohamad left Seoul on August 
14 after a week-long visit to 
South Korea’s major industrial 
facilities. He told newsmen 
Malaysia expected much more 
active South Korean invest- 
ment in Malaysia, particularly 
in the manufacturing sector. 
Mahathir said Malaysia's po- 
licy was to encourage joint ven- 
tures that depended on local 
resources and manpower, with 
South Korea expected to con- 
tribute capital and technology. 
Mahathir devoted much of 
his time to an explanation of 
Malaysia's Look East policy, 
asking the South Korean Gov- 
ernment to continue to accept 
Malaysian skilled workers for 
on-the-job training program- 
mes. South Korean President 
Chun Doo Hwan agreed to 
support the policy and said 
Seoul would do its utmost to 
turn over intermediate-level 
technology. —SHIM JAE HOON 


Sri Lanka is to get an 

IMF standby facility 

Sri Lanka has reached agree- 
ment with the International 
Monetary Fund for a US$100 
million standby credit disburs- 
able over 18 months. This ba- 
lance-of-payments support has 
been approved in principle by 
the IMF's managing director, 


Jacques de Larosière, and 
awaits board ratification. 
The accord was reached 


after 15 months of negotia- 
tions. Sri Lanka is in fact get- 
ting only half the. requested 
US$200 million. The apparent 
compromise is attributed by 
observers in Colombo to the 
government's unwillingness to 
conform to all IMF conditions. 
However, Colombo has made 
an effort to reduce its budget 
deficit and also devalued the 
rupee — by about 5%, not as 
much as the IMF wished. 

— MANIK de SILVA 
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BANGKOK'S CHINESE ROCKET 
Thailand is quietly making 
components for the Chinese- 
designed B40 anti-tank rocket 
launcher in a factory on the outskirts 
of Bangkok, according to reliable 
sources. Thai army Rangers have 
been seen in northeast Thailand, 
near the Lao border, carrying B40s 
and also new Chinese-made AK47 
assault rifles, though the army's 
main rifle is the American M16. 


NO BID, PLEASE 


The United States Government has 
told India that it will try to persuade 
two US firms to withdraw their bids 
to lease oil-storage facilities in 
Trincomalee, Sri Lanka. India is 
worried that US firms would use the 
storage facilities to provide logistical 
support for US forces in the Indian 
Ocean. Sri Lanka has received eight 
bids, including one from the Soviet 
Union, for use of the facilities, which 
were built by the British in World 
War II. The highest bidder has been 
one of the two US firms, followed 
by an Indian public-sector 
corporation. As yet, however, the 
Sri Lankans have not announced 
their choice. 


DESIRABLE PROPERTY 


Investment in Australia, mainly in 
property, from Asean countries and 
ongkong shot up in the early part 
of this year, according to Australian 

diplomatic sources. In the first 















BANGLADESH 
Pakistani Foreign Minister Yaqub Khan ar- 
rived on an official visit (Aug. 12). 


BRUNEI 

Brunei's Sultan Sir Muda Hassanal Bolkiah 
said the country will seek membership of 
Asean and the commonwealth after becom- 
ing fully independent early next year (Aug. 
I5). 


CHINA 

Chinese Communist Party General Secret- 
ary Hu Yaobang said that China plans to re- 
cover Hongkong on July 1, 1997, the presi- 
dent of Japan's Mainichi newspaper re- 
ported (Aug. 15). 


INDIA 

A special Sri Lankan envoy held a second 
round of talks in New Delhi with Prime Minis- 
ter Indira Gandhi on the situation in Sri 
Lanka (Aug. 11). The Sri Lankan Tamil 
leader Appapillai Amirthalingam met Mrs 
Gandhi (Aug. 14). At least nine people were 
injured in bomb explosions in Assam and 
Kashmir during Independence Day celebra- 
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Australia's Gold Coast. 


quarter of 1983, the figure for Asean 
investment in Australia was A$537 
million (US$468 million) — a jump 
of 45% over the corresponding 
period last year. Investment from 
Hongkong for the same period was 
A$417 million — again a 
considerable rise over the first 
quarter of 1982. 


THREATS FALL FLAT 


Those observers who believe that 
China's recent threats to ban Pan- 
American World Airways from 
flying to China in retaliation for Pan- 
Am resuming services to Taiwan 
were merely an empty ritual for 
domestic consumption and to make 
the point that China did not 


EN THE WEEK 3 


tions (Aug. 15). One person was shot dead 
and one was injured as Sikh extremists re- 
vived their campaign of violence in Punjab, 
officials reported (Aug. 16). 


INDONESIA 

Armed forces commander Gen. Benny 
Murdani said that the armed forces would at- 
tack without mercy any Fretilin guerillas in 
East Timor who ignore a call to surrender 
(Aug. 16). 


PAKISTAN 

Police detained 30 political dissidents 
ahead of a planned protest against military 
rule, opposition sources said (Aug. 11). Presi- 
dent Zia-ul Haq promised to hold elections in 
1985 and then lift martial law (Aug. 12). 
About 20,000 opponents of the government 
clashed with 10,000 government supporters in 
Karachi (Aug. 14). Two bombs went off in the 
office of a pro-government movement in the 
town of Dadu, north of Karachi, opposition 
sources said (Aug. 15). A crowd set fire to 
three court buildings and police clashed with 
more than 2,000 anti-government protesters 
in Dadu, opposition sources said (Aug. 16). 









approve, seem to have been 
vindicated. Not only has Pan-Am 
not been banned, it has been granted 
two flats for its staff in housing:short;t 
Peking by Chinese authorities. The? 
observers have never taken the 997] 
Chinese threat seriously because — 4 
China could have stood in breach of ` 
lease terms on some of its United 
States-made aircraft if and when 
such a ban led to US retaliation, and 
so stood to lose far more than Pan- 
Am. 


ARMS FOR THE MEN | 
Malaysia has been providing jungle- {| 
warfare training at a clandestine t 
camp for about 50 troops of the 
Khmer People's National Liberation 
Front (KPNLF), one of the 

resistance groups in the Democratic 
Kampuchea coalition. The KPNLF, 
which is understood to have about 
9.000 men under arms, is also to take 
delivery shortly of a Chinese arms 
shipment, including enough infantry 
weapons for 1,000 soldiers and a 
batch of fairly heavy equipment such — 
as mortars. KPNLF 
president Son Sann - 
and military 
commander Gen. 
Sak Sutsakharn say 
that apart from the 
1,000 men getting 
the new weapons, 

an additional 4,000 
are fully trained but 
still lack arms. 
















PHILIPPINES 
A military court sentenced three. army 
sergeants to death for kidnapping (Aug. 12). 


SOUTH KOREA 

The government announced that it was re- 
leasing 134 political prisoners and restoring 
full civil rights to 551 other dissidents already 
freed (Aug. 11). South Korean navy helicop- 
ters sank what was described as a North Ko- 
rean spy boat disguised as a Japanese vessel 
off the eastern island of Ullung-do, killing 
three people on board, South Korean military 
officials said. A Chinese air force pilot who 
defected in his MiG21 will be allowed to leave - 
for political asylum in Taiwan, the Foreign 
Ministry said (Aug. 13). 


THAILAND 

Thai troops seized about 1,000 Ibs of opium 
worth US$4.45 million after clashes with 
guerillas of opium warlord Khun Sa on the 
Thai-Burmese border, an army spokesman 
said (Aug. 10). Police seized a record 103.5 
kgs of pure heroin base and arrested five sus- 
pected major traffickers, officials said (Aug. 
14). $ 
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The Pak 





By Romey Fullerton 

Islamabad: When President Zia-ul Haq 
seized power in Pakistan in July 1977, he 
promised to hold elections within 90 days. 
Now — more than six years later — he has 
once again promised to hold elections, this 
time by March 23, 1985. Thereafter, he 
said, martial law would be lifted. 

The president had promised to an- 
nounce a political structure for the coun- 
try by August 14, Pakistan's 36th Indepen- 
dence Day anniversary. He beat his dead- 
line by two days and in a 103-minute ad- 
dress he told the Majlis-i-Shoora (Federal 
Council) that he had come to fulfil his 
commitment to the nation. 

Unfolding his blueprint for an Islamic 

litical framework for Pakistan, Zia said 

e would restore the 1973 constitution be- 
cause of the popular consensus in favour 
of it. Known as the People's Constitution, 
it was unanimously passed by a freely 
elected national assembly: its restoration 
has been the persistent demand of now- 
banned political parties throughout Zia's 
years in power. 

However, Zia's plans include some im- 

rtant amendments to the constitution. 

e has greatly increased the power of the 
president in relation to the prime minister. 
Under the new system, the president will 
nominate the prime minister on the basis 
of his assessment of backing in the na- 
tional assembly. The prime minister 
would then have to seek a vote of confi- 
dence in the assembly within two months. 

The president will be empowered to dis- 
solve the assembly if he is convinced that 
the prime minister has ceased to command 
majority support, but must call elections 
within 75 days. He will also have the 
power to return a bill to the assembly “for 
reconsideration.” 

Zia justified these changes by saying 
that, unamended, the 1973 constitution 
had not prevented the crisis in 1977 which 
had obliged the army to step in, The presi- 
dent at that time had been so powerless 
that the prime minister could not be pre- 
vented from becoming a tyrant, he said. 
Zia's elections will be held on the basis of 
adult franchise for local councils, provin- 
cial assemblies, a senate and a national as- 
sembly. 

He also emphasised that there would be 
no new role for the military. However, as 
under each of Pakistan's three constitu- 
tions, the president will be the supreme 
commander of the armed services — and 
will have much wider powers. He will ap- 
point the chairman of the joint chiefs of 
staff committee and the chiefs of staff of 
the three services. 

The president will be able to declare a 
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REGIONAL AFFAIRS 


"s leader again promises polls and an end to martial law 


a's carrot and stick 


state of emergency only after consulting 
the National Security Council. In one of a 
number of crucial areas which Zia left un- 
explained, he did not say who would be on 
the council or what other powers the coun- 
cil will hold. It iswidely speculated here by 
political observers that the council will be 
dominated by the military. 

Not least among those factors which Zia 
failed to discuss in detail was how the pre- 
sident will be elected. Nor did he say how 
the candidates for the national assembly 
and the senate will be nominated, saying 





Zia: an Islamic democracy? 














only that under Islamic principles they 
would have to be honest and pious men. 
The president will appoint the head of the 
Electoral Commission — a power which 
the opposition has denounced as a key to 
screening out dissidents. 

The other crucial missing link is whe- 
ther the president will lift the ban on poli- 
tical parties — he did not mention them in 
his address. Quizzed about this at a press 
reception on Independence Day, Zia said 
he would have to give the matter careful 
thought and he would not hurry the deci- 
sion. This is no doubt a tantalising carrot 
for the political figures who would wel- 
come a role in a civilian government. But 
the full restoration of political parties and 
party-based elections is improbable. Zia 
knows that former prime minister Zul- 
fikar Ali Bhutto’s Pakistan People’s Party 
(PPP) could still command a massive vote. 
The fact that Bhutto's daughter, Benazir, 
is under house arrest amply illustrates his 
fears on that score. However, he simply 
cannot afford to leave the banned political 
parties out in the cold. Pakistani political 
analysts suggest that in the coming weeks 
the president will find some way of giving 
opposition politicians a role. 

As the “stick” counterpart, in his ad- 
dress to the Majlis-i-Shoora Zia warned 
that the authorities would not tolerate dis- 
order and would make no concessions to 
troublemakers in the 18-month run-up to 
the elections. In the week preceding the 
launching of a civil disobedience cam- 
paign on Independence Day organised by 


Sifting the blueprints 


An official report says that a multi-party 
parliamentary system is not in keeping with Islam 


Islamabad: On August 4, just eight days 
before he made his announcement of a 
new political framework to Pakistan's 
Majlis-i-Shoora (Federal Council), Presi- 
dent Zia-ul Haq received the report of a 
commission he had set up only three 
weeks before to make final recommenda- 
tions on the country's political future. 
The 15-man commission under the 
chairmanship of a Muslim religious scho- 
lar, Moulana Ansari, had been asked to 
present its conclusions after examining re- 
ports by three other bodies on the coun- 
try's political structure. This last commis- 
sion was to concern itself especially with 
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how the modern requirements of govern- 
ment could be made compatible with the 
tenets of Islam. The earlier commissions 
had presented three divergent views. 

The first report was by a special com- 
mittee of the Majlis-i-Shoora, which is the 
body nominated by Zia to act as a substi- 
tute parliament. The report, by the major- 
ity of the council, recommended the resto- 
ration of the parliamentary system of gov- 
ernment under the 1973 constitution but 
with increased powers for the president 
over the prime minister. It also recom- 
mended a series of qualifications for can- 
didates to the national and provincial as- 
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the eight-party o: ion alliance, the 
Movement for the Restoration of Demo- 
cracy (MRD), the security forces arrested 
more than 200 leading politicians. 

On August 14 itself, riot police used 
teargas and baton charges to break up 
demonstrations. In most major cities pro- 
posed meeting sites were closed and politi- 
cians were arrested the minute they ap- 
peared, yet attendances were small — in 
the hundreds rather than thousands. But 
in Karachi, an estimated 20,000 people 
turned out for an MRD rally and clashed 
with approximately 10,000 Zia supporters. 
The demonstration was ruthlessly and ef- 
ficiently put down. 


ttempts to stage another large demon- 

stration in Karachi were foiled when 
police arrested Ghulam Mustafa Jatoi, 
acting head of the PPP. The province of 
Sindh, the stronghold of the PPP, erupted 
in anti-government demonstrations on the 
second day of the campaign. And the pro- 
tests continued the following day in vari- 
ous parts of the country. 

Political opposition in Pakistan is large- 
ly the reserve of the middle class. The ina- 
bility of this- politically aware elite to 
mobilise the poor of the country, particu- 
larly during this time of relative prosperity 
following a succession of good harvests, 
has been a telling failing of political move- 
ments in Pakistan. 

The existing local council elections are 
on a non-party basis, In the 1979 polls 
known supporters of the PPP were re- 
ported to have won roughly 60% of the 
seats standing as individuals, not as party 
representatives, though hundreds were 
later thrown out when their party affilia- 
tions were established. But tn the latest 
round, earlier this month 1,200 candidates 
were rejected in the 1,409 constituencies 
of Baluchistan because of their past ties 
ties with banned political parties, 


semblies and the president of state, The 
report went part way to negating some of 
the provisions of the 1973 Constitution and 
imposing limitations on the national 
franchise. 

The second report was presented by the 
Council of Islamic Ideology, a govern- 
ment body dominated by religious figures. 
It recommended the replacement of the 
1973 constitution by a partyless system 
under a presidential and unitary form of 
government. It argued that this would be 
closest to the Islamic form of government 
practised during the times of the Prophet 
and the Four Caliphs. It proposed an 
elected council but with stringent condi- 
tions for voters and candidates. It 
suggested a separate council and franchise 
for non-Muslim minorities. 

It informed the president that the 
existence of political parties was not per- 
mitted in Islam. Nominations for presi- 
dential candidates should be made 


FAR EASTERN ECONOMIC REVIEW e AUGUST 25, 1983 


Before his arrest, Jatoi said that similar 
practices were expected in other pro- 
vinces, and that these manipulations made 
it clear that the military junta planned to 
rig the elections on a massive scale so as to 
prevent true representation of the people 
even at the lowest level of government. 

Although Zia has said that the local 
bodies would not act as an electoral col- 
lege, it seems likely that the electoral sys- 
tem will have several in-built layers of 
control. The national assembly would 
have to be elected, but candidates will 
have to have friends in the right places as 
Zia has already ruled out self-canvassing 
on the grounds that it is un-Islamic. As 
things stand, Western diplomats say it 
does not look as if the military is likely to 
relinquish its control from the top and a 
complicated electoral process will provide 
screening of candidates for lower level as- 
semblies. 

The immediate response of opposition 
politicians was predictably to reject Zia's 
plans and to demand immediate elections 
and full restoration of the 1973 constitu- 
tion. Farooq Leghari, general secretary of 
the PPP, said Zia had no right to amend 
the 1973 constitution; it could be done 
only by an elected president. Jatoi said Zia 
was simply trying to prolong his rule by 
what he called “deceiving and slow-poi- 
soning the nation." 

Zia quoted from the personal diary of 
Mohammed Ali Jinnah, the founder of the 
Pakistani nation, to defend his Islamic po- 
litical framework. He said Jinnah wrote 
about the dangers of the parliamentary 
system of government and had written 
that the presidential system was best 
suited to Pakistan. During his speech on 
the new political structure Zia spoke of 
the time after the elections when the new 
government would be in power. He told 
the Majlis-i-Shoora: “God willing, I will 
be here and you will be here." 
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through prior balloting in the Majlis-i- 
Shoora, finally nominating only two can- 
didates with the one elected securing the 
highest total through a direct vote. It also 
recommended a supreme council of Is- 
lamic affairs composed of ulema (religious 
scholars) with an unfettered right to pass 
verdicts on all religious issues unchal- 
lenged by any forum. 

The third report was submitted by a 
small cabinet committee headed by Raja 
Sikander Zaman. It recommended elec- 
tions first to the provincial assemblies on a 
non-party basis. It recommended limita- 
tions on the right to vote and qualifica- 
tions for candidates. It envisaged a very 
gradual move towards democracy. 

Ansari's final decision was that a multi- 
party parliamentary system was not in 
keeping with the tenets of Islamic princi- 
ples. His report recommended presiden- 
tial rule with an elected advisory council. 

— ROMEY FULLERTON 


mas 





with destir 


The Chinese general secre 
confuses analysts with — 
comments on the 1997 issue 


By Derek Davies 
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bang had told a 

aw group of Japanese 

newspaper  execu- 

tives visiting Peking that China was “set to 

recover its sovereignty over Hongkong by 












uncertainly to the 
news that General 


1997." While the stockmarket and the © 


Hongkong dollar barely hiccupped when 
the news was made public on August 15, 
observers differed widely in interpreting 
Hu's statement. 


Hongkong reacted - | 


Secretary Hu Yao- — 
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Some commentators suggested there — 


was little new or significant in what Hu 
said — that this was not, as some alleged, a 
first official de facto recognition by China 


of the last of the three unequal treaties - 
(the second Peking Convention of 1898, 





which leased the New Territories, includ- — 


ing 235 adjacent islands, to Britain for 99 — 
years). These observers nonetheless Pas D 


some comfort from the Chinese lea 
implicit acceptance of the treaty's terms. 
Others regarded the episode as a defi- 
nite setback and a further cynical breach 
of the agreement by the Chinese and the 


British to maintain confidentiality about - 


the Hongkong negotiations. 


It is evident that the British took the — 
latter view, seeing Hu's choice of making. 


the statement to a Japanese press group as 
a deliberate provocation. Further, de 


regarded his words as another escalation — - 


in Peking's propaganda war: a mixture of — 
threats intended to deny London any — 
grounds for claiming moral duty towards | 


the people of Hongkong and blandish- 
ments to create a United Front with Hong- 


kong compatriots. More importantly, it - 


was seen as a deliberate misrepresentation 


not only of the course the talks have taken — 
so far but of the agenda and scope of the — 


talks agreed by both sides. IT 

So far London has preserved almost 
complete silence on the talks and has re- 
sisted replying to any of the provocative 
statements put out by various Chinese of- 
ficials and the Chinese media. It was 
thought, however, that Hu's statement 
was so deliberate a provocation that the 
Foreign Office would riposte. However, 
London evidently decided to bite its lip 
and continue avoiding any rebuttal of the 
Peking line that could result in a worsen- 
ing of the atmosphere in which the talks 


will resume in September. rud 
Hongkong's confused reaction to Hu's. 
words was fully justified. Most commen- . 


tators reacted to the version of Hu's re- 
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hat year. dnt original 
Chinese- -language Xinhua report, this was 
rendered as “when 1997 comes.” Hu’s 
reference to Peking's “respect for history” 






| sporte 
ting. that the Sino-British negotiations 
confined to the ways of preserving - 
ngkong's. prosperity and stability and 
agua transition from now to oe 







led to Hongkong's birth — implies a sen- 
sitivity to local circumstances absent from 
Xinhua's version. : 










| aceite to wes Wei Po, Hu continu- 
ed: “The talks \ we are having with the 
British side are concerned with the ques- 


i tne re ind: ount of Hus 
| ae g 's sleftwing Wen Wei Po, 




























o-called three ‘Hongkong 
' be: unequal. But it is a fact that 
js exist. Moreover, it is clearly 
he treaty [or treaties] that the 
is June 30, 1997. Therefore, 
t intend to bring forward or post- 
sdate. We will recover Hongkong 

L , 1997. AS far as 5 China i IS con- 
d, 


perity after 1997 as well as the problem of 
how to proceed during the transitional 
period from now until 1997. China has a 
set of systematic policies for maintaining 
Hongkong's prosperity. Therefore the 









. Hongkong have no need to worry." 
Again, this differs significantly from the 

Xinhua report, which stated bluntly that 

the talks were confined to the mainte- 







transitional period until 1997. In fact, Hu 














iila: Widespread yet apparently un- 
d rumours that President Fer- 
d Marcos had undergone an unsuc- 
kidney transplant operation, along 
espread expectations of the re- | 
om exile of opposition leader Be- 
quino, have not deterred the - 
leader from continuing to do 
loes best: creating an impression 
loosening his political grip while 
he is legitimising his vast powers. 
‘abolition on August 5 of the 
oversial Presidential Commitment 
(PCO), an edict which had given 
Marcos personal control over the arrest 
d. detention of suspected subversives, | plementation is immoral." 
designed. to porsuade the. nn and The bishops also prepared a letter to 
| | rcos | Marcos asking him to abolish the PCO. 


the power to release detainees, regardless 
of any court decision. Although the PCOs 
were designed to combat invasion, rebel- 
lion or subversion, the definition of what 
this meant was so vague that anyone cross- 
ing the government could be detained. 
Aside from the politically oriented anti- 
Marcos groups, the most vociferous critic 
of the PCO had been the Catholic Church. 
The increasing use by Marcos of the PCO 
| irked church leaders on moral as opposed 
to constitutional grounds, and the bishops 
had prepared a message to be read in 
churches throughout the Philippines on 
August 7 saying: "The PCO and its im- 
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J 1981. But at the same time ! 


could not match the vast network of 
churches throughout the country, pre- 















abolition of the PCO on August 5. Despite 
the fact that Marcos replaced the PCO 
with the equally powerful Preventive De- 
' tention Action (PDA), the bishops called 
| off their message. 

Under the new decree, a military com- 
mander or law enforcement head can 
apply for a PDA from Marcos if anyone | 
-has committed, ds d pM d or is pan 





— and thus the historical conditions which | 


tion of how to maintain Hongkong's pros- 


people of Hongkong and foreigners in 


| nance of prosperity and stability and the 


i| | But Marcos, whose control overthe media | 


empted the bishops by announcing the 





| only those taking up arms against the /— 


; government. 









gloser than Xinhua' s > what Hu actually 
said, since it corresponds closely to. 
the verbatim: account which was given by 
Mainichi. | 

Observers can only guess at Xinhua's 
reasons for putting out such a shortened 
— and therefore blunter — version of the 
remarks by’such an important person on a 
subject which is arousing so much interest 
and speculation, and why it put out a posi- 
tively inaccurate English-language ver- 
sion of the remarks. There are only two 
possibilities: that it was a deliberate act of 
editorial policy or that it was another 
example of Chinese clumsiness in what is a 
delicate diplomatic situation. 

Whichever the explanation,  Hu's 
remarks represent another high-level 
breach of the promise to preserve confi- 
dentiality, and thus have increased doubts 
in Hongkong about the credibility of any 
commitments China may make asa result 
of the Sino-British negotiations (see The y 
5th Column, page 22). dE 


















to commit insurrection, rebellion, subver- 


| Sion or conspiracy. While the new law 


states these cases should normally be dealt 
with in the courts, it also says that if seek- 
ing arrest warrants through the judicial 
system takes too much time, or that Mar- 
cos personally feels taking the judicial 
route *may prejudice peace and order and 
the safety of the state," a PDA will be 
issued: 

As opposed to indefinite detention 
under the PCO, a PDA is for one year. 
But depending upon recommendations of 
a review committee set up to evaluate evi- ` 
dence, Marcos can either keep the person - 
in jail, order a release or send the evidence ` 
to the courts. The committee is supposed - 


| to be composed of civilian or government ^ 


lawyers, but the committee Marcos ap- 
pointed is headed by Col Ciriano Cruz, . 
the judge advocate-general of the Philip- 
pine Constabulary. Allowing continued 
detention is not the only catch: even if a 
person is acquitted or has served a legal 
sentence, Marcos can decide that heor she 
will do the same thing as before and so 
order a further period of detention. 

To date, no new PDAs have been issued 
as far as is knówn, and the government's 
review committee is busy looking into the 


' cases of detainees still held under PCOs. 


Marcos has said publicly that draconian 


presidential decrees outlining capital 
| punishment for an array of subversion- 


related offences are under his personal 


review for possible changes. 


But the existence of the laws nonethe- 
less continues to give Marcos exception- 
ally wide-ranging powers to detain, not 






state, but those who SPTAR out against the 
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Local experts. 


Speaking the language, understanding the 
country's needs, being familiar with its climatic — 
conditions, its regulations, its labour market- _ 
hese skills make our representatives local — 
experts. Needless to say, they are equally fit 

o solve electrical engineering problems. 


Lot A container ship sailing from 
F "L7 Singapore to the Far East reports 
| damage to her steering engine. 
Even before she anchors in Hongkong 
harbour, our local expert has 
ordered the necessary spare part 
from our central Marine Service 
in Hamburg. 
Result: the ship continues its journey 
on schedule with our service 
technician on board, who installs the 
spare part and disembarks at the 
next port of call. 
The delay thus avoided means eight 
thousand dollars saved. 


If you want to know more about 
Siemens and the part it can play in 
the realization of your electrical 
engineering requirements, write to: 
Siemens AG, P.O.B. 103 

D-8000 Munich 1 

Federal Republic of Germany 


Siemens on the Scene 








We even remember your birthday. 


Unsolicited letter from an actual guest 


How did we know June 30th was 
Mrs Reed's birthday? A good hotel 
has such information about all of 
its regular guests. Because we're 
their bome away from bome. 





e have returned from our trip, and just astounding to see the progress that had taken 

wanted to drop you a short note to let place in your city/state in that length of time. 

you know how much we appreciated We greatly appreciated your hospitality 
your letter of June 29th when we were staying in and courtesy. 


the Mandarin. 
You were very thoughtful to give us the 

special letter of greeting, and we also thank you 

for the birthday cake on June 30th, as well as the 

flowers and liquid refreshment that you and the ED E 

Manager sent to Ouf SUIT. Cor rate and Administrative 
My wife, along with my son and daughter, Offices of Munsingwear, Inc. 

enjoyed our stay in Singapore very much. We had Minneapolis, MN 5540 

not been there in almost ten vears and it was USA. 





AM andarin W Dagar 


Represented by HRI. Your travel agènt knows all about us. 
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Tamil refugees in Jaffna: uproar in India leads to mediation 





Indira's helping hand 


Mrs Gandhi meets Colombo officials and Tamil leaders 
as she pursues a mediating role following recent violence 


By Salamat Ali 


New Delhi: An international dimension 
has been added to the intermittent and so 
far sterile negotiations between the Sri 
Lankan Government and the Tamil Unit- 
ed Liberation Front (TULF). After the 
ethnic violence that wracked Sri Lanka in 
the final week of July, both the govern- 
ment and the Tamil separatists have ac- 
cepted India's offer to help the two sides 
re-start their dialogue. 

Under the latest amendment to the Sri 
Lankan Constitution, the TULF must 
either drop its separatist platform or face 
severe punishment. So far Indian Prime 
Minister Indira Gandhi has met represen- 
tatives of Sri Lankan President Junius 
Jayewardene and the TULF — in that 
order. 

Following her talks with Jayewardene's 
special emissary, Mrs Gandhi told parlia- 
ment on August 12 that Colombo had out- 
lined five proposals as the basis of discus- 
sions at a proposed conference with Tamil 
leaders. Thev are: 

»- Full implementation of the planned dis- 
trict development councils, which would 
bring about a degree of autonomy. 

» Introduction of Tamil as one of two na- 
tional languages. 

» Initiation of a dialogue on a general am- 
nesty, provided violence is renounced. 

» Discontinuation of the active role of the 
armed forces in Jaffna, where the Tamil 
community is centred. 

» Repeal of the Prevention of Terrorism 
Act. 

Additionally, given withdrawal of the 
TULF demand for the partition of Sri 
Lanka, Colombo would discuss release of 


detainees not already convicted or facing 
trial on specific charges. It would also 
undertake to implement all promises 
made through the ruling United National 
Party's election manifesto. 

Mrs Gandhi conveyed to Jayewardene 
that the proposals “may not meet the aspi- 
rations of the Tamil community." But she 
assured him that India stood for the inde- 
pendence, unity and integrity of Sri Lanka 
and also that it did not wish to interfere in 
the neighbouring nation's domestic af- 
fairs. Accepting her offer of mediation, 
Jayewardene guaranteed the security of 
the TULF's leader, Appapillai Amir- 
thalingam, in his transit through Colombo 
to see Mrs Gandhi in New Delhi. 


n route, Amirthalingam arrived on 

August 13 to a hero's welcome in Mad- 
ras — capital of India's Tamil Nadu state, 
which is separated from Sri Lanka's 
Tamil-majority Northern Province by 12 
miles of water, the Palk Strait. Tamil 
Nadu had been in an uproar since the anti- 
Tamil violence in Sri Lanka erupted. 
Some Tamil MPs in New Delhi had been 
boycotting parliament almost daily to pro- 
test against what they considered the In- 
dian Government's inadequate response. 
The mediating role Mrs Gandhi is now 
playing must be viewed in part as a re- 
sponse to domestic pressures. 

A strong section of public opinion in 
Tamil Nadu considers this response un- 
sympathetic to Tamils and others of In- 
dian origin in Sri Lanka. To capitalise on 
public sentiment and with an eye to the 
coming elections, the president and gen- 


eral secretary of the main opposition party 
in the state, Dravi Munnetra 
Kazhagam, have resigned their seats in 
the state legislature. All other sitting 
members of their pany have also tendered 
their resignations to the party president. 

The Sri Lanka issue is threatening to 
split Tamil Nadu’s ruling All-India Anna 
Dravida Munnetra Kazhagam party. Its 
chief whip in the state assembly, T. R: 
Janardhanam, has resigned from both his 
job and his party, claiming that chief 
minister and party founder M. G. 
Ramachandran and some of his cabinet 
colleagues did not appreciate the strong 
feelings of Tamil Nadu on the Sri Lankan 
issue. 

Arriving here on August 14, Amir- 


thalingam indicated he had been in touch’ 


with the Indian Government since 1979; 
Although his party had lost confidence in 
negotiations, he said, "the picture has now 
changed" because of India's mediation. 

Amirthalingam had two rounds of talks 
with Mrs Gandhi and several with Foreign 
Minister P. V. Narasimha Rao. Mrs Gan- 
dhi was believed to have advised Jayewar- 
dene earlier that the initial steps towards a 
dialogue would have to begin with the re- 
storation of a sense of security among the 
Tamils and the adoption of some mea- 
sures to redress their grievances. Given 
the current situation in Sri Lanka, both 
cannot happen in a hurry. It may take 
some time before talks are started. 

Although Amirthalingam has not yet 
indicated his price for giving up the de- 
mand for a sovereign Tamil state, analysts 
have discussed possibilities ranging from a 
Canadian-style federal structure to 
federalism of the Indo-Pakistan variety. 
But it remains an open question whether 
Jayewardene can concede any dilution of 
the current unitary form of government 
without risking a Sinhalese backlash and 
precipitating yet another round of vio- 
lence. 

It is similarly uncertain if Amirthalin- 
gam can carry the TULF with him on any 
proposal to give up the separatist demand 
in exchange for Jayewardene's promise of 
administrative decentralisation through 
the district development councils. Amir- 
thalingam personally could be persuaded 
to plead with his party if Jayewardene's 
promise is guaranteed by India. But even 
the centrist section of his party may not go 
along with such a formula. 

India's options if its current mediation 
effort collapses are also not clear. India is 
pledged to the national integrity of Sri 
Lanka, but it is equally committed to the 
welfare of Sri Lankan Tamils. It was this 
position, made clear by Mrs Gandhi, that 
brought the Sri Lankan president's emis- 
sary to New Delhi. 

India's diplomacy has already re- 
inforced two points, however. First, it has 
acquired Sri Lanka's implicit endorse- 
ment of the Indian assertion that the 
Tamil issue is of as much concern to India 
as it is to Sri Lanka itself. Secondly, it is 
clearly understood now that New Delhi 
regards any military support Colombo 
may acquire from a third country as a 
threat to Indian security. n 
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Less ado about anything 


Mahathir moves quietly to reduce the constitutional role 
the sultans play in the nation's legislative process 


By K. Das 


Kuala Lumpur: Prime Minister Datuk 
Seri Mahathir Mohamad, whose reformist 
zeal has both excited and dismayed 
Malaysians for two years, left many obser- 
vers surprised once again last month: he 
began his third year in office by effectively 
giving notice that even the symbolic role 
that the hereditary rulers of nine Malay 
states have had in the legislative process is 
to be reduced. 

Until now the nine sultans — four of the 
nation’s 13 states have non-hereditary 
governors — have traditionally given their 
assent to bills passed by their own state 
legislatures. If the prime minister's pro- 
posals are passed, this assent will no 
longer be required. Parliament has al- 
ready amended the constitution to make 
royal assent by the sultans’ chosen head of 
State, the Yang di-Pertuan Agung, or 
king, superfluous: if he does not sign a fed- 
eral bill within 15 days of passage, it is vir- 
tually certain to become law in any case. 

The king apparently agreed to give his 
assent to this bill, which limits his own pre- 
rogatives, before it was tabled in parlia- 
ment, but this assent was not immediately 
extended and the bill was not published in 
the Government Gazette — steps which 
are necessary to turn a bill into law. It also 
appears that some sultans have expressed 
their unwillingness to accept the amend- 
ments to the eighth schedule of the con- 
stitution, which obliges the states to follow 
the 15-day rule of deemed assent to laws to 
which they do not give their active assent. 

Mahathir’s dramatic moves in the past 
have included a sudden change in prefer- 
red trade relations with Britain; an equally 
unexpected policy of leaning towards 
Japan for trade and technology; a decision 
to transfer large parts of public-sector in- 
Stitutions into private hands; a move to 
give the national newsagency Bernama a 
monopoly on the domestic distribution of 
foreign wire-service news, and even a 
risky but popular effort to force civil ser- 
vants to clock in and out of the office. 

While these and other moves were ac- 
companied by highly visible slogan cam- 
paigns, the move to limit the rights of the 
sultans to be part of the legislative process 
was done not only with extraordinary 
haste but also with a secretiveness that is 
uncharacteristic of Mahathir's style. 

Before parliament sat on July 25, the 
bill at issue, which contained 22 amend- 
ments, was not even made available to the 
Bar Council, a statutory body of lawyers 
which has traditionally played an impor- 
tant advisory role. This role had been 
downgraded in recent years, but Mahathir 
did undertake, when he became prime 
minister, to consult lawyers on all laws, 
even if “we do not take all your advice.” 


Even more surprising, in view of the 
much-touted liberalism of the Mahathir 
administration, was the summoning of the 
local press to the Prime Minister's Depart- 
ment for a “briefing” before the bill was 
tabled. The message was simple: play 
down the debate on the amendments re- 
lating to rulers. Protests by some senior 
editors were brushed aside. 

When the debate on the amendments 
bill began in parliament, it soon became 
obvious that the government was deter- 
mined to push it through with a minimum 
of discussion and publicity. The leader of 
the opposition Democratic Action Party 
(DAP), Lim Kit Siang, described the de- 
bate as a wayang kulit (shadow puppet 
play). "We see the shadows but not the 
substance, as nobody seems to be brave 
enough to deal with the real substance of 
the amendments," Lim said. In fact, none 


Nux CIC o coetrt 
to give royal assent. Legal experts 
say that if there is an impasse, the confer- 
ence of rulers can meet to elect a new 
agung and deputy. In short, any question 
of royal assent being refused need not 

arise. 

Lim also said the amendment could set 
a dangerous precedent that threatened the 
system of refining the law, which includes 
three readings in the lower house, passage 
by both houses, royal assent and gazet- 
ting. If the chain is broken, Lim asserted, 
there could easily be another break 
brought about by the executive which, 
with its huge majority in parliament, could 
amend the constitution to have a law 
"deemed to have been passed by parlia- 
ment" if it is not passed within, say, 15 
days. 

Lim also raised the sensitive question of 
the sovereignty of the rulers, any chal- 
lenge to which is seditious under Malay- 
sian law. “In excluding the need for the 
royal assent in certain circumstances, 
aren't we taking an action which would be 
tantamaount to a derogation of the 
sovereignty of the rulers?" Lim asked. 
"Aren't we in fact challenging and ques- 
tioning the sovereignty of the rulers . . . ? 

“If this is the case, then members of par- 
liament would be liable for the offence of 
sedition, as MPs have been stripped of the 





The king with Mahathir: keep it quiet was the order. 


of the usually expansive backbenchers of 
the ruling National Front had anything to 
say on the amendment. Lim's specch, 
which was arguably among the best heard 
in parliament, was not reported by any 
newspaper. 


he opposition leader did not have to 
argue that royal assent was essentially a 
formality because the constitution makes 
it clear that “the Yang di-Pertuan Agung 
shall signify his assent.” But Lim made the 
point forcefully that the amendment was 
simply unnecessary. Lim argued that 
there were adequate provisions in the con- 
stitution in the event of the incumbent 
king being either unable or unwilling to 
sign a bill: the deputy Yang di-Pertuan 
Agung can sign the bill if it is not given as- 
sent within 15 days. 
In fact, there are provisions to return 
the bill to parliament if the deputy also re- 


privilege of parliamentary immunity in 
matters” relating to this sensitive issue. 
Lim then suggested that the speaker 
should rule on whether the house was not 
embarking on a course of sedition. 

Neither Lim nor his DAP colleagues 
speculated on the possible reasons for the 
amendment, though there is no doubt 
they were only too aware of the govern- 
ment's thinking. There is growing evi- 
dence that the sultans are becoming in- 
creasingly disenchanted with their roles as 
constitutional rulers. At least one, the Sul- 
tan of Pahang, almost brought about a 
constitutional crisis when he refused to 
sign bills in 1979; the problem was resolv- 
ed only with the resignation of the state 
chief minister, who could not get along 
with the palace. 

Less than three months ago, decisions 
by the sultans of Johor and Perak to go 
their own ways in deciding when the Mus- 
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lim fasting month of Ramadan should 
begin in their own states also demon- 
strated that at least some rulers were no 
longer totally willing to take advice from 
the federal cabinet or their state executive 
councils. 

Even more urgent, there are fears that 
when the present king steps down after he 
completes his five-year term next April, 
his successor may prove recalcitrant. 
Under the prevailing system of rotation, 
the successor must be either the Sultan of 
Perak or of Johor — both of whom are 
strong-willed. All the other royal states 
have already provided one king each since 
independence in 1957. 


hile it is understood that the Sultan 

of Perak will succeed — he is senior, 
in having assumed his throne in 1963 while 
the Sultan of Johor became ruler only last 
year — there are still doubts because the 
Perak ruler has made it clear that he wants 
changes not only in the palace in Kuala 
Lumpur but more importantly, changes in 
constitutional arrangements so that he can 
remain Sultan of Perak while he is king in 
Kuala Lumpur. 

Attorney-General Tan Sri Abu Talib 
Othman said in an interview that this was 
simply not possible. In a separate inter- 
view, the sultan was equally firm in his 
stand that he will occupy two thrones and 
be addressed as “Sultan of Perak, the 
Yang di-Pertuan Agung,” or he will not 
come to Kuala Lumpur at all. 

With about 10 months to go before this 
succession, the sultan could be persuaded 
to reach a compromise, but if he is ada- 
mant — he has turned down the post twice 
in his 20 years as sultan — the way will be 
open to the Sultan of Johor. He is not only 
a man of fiery temper (he was charged, 
convicted and pardoned for culpable 
homicide in 1977), but his family has a 
tradition of defying the central govern- 
ment. 

His grandfather, Sultan Ibrahim, in a 
speech from his throne in 1955, ridiculed 
the idea of independence for Malays, and 
he maintained his own armed forces even 
under British colonial rule. Johor at pre- 
sent has the country’s only state military 
force, in effect a palace guard. 

No one doubts that as king the Sultan of 
Johor would delay legislation if he person- 
ally disagreed with it. It is noted quietly in 
senior government circles that it was the 
possibility of having to face a constitu- 
tional crisis if royal assent is delayed that 
gave birth to the new amendment. 

Mahathirs quiet approach to the 
amendments is understandable because 
theré is still sizable residue of personal 
loyalty to the sultans, which could be 
exploited by opposing politicians. Before 
the amendments were tabled, the prime 
minister is said to have faced angry MPs 
from his own party, the United Malays 
National Organisation. Mahathir clearly 
managed to persuade them at least to 
withhold their objections in parliament. 

National Front MPs also remained si- 
lent on another amendment that in effect 
transferred powers previously held by the 
king to the prime minister. Article 150, 


which was previously amended in 1981, 
was again changed to give the prime minis- 
ter powers to proclaim a state of 
emergency even before there is one. If the 
new amendments are given assent and 
gazetted, the prime minister may declare 
an emergency without referring the mat- 
ter to the cabinet and neither parliament 
nor the judiciary may question it. 

Once the prime minister is satisfied that 
there is imminent danger to national sec- 
urity, the economy or public order, he 
may proclaim an emergency and not seek 
parliamentary ratification of the procla- 
mation. There is no time limit on the 
length of such an emergency. Lim, speak- 
ing against the amendment, warned that 
the four proclamations of emergency 
made since independence still exist in the 


statute books even though the cir- 
cumstances which brought them about 
have long passed. 

Pro-government sources argue that Ar- 
ticle 150 was amended against the possibil- 
ity of a headstrong king who could unilat- 
erally declare an emergency and take 
power into his own hands under existing 
regulations. But they could not explain 
why the government did not solve that 
problem by simply repealing the amend- 
ments passed in 1981 and reverting to the 
1957 laws, which made such drastic action 
impossible. The 1981 amendments pro- 
voked vigorous protests from the legal 
community here — 39 lawyers were re- 
primanded in court. No such response has 
been evident this time. 

The prime minister disappointed both 








Drillship for Sale 
at Auction f 


Completely 
Refitted 1980-81 


Will positively be sold to the highest bidder 
11 a.m., WEDNESDAY, NOV. 2, in Singapore 


Only 8 wells (9 months service) since $10,000,000.00 
MAJOR REBUILD & REFIT (1980-81), including: * ABS 
Special Survey #6 * Installation of electric propulsion * 4 
new 399 Cat generator sets + New SCR system & other 


major upgrading. 


Petromar North Sea, now in Singapore. Length 380'; beam 
64’; air-conditioned quarters for 100 men. 


For complete specifications, operating records, terms of 
sale, and to arrange for inspection, contact MAX ROUSE & 
SONS, INC., Auctioneers, P.O. Box 5250, Beverly Hills CA 
90210, U.S.A. (800) 421-0816. Telex 181158, answerback 
"Rouse BVHL." From Calif., Alaska, Hawaii, (213) 655-9300. 












~ ~ VY ei: marl "m > 
^ X 


ba : 
Lim: no answer from the prime minister. 





Supporters and critics by failing to answer 
Lim's criticisms in parliament. Mahathir's 
response was instead limited to rhetoric 
and expressions of surprise at what he 
termed Lim's royalist sentiments. Like 
Lim's speech, Mahathir’s received no 
press coverage at all. Senior journalists 
say the ban was not on opposition views 
but on the subject of the two amendments 
themselves. 

Another bill which went through its first 
reading was postponed for its second read- 
ing until the next sitting of parliament in 
October. Called the Control of Imported 
Publications (Amendment) Act 1983, the 
bill stipulates that foreign publishers may 
_ be asked to deposit a sum of money, to be 

fixed by the home minister, with the gov- 

ernment to secure a licence to import a 
publication. The publisher would be re- 
quired to appear in court should a criminal 
or civil action be filed against him in re- 
spect of anything published in his publica- 
tions. Locally published newspapers al- 
ready function under similar legislation. 

Postponement of this bill after a first 
reading surprised many observers until it 
was pointed out that the bill was so in- 
adequately drafted that even importers of 
textbooks, comic books, industrial manu- 
als, books on hobbies and even literature 
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¿accompanying household appliances 
— needed to pay deposits and secure li- 
—  cences. Sources indicate, however, that 
_ the reason for the postponement was that 
E debate on the amendment would stir up a 
| far more difficult debate. 

E This is over the question of Bernama 
— becoming the sole distributor of foreign 
—- mewsagency reports. Newspaper editors, 
— already angered by this decision, were not 
` likely to be sympathetic to one more at- 
-— tempt to control the flow of information. 
ir 


A symposium on national communication 
policy at the beginning of August voted in 
favour of a proposal that the communica- 
tion policy should not be “another control 
system.” With this mood prevailing, if the 
bill on imported publications had been de- 
bated in the past session of parliament, 
editors who were persuaded to remain si- 
lent on the issue of the sultans were not 
likely to have stayed silent again. 
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a barrage of words 


If nothing else, the 
Chinese communists 
are masters of the 
art of psychological 
warfare, and that 
BW art is now being 

applied to Hong- 
kong's 5.3 million “compatriots.” The 
objective is to undermine their confidence 
in Britain's ability to remain in charge 
after 1997, when Britain's lease on most of 
the territory expires, and their belief 
that Hongkong needs a British presence to 
ensure continued prosperity and stabi- 
lity. 

A report on the situation to date must 
pronounce the Chinese psychological war- 
fare tactics as being effective. Friends and 
colleagues who have followed Sino- 
British diplomacy on Hongkong's future, 
who shudder at each repetition of Peking's 
plan for "self-administration by Hong- 
kong people" (gangren zhigang), have 
weakened in their resolve to resist China. 
They now regard Chinese policy towards 
Hongkong — that sovereignty and ad- 
ministrative power are inseparable, that 
the British governor must go and the flag 
come down in 1997 — as rigid and, by ex- 








Mary Lee, the REviEW's Hongkong cor- 
respondent since 1978, is leaving 

to take up a nine-month fellowship at an 
American university. 





tension, Britain's bargaining power at the 
negotiations as waning. 

One can hardly blame people for losing 
faith in the British — neither London nor 
the Hongkong Government has been able 
to counter the barrage of Chinese propa- 
ganda. This self-imposed silence has per- 
suaded many that Hongkong's future will 
be dictated according to Peking's wishes 
alone and that London will either rubber- 
stamp the so-called agreement or China 
will take unilateral action. Besides, 
China's architect for Hongkong's future, 
elder statesman Deng Xiaoping, has made 
it known that he wants an agreement 
reached by mid-1984. So not only have the 
British little solid ground to stand on, ac- 
cording to Chinese propaganda, but Pe- 
king is also holding a gun to London's 
head. 

The Chinese propaganda machine is 
working at full capacity. Complementing 
the incessant psychological bombardment 
by the pro-Peking press in Hongkong is a 
slow "seduction" by no less a personage 
than Peking's unofficial representative, 
the director of the local office of the 
Xinhua newsagency, Xu Jiatun. Xu dines 


nearly every night with bankers and 
businessmen (he does not touch alcohol), 
relaying Peking's message that there is no 
need to worry, that there will be only 
minimal change after China recovers 
sovereignty and that China really wants 
Hongkong's capitalist system to continue. 
When told that there is a need for an offi- 
cial British presence under Chinese 
sovereignty, Xu replies quietly but firmly 
that this is not possible. Whether or not his 
guests believe capitalism will continue, 
they depart believing that the British will 
not be able to remain. 

It is a pitiful sight indeed, witnessing in- 
telligent people convincing themselves 
that doom is around the corner and that 
their silent hope for a continued British 
presence, if only in the form of a governor 
answerable to London, not Peking, will 
never be realised. The demoralising effect 
of the Chinese propaganda and British 
silence will be most keenly felt during the 
current pause in the negotiations. 

However, Peking's “hearts and minds" 
— or United Front — campaign, which 
has been stepped up with the announce- 
ment on August 13 of Hongkong's left- 
wing Motor and Transport Workers 
Union's support for China's stance, de- 
serves critical examination — and also se- 
vere criticism. 

This columnist vividly recalls politburo 
member Xi Zhongxun saying in May that 
"China will not say or do anything to harm 
Hongkong." His words were significant 
then — they removed fears in Hongkong 
that Peking would promulgate its special 
administrative region (SAR) plan at the 
sixth. National People's Congress (NPC) 
which took place in June. The statement 
also suggested that China would stop its 
campaign on self-administration, which 
was disturbing the fragile balance of confi- 
dence in Hongkong. Such optimism did 
not last long, despite the start of the sec- 
ond phase of the talks. 

With some help from Hongkong Gover- 
nor Sir Edward Youde, Peking was able to 
show that it had a dominant position at the 
talks. In response to Youde's undiploma- 
tic remark at a press conference that he 
represented Hongkong at the negotia- 
tions, Peking promptly refused a visa for 
the director of Hongkong's information 
services, Peter Tsao, who was to have ac- 
companied the governor as his personal 
press secretary. Then, just before round 
three of the talks began on August 2, a 
group of post-secondary school students 
who visited Peking in July published a 
message they had been given that the 
people of Hongkong would be able to take 
part in drafting the outlines of the terri- 
tory's future SAR system. The draft, how- 
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ever, would have to be approved by the 
NPC after open debate by the general 
public in Hongkong. The students also re- 
leased the 10-point outline for the SAR 
(REVIEW, Aug. 18). 

There was nothing new in the 10 points, 
which promised a great deal of autonomy 
and retention of existing freedoms. How- 
ever, the reiteration of past statements in 
this comprehensive form led many to be- 
lieve that the mould for Hongkong’s fu- 
ture was already cast in Peking. 

To entrust a group of youths, inexperi- 
enced with the complexities of decision- 
making in Hongkong, with a policy state- 
ment of such significance demonstrates 
the fundamental ignorance of Chinese of- 
ficials towards the problem of confidence. 
Their casual attitude towards the serious 
issue of Hongkong’s future is alarming. 

For Peking to continue to expound 
vague policy lines on Hongkong (“basic 
policies had yet to be finalised,” according 
to the students) at a time when Sensitive 
bilateral negotiations are in progress goes 
against what Xi said. Vague words aggra- 
vate, rather than pacify, concern over 
Hongkong's continued viability. They 
gloss over the intrinsic complexities of the 
local social and economic structure and — 
more importantly — demonstrate the ig- 
norance of Chinese officials about Hong- 
kong (which does not inspire confidence, 
locally or internationally). 


pee the future of Hongkong appears 
black if Peking continues to treat the 
issue in this manner. To allow “the 
people" to participate in drafting the ad- 
ministrative constitution for Hongkong 
may appear democratic, but it is naively 
impractical. Drafting a constitution is no 
easy task even for lawyers, let alone work- 
ers or even undergraduates unschooled in 
legal complexities and precedents. So, 
since not all of the 5.3 million residents 
will have a say in the draft, how will the 
drafting committee be selected? By what 
criteria? Who will appoint these people? 
And even assuming that the committee 
comprises mainly people whose first com- 
mitment is to look after Hongkong s in- 
terests (an assumption for which there is 
no basis), what will happen if the NPC in 
Peking feels that certain clauses of the 
draft are unacceptable? What recourse 
will Hongkong have to a fair hearing? 

If Peking is determined to recover ad- 
ministrative power over Hongkong, at a 
time when it is quite ignorant of how this 
place works, then Hongkong is indeed des- 
tined to see a change for the worse. It will 
become a place for political opportunists 
whose hunger for power and privilege will 
override public interests. 

The problem with the plan for self- 
administration by Hongkong people lies 
in the definition of self-administration, 
and not so much with whether leftists will 
assume the task. Self-administration will 
come about anyway as more Hongkong 
Chinese assume senior positions in gov- 
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ernment. But will the administration be 
vigorously autonomous and not shudder 
each time Peking sniffs at this capitalistic 
enclave on its southern flank without a 
British presence during the learning pro- 
cess? It hardly seems likely. Where is au- 
tonomy and capitalism then? Those who 
want a British buffer — running-dogs in 
Peking's eyes — are asking for no more 
than a link with London which will protect 
them from direct interference by main- 
land China. The link will enable them to 
test, over time, the sincerity of Peking's 
policy of minimal change. 

As things stand, Peking's currently 
vague ideas about how to maintain pros- 
perity and stability in Hongkong are not 
only contradictory, but also downright 
naive, so that many cannot help but ques- 
tion China's sincerity in allowing Hong- 
kong to practise capitalism. 

Through the student group, Hongkong 
learned once again that one feature of the 
Hongkong SAR is that it will keep its 
capitalist system and its own convertible 
currency. However, Article 31 of the 
Chinese Constitution makes no mention 
of capitalist systems; it only provides for 
the setting up of SARs "where necessary." 
To encapsulate Hongkong's capitalist sys- 
tem in the word "special" may suffice as 
far as Peking is concerned. However, 
Article 1 of the same constitution states 
that “The People's Republic of China is a 
socialist state . . ." and that “the socialist 
system is the basic system of the PRC 
[People's Republic of China]. Sabotage of 
the socialist system by any organisation or 





$What happens when the NPC 
decides that capitalism is no longer 
'necessary' for Hongkong?* 
Lose LC 





* 
Ania Lee 


individual is prohibited.™ Furthermore, 
Article 6 states that “the basis of the 
socialist economic system of the PRC is 
socialist public ownership of the means of 
production, namely, ownership by the 
whole people and collective ownership by 
the working people. The system of 
socialist public ownership supersedes the 
system of exploitation of man by man; it 
applies the principle of ‘from each accord- 
ing to his ability, to each according to his 
work'." 


W here does this leave Hongkong, where 
a man's ability and rewards for his 
efforts are determined by market forces, 
not politics or the state? Can Article 31 
really protect Hongkong from the princi- 
ples in Articles 1 and 6? Or is Hongkong's 
"special" capitalist system only to be al- 
lowed for a transitional period, after 
which it will have to become socialist? 

What happens when the NPC decides 
that capitalism is no longer "necessary" 
for Hongkong? Or that the Hongkong sys- 
tem "sabotages" the mainland's socialist 
system? What constitutes sabotage? What 
recourse has Hongkong if its residents do 
not want socialism? There is thus a funda- 
mental constitutional conflict between 
China's socialist ideology and Hongkong's 
lifestyle which, in many people's opinion, 
cannot be glossed over by Article 31. 

The students also brought back news 
that “Peking will not send people to Hong- 
kong and the future mayor or chief ad- 
ministrator should desirably be elected by 
Hongkong people. The only prerequisite 
is that the person concerned, regardless of 
religion and political belief, must be a 
patriot who supports China's reunification 
move." This statement begs several ques- 
tions: 

What, for instance, will be the role of 
the director of the local Xinhua news- 
agency then? Also, Peking has not de- 
cided if the future chief administrator 
should be elected. In any case, the source 
of his administrative power is not clear. Is 
Peking thinking of appointing a Hong- 
kong resident to the post? And even sup- 
posing he is to be elected, who sets the 
election rules, and will candidates be vet- 
ted? Who will do the vetting? In other 
words, will there be open, democratic 
elections? 

Peking has made it clear that the candi- 
date must support reunification. Does this 
mean a patriot who is against socialism 
qualifies? Is it likely that Peking will ap- 
prove such a candidate? Moreover, 
reunification means a one-China policy 
and recognising that only the Peking gov- 
ernment represents China. What happens 
when China regards a foreign power as 
playing a “two China" policy, as it thinks 
the United States is doing? 

How is Hongkong's chief administrator 
to deal with local US interests? Or with 
the inevitable problems which will arise 
when Peking decides to impose a trade 
embargo against an unfriendly nation? In 













licy. 

The most naive aspect of China’s think- 
. however, applies to the statement 
at “the Hongkong authorities can also 
i E their own travel documents." These 
ivel documents will not be worth the 
er they are printed on if foreign coun- 
ries do not recognise the authorisation 
hind them. How can Hongkong secure 
rnational recognition for locally issued 
avel documents if its diplomatic affairs 
o be handled by Peking? Besides, 































eo le now travel that have no dip- 
ti relations with China. What will 
i ud these cases? 
























































ther - example of Peking's naivety is 
ident from its bland assurance that 
gkong can continue to be a financial 
. This territory's status as a financial 

relies a great deal on the manage- 
expertise provided by the local and 
triate population — as well as confi- 
e of investors that Hongkong is a ter- 
ory where their funds will be safe. How- 
r, Peking's assurance that business in 
„money market can carry on is not 





ment talent as confidence erodes. 
h such talent gone, no official decree 
maintain. Hongkong's status as a 

ial centre. 
s for the assurance that ' ‘activities of 
ple with different political back- 
unds or beliefs, including Kuomintang 
| Trotskyite followers, will not be re- 
ed as long as they do not cause sabo- 
" Peking's handling of some Hong- 
ig residents arrested while in China for 
litical crimes" does not instil much 
ence. 


e uninformed views of Hongkong re- 
ants about "democracy" and 
omy.” 
ous consideration for its basic wish to 
intain the present lifestyles wherein in- 
idual freedoms (within legal limits) and 
‘market system are of primary import- 
nce. Peking should not go on pretending 
t it can tolerate Hongkong s freedoms 
hatit understands the compatriots’ col- 
ective wish to retain them when it evi- 
ently cannot. It should think of those as- 


Id be changed and consult the people 


*s, and find out if indeed they can be 
ged without damaging confidence — 
s which should be undertaken be- 
re leaping forward with its propaganda. 
As for British Prime Minister Margaret 
Thatcher, she should try to find out what 
harm her "confidentiality" seal is doing 
locally. Except for members of the Execu- 
tive Council, no one else in Hongkong 
knows what the British. stance really is. 








quate to prevent an outflow of mane 


ing should do more than just pander _ 


; of life and policies which it feels | 


an explain the reasons behind those - 
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What Hongkong deserves is 





ment of Hongkong students. in 
further undermine local confidence in 
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cised because of Thatcher's gag. 
The British N: ationalitv Act and treat- 
Britain 





London's determination to retain respon- 
sibility for Hongkong's well-being. Even if 


| one accepts on good faith the Foreign Of- 


fice's explanation that those two thought- 
less initiatives have no bearing on the 
British stance with regard to Hongkong's 


| future, to ignore the doubts while Lon- 
many countries to which Hong: | 


don, and therefore 
ernment, remains 
superhuman effort. 
Hongkong people are too sharp to rely 
on blind faith, particularly when — appa- 
rently unlike the Chinese leadership 
Rd realise that Britain gets compara- 
tively little direct benefit from this terri- 
tory. But like the Chinese, they know Brit- 
ain could gain a great deal from selling 
technology to China. Against the 
backdrop of Chinese propaganda, British 
silence and prospects. of Sino-British 
trade, many compatriots have convinced 


the Hongkong Gov- 
silent requires à 


€ Britain . . . will never concede 
to unacceptable terms simply 
because China refuses fo bend.? 


themselves that a sellout by London is just 
around the corner. 

At the moment, the only guarantee 
against a British sellout is the Executive 
Council, whose approval of any agree- 
ment is required before Thatcher can pro- 
nounce the terms acceptable to the people 
of Hongkong. But pessimists already en- 
visage London putting pressure on this 
privileged group to agree to unacceptable 
terms. To refuse, the argument goes, the 
executive councillors will have to shoulder 
responsibility for the collapse of Hong- 
kong. 

Is London ever likely to camouflage a 
sellout — or think about selling out in the 
first place? The answer, from an unim- 
peachable source, is a firm no. Britain, 
this columnist. understands, will never 
concede to unacceptable terms simply be- 
cause China refuses to bend. 

It is indeed a pity that honourable men 
and women in the Hongkong establish- 
ment have to stand by helplessly as they 
watch Hongkong sink into a sense of 
gloom — a process which, if not corrected, 
will bring about a self- -fulfilling prophecy 
of collapse. In the meantime someone 
should tell Peking that it is deluding itself 
with its incestuous propaganda that Hong- 
kong's 5 million-plus Chinese believe that 
reunification — without an official British 


presence to safeguard Hongkong's in- 


terests will. 


€ 


bring about minimal 
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Thousands flee in the face 
of a Vietnamese crackdown 
against resistance forces 


By John McBeth 


Amphil, northwestern Cambodia: Late 
one evening in March, a Vietnamese pa- 


| trol entered the small village of Lum Veng 


in western Siem Reap province, pulled 
several people from their homes and hus- 
tled them away into the darkness. For 
newly elected village chief Pin Voun, 38, 


| that marked the start of a sudden reversal 


in Vietnam's formerly benevolent policy 
towards Cambodia's civilian population. 
The change was combined with a purge of 
officials of the Heng Samrin government 
in Siem Reap and the neighbouring pro- 
vinces of Oddar Meanchey and Battam- 
bang. 

The chief himself was arrested two 
months later in a similar night-time raid 
involving about two platoons of Vietnam- 
ese troops. Bound and blindfolded, he 
was marched 25 kms to the district town 
of Chongkal where he was confined in a 
cramped, bunker-like hole in the ground 
that served as a jail. He could not stand 
upright and was given only one bowl of 
rice a day, normally at noon. 

Before he escaped a week later, the vil- 
lage head says, he was twice beaten with 
bamboo sticks during interrogation ses- 
sions with his Vietnamese captors, who 
accused him of giving assistance to anti- 
Vietnamese guerilla forces of the Khmer 
People's National Liberation Front 
(KPNLF) now operating more than 100 
kms from their Amphil headquarters on 
the Thai border. 

Vietnamese repression and periodic 
looting of livestock and food supplies is 
said to have continued at Lum Veng, and 
on June 12 the entire village of 755 people 
got up and walked away. For three days 
and nights, the caravan of 90 ox-carts 
headed west, finally making contact with 
KPNLF soldiers who escorted the 
refugees to Amphil, better known to Thai 
authorities as Ban Sa-ngae. Miraculously, 
they never even saw a Vietnamese patrol 
on their journey across ground churned 
into mud by monsoon downpours. 

More than 9,000 Cambodians have left 
Vietnamese-controlled areas and trekked 
to the KPNLF bastion since the end of 
May. An additional 1,000 have made their 
way to other KPNLF bases at O-Bok and 
Chom Ksan to the north, and to Prey 
Chan and Srok Sann in the south. AI- 
though there have been reports that the 
campaign of repression has started to tail 
off, KPNLF officials claim they are still 
FECE VIE 20 to 30 new y arrivals a day from 
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If you've always 
thought that 

the large BMWs 
were very good cars, 
you're wrong. 
They're amongst 
the very best. 





If you know your way around the 
international, top-class car market, you'll 
realise that there's not a lot of choice. 
You'll also realise that when it comes to 
comfort and luxury, there are no great 
differences. 

And yet, for most top-class manufactur- 
ers, those two basic qualities remain the 
criteria for judging a car. 

Is that really enough? Especially when you 
bear in mind the increasing demands 
that are made on a car today? We say: no. 
Naturally, the large BMWs offer you all 
the sophistication and refinement you need 
to guarantee a comfortable and relaxing 
ride for you and your passengers. 

And to a degree that sets an enviable 
standard even in this class of car. 

But we believe that they are qualities that 






you should be able to take for granted. 
And that's why the large BMWs offer you 
considerably more. 


In this class of car, luxury and comfort are 
standard items. For more, you have to 
goto a manufacturer that’s as progressive 
as BMW. 

Many years ago, we were already working 
on making large, luxury cars more 
compatible with the needs of the day, and 
on giving them a forward-looking outlook 
that would offer them a real future. 

That's why we moved away from greedy, 
large-volume engines long before the 
need became apparent, and concentrated 
instead on the development of high 
performance but more efficient 6-cylinder 
power units. 


So today, a large BMW with its 6-cylinder 
engine gives you more performance 

than virtually all its larger-capacity competi- 
tors — whilst at the same time, it gives you 
reduced fuel consumption. 

This breakthrough is the result of modern 
micro-electronic systems, like BMW 
Digital Motor Electronics. 

If you add to them our range of cockpit 
technologies, which help make driving a 
more relaxing, reliable and safer experi- 
ence, then you'll quickly realise that the 
interplay between man and machine has 
been perfected right down to the smallest 
detail. 

And if you then compare BMW quality and 
safety standards, it becomes even more 
obvious why our cars belong up there with 
the “very best": 


All these qualities — together with the 
unmistakable, elegant styling, which makes 
every BMW stand out from the crowd — 
are reasons why the large BMWs are very 
difficult cars to ignore. 

We think it's worth your while finding out 
more about them. 

So why not ask us for more detailed infor- 
mation? We've got a lot to tell you. 

Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: 
BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, Tel.: (03) 499-6811 


Hong Kong: 
BMW Concessionaires (H.K.) Ltd.. 61-63 A, Waterloo 
Road, Kowloon, Tel.: 3-7145271-5 


Indonesia: 
P.T. Tjahja Sakti Motor Corp., JI. Cikini Raya 70, Jakarta 
Pusat, Tel.: 332913/321375 





Malaysia: 
BMW Concessionaires (M) Sdn. Bhd., 42, 42-1, Jalan 
Sultan Ismail, Kuala Lumpur 05-12, Tel.: 418555 


Singapore: 
Performance Motors Ltd., 896 Dunearn Road 01-01, 
Sime Darby Centre, Singapore 2158, Tel.: 4698800 


Brunei: 

Performance Company Ltd., No. 1 Bangunan Gadong 
Properties, P.O. Box 2394, Jalan Gadong Bandar Seri 
Begawan. Tel.: 20383 


Taiwan: 
Pan German Motors Ltd. 349, Tun-hua North Road, 
Taipei, R.O.C., Tel.: (02) 7153101/7130173 


Thailand: 
Continental Auto Centre Co., Ltd.,6 Rongmuang Soi 5, 
Bangkok 5, P.O. Box 5/210, Tel.: 214-2521-7 























Right now there are profitable business opportunities s gi 
in Brunei, especially in construction, trading, oil related 
industries and small businesses. 
Brunei is one of the largest oil and gas producers in 
the Commonwealth, with a population of 200,000 
The average per capita income is US$20,000 and t ere is no 
personal Ns tax. o 
v OL LH arian Sar MERE 
s foi H 
hdi passport holders are expected to be r 
time is ripe to explore this small but affluent market. 
s A Virtually everything is imported into Brunei, from fn 
fruit to day-old chicks, cassette apos, Mane photocopiaim 
spare parts and a host of other "T 
As the national MA i rune 












FLY WITH FRIENDS 


Royal Brunei Airlines flies from Brunei to « Singapore * Hong Kong * Manila « Bangkok « Kuala Lumpur « Darwin e Kuching * Kota Kinabalu 





His Holiness Maharishi Mahesh Yogi 
Founder of the Science of Creative Intelligence and 
the Technology of the Unified Field (1971 — 1982); 
Founder of Maharishi European Research University, 
Switzerland (1975) and Germany (1982); Founder of 
Maharishi University of Natural Law, England (1982); 
Founder of Maharishi International University, United 
States (1971); Founder of Maharishi Academy of Vedic 
Science, India (1980); and Founder of the World 
Government of the Age of Enlightenment (1976). 


The World Government of the Age of Enlightenment, 
a non-political, non-religious, global organization 
with the participation of the peoples of more than 
one hundred countries, does not usurp any of the 
functions of existing governments, nor does it replace 
them in any way. 


The World Government of the Age of Enlightenment 
enjoys sovereignty in the domain of consciousness, 
authority in the invincible power of natural law, and 
activity in the eternally dynamic silence of the unified 
field of all the forces of nature from where the infinite 
diversity of the universe is perfectly governed without 
a problem. 


The unified field of all the laws of nature has been 
glimpsed by the supergravity theory of quantum 
physics, and its complete knowledge is available in the 
ancient Vedic literature as recently brought to light 
by Maharishi. Application of this beautifully complete 
knowledge of the functioning of nature has given rise 
to Maharishi’s integrated systems of education, health, 
administration, defence, and rehabilitation. 


New principles and programmes to enrich and glorify 
all areas of life of the individual and the nation have 
opened a new horizon of perfection for life every- 


where. 


This practical knowledge is the basis of the World 
Government's invitation to all governments to rise to 
a new level of governing without problems 


The Maharishi Technology of the Unified. Field, 
applied to daily living, will enliven the evolutionary 
power of natural law to uphold life in all positive 
values — the individual will enjoy freedom from prob- 
lems and suffering; every nation will enjoy inte- 
grated national consciousness, cultural integrity, self- 
sufficiency, and invincibility; and the whole family 
of nations will enjoy permanent world peace. 





1983 can be the year of fulfilment for every gover , 


ment. 


Complete confidentiality is 
assured. 

Consultations, discussions, 
deputations, and feasibility 
studies may not be necessary 
because every government 
already knows what must be 
achieved, and the World 
Government has already devel- 
oped techniques to fulfil any 
requirement. 


* The government will set the 
target, specify the stages, and 
determine the criteria of success 
at each stage. 
* The World Government of 
the Age of Enlightenment will 
design the project accordingly 
and implement it. 

The first step will be a letter 
of intention from the govern- 
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This invitation to all governments to solve their problems is a wave of fulfilment i 


TO SOLVE THEIR PROBLEMS ; 


THE WORLD GOVERNMENT OF THE AGE 
OF ENLIGHTENMENT ANNOUNCES its rez 
ness to solve the problems of any governmel at 
regardless of the magnitude and nature of the 
problem— political, economic, social, or religious; — 
and irrespective of its system — capitalism, commu- 
nism, socialism, democracy, or dictatorship. i 


>. 
Governments are invited to contract with the World — 
Government of the Age of Enlightenment to solve - 
their problems on the basis of cost reimbursement - 
after the target is reached. 


A 






















ment to the Minister of Edu- | 
cation, World Government of 
the Age of Enlightenment, 
Seelisberg, Switzerland. Es 


* The contract will be draw 
up by a mutually acceptable in 
ternational law firm in conjunc- 
tion with an international ban! 


Itis hoped that every govern- 
ment takes this announcement 
in the same spirit of absolute 
sincerity, simplicity, and confi- 
dence with which it is being pro- — 
claimed in favour of life, happi- - 
ness, and harmony in the oni 


of nations. 


“With the blessings of Guru 
Dev, life on earth now is on the © 
doorstep of the perpetual sunshine 
of the Age of Enlightenment.” 

— Maharishi 


of the Silver Jubilee Celebrations of Maharishi's worldwide Transcendental Meditation E 


movement (1957 — 1873). 
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comers at Srok Sann, the front's south- 
ernmost base in western Pursat province, 
have come by boat along the Cambodian 
coast from as far away as Kampot on the 
Vietnamese border. At least 300 have also 
settled at O-Bok, 40 kms northeast of Am- 
phil, and 100 are reported to have taken 
refuge at the small KPNLF enclave near 
Chom Ksan, a Cambodian district town in 
Preah Vihear province which borders 
Thailand. 

It has proved difficult to find indepen- 
dent confirmation of KPNLF accusations 
that the Vietnamese have resorted to at- 
rocities and torture in their efforts to weed 
out the resistance infrastructure and dis- 
suade villagers from collaborating with re- 
sistance forces. Most of those arrested and 
detained for varying periods tell of being 
beaten during questioning. However, Pin 
Voun says a worse fate awaited his 24- 
year-old brother, Pin Nouk. Three days 
after his arrest on March 10, he ts said to 
have been put into a rice bag and had boil- 
ing water tipped over him until he died. 

Pin Voun claims that on one occasion, 
four detainees were beaten to death by 


— = s x. 
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Sann greets Thuot Inn; Pin Voun: stories of a reign of terror. 


Vietnamese soldiers outside Lum Veng. 
He also recalls that during his confine- 
ment he saw the bodies of several prison- 
ers being carried out for burial, apparently 
the victims of malnutrition. 


PNLF officials say Vietnamese inter- 

rogators have pulled plastic bags over 
the heads of captives and have used knives 
and bayonets to sever fingers and ears to 
extract confessions. “I've been told of 
many atrocities, surpassing anything I've 
heard in the past," said Son Sann, the 
KPNLF president and prime minister of 
the Democratic Kampuchea coalition. “I 
don't know why, but this is the first time 
the Vietnamese have lost control. Before, 
they wanted to be looked on as the 
liberators of the Cambodian people. Now 
they are trying to hurt them.” 

Evidence suggests the Vietnamese have 
been trying to move people by force, in 
V many cases in order to relocate them in so- 
called strategic hamlets along national 
Highways 5 and 6 that skirt the northern 


26 


and southern sides of the Tonle Sap. Reng 
Plom, 65, told the REVIEW that his village 
of Thanal Dach was moved three times, 
each location about 15 kms away from the 
other. In the end the Vietnamese lost pa- 
tience and put the 140-house settlement to 
the torch. Most of the population of 
Thanal Dach is now at Amphil, along with 
Lum Veng and the entire villages of 
Roulong Veng (formerly in the Samrong 
district of Oddar Meanchey) and Phum 
Prey (formerly in the Srey Snam district of 
Siem Reap). 

Diplomats say they are still not certain 
of the extent of the brutality employed, 
but they concede that the Vietnamese 
campaign appears to have been uncharac- 
teristically harsh and mounted on a broad 
village-by-village level. “It will cut two 
ways,” said one puzzled Cambodia- 
watcher. “They may be able to shake up 
the resistance infrastructure, but they will 
also generate a lot of resentment. Whe- 
ther they are going to keep it up we just 
don’t know.” 

Experienced analysts who recall the ter- 
rible extremes of the Khmer Rouge reign 





of terror are reluctant to dismiss the claims 
of the new arrivals. The difference this 
time, however, is that the refugees are not 
noticeably traumatised — a factor which 
contributed to the credibility of stories 
told in the 1975-78 period — and remain 
under the influence of an organised resist- 
ance group which is naturally anxious to 
publicise their plight. 

Vietnamese sources in Hanoi recently 
told a Malaysian newsman that authorities 
had been arresting some 150 civilians a 
month for alleged links with the KPNLF, 
mostly in the Siem Reap area. He also 
confirmed that 300 officials at the com- 
mune and district level had been removed 
from their posts, a figure quoted widely by 
Amphil officials who have claimed for 
some time now that many functionaries of 
the Hanoi-backed regime are secretly 
working for the resistance. 

Among those arrested, according to 
several accounts, have been Siem Reap 
province chief and central committee 
member Chan Seng and his military coun- 


terpart, Neou Seng, both of whom were 
detained on May 22. Little is known of 
Neou Seng, but Chan Seng is a veteran 
guerilla fighter who defected from the 
Khmer Rouge in 1975 — the year they 
came to power in Phnom Penh — and was 
generally looked on as a fine example of 
Cambodia's new breed of communist 
leaders. The round-up in the northwest 
came at about the same time as the Viet- 
namese disbanded a battalion-sized ele- 
ment of the 3rd Heng Samrin Division 
based in Samrong. 


akon Duong, the 31-year-old com- 

mander of the KPNLF's216th Battalion, 
which recently spent a fortnight 100 kms 
inside Cambodia, makes no secret of the 
fact that much of his intelligence informa- 
tion comes from government soldiers en- 
countered on patrol. Such cooperation ex- 
tends from section to company level and 
he claimed the only times he has been in- 
volved in clashes with the poorly trained 
Cambodian troops was when, they were 
accompanied by Vietnamese regulars. “If 
the Heng Samrin soldiers are on their 
own, they prefer to 
talk,” he said. 
“But if they are 
with the Vietnam- 
ese, then they have 
to fight.” 

Both Sakon 
Duong and about 
seven or eight de- 
fectors with him 
contended that the 
3rd Division is 
now no longer 
operational. If this 
is true, it could 
indicate that the 
units headquar- 
ters company was 
affected by the 
battalion disband- 
ment. The KPNLF 
encourages poten- 
tial defectors to re- 
main in place and 
advises them to escape only when a net- 
work is broken by the Vietnamese. 

Front leaders are disturbed over the 
latest exodus to the border, even if it is 
grist for their propaganda mill. Haunted 
by fears, backed up by shaky evidence, 
that Hanoi has embarked on a Vietnami- 
sation policy in Cambodia, they want the 
Cambodian populace to remain where it 
is. They also place heavy emphasis on the 
importance of preserving Cambodian cus- 
toms and traditions. 

But for 49-year-old Siem Reap villager 
Thuot Inn, who arrived at Amphil six 
weeks ago to discover her son had died 
fighting with KPNLF forces last year, the 
journey to the border meant only one 
thing. “All I want," she sighed, “is some 
peace." Whether she will find it depends 
on what Hanoi’s military planners have in 
mind for the next dry season — an omi- 
nous thought if the campaign against Cam- 
bodian civilians is any measure of Viet- 
namese concern over opposition to their 
three-and-a-half-year occupation. 
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e THOSE who travel frequently by 
China's national airline, CA AC, are not 
very loud in praising its reliability, its 
booking procedures, its aircraft (particu- 
larly those of Soviet manufacture) or the 
quality of onboard service. Tales 
abound: of first-class passengers being 
served stale sandwiches, inedible sweet- 
meats and rotten apples; of hair-raising 
takeoffs and even more spectacular 
landings; of seats without seat-belts, and 
even of a seat which had evidently been 
cleaned with some corrosive liquid 
which raised blisters on the backside of a 
Canadian diplomat. 

Would-be passengers in China com- 
plain that they are refused seats on com- 
petitive airlines (which take off almost 
empty) while CAAC's planes are some- 
times so crowded that extra chairs — un- 
attached in any way to the floor — are 
sometimes placed in the aisles to accom- 
modate surplus passengers. Passengers 
boarding one flight taking off from Can- 
ton found the interior of the plane in- 
fested with flies. Answer? A truly pro- 
letarian solution: the hostesses issued 
everyone with a fly-swatter. 

But airlines are not noted for their 
modesty, and a recent edition of CAAC's 
in-flight magazine was devoted to praise 
of its own hard-working stewardesses. 
Headlined “A Paean in the Blue Sky,” 
the article described the work of five 
hostesses, Oran, Jin, Zhou, Duan and 
Lin, as observed on flights between 
Shenyang in Manchuria and Canton. 
They were lauded for “working industri- 
ously for the honour of our motherland 

. in the boundless blue sky.” The girls 
had apparently received 707 commen- 
datory letters from their passengers. 

The writer observed a passenger being 
sick during a period of turbulence: “A 
stewardess was disposing the vomitted 
stuff for the passenger while stewardess 
Qian was pounding lightly the back of 
the passenger." Why had Qian received 
so many complimentary letters? The head 
of the group explained: “Comrade Qian 
has got the honour through sweating." 

Lin, another hostess, reported for 
duty — somewhat inadvisedly — with a 
stomach disorder. The cook gave her 
several eggs, “but when she saw an old 
passenger also suffered from the same 
sickness and had not taken any food, she 
at once gave the eggs to the old man. The 
old man held Lin's hand and said re- 
peatedly, ‘What a nice girl’.” Next time | 
am on a flight, I must remember to seize 
the hand of an air hostess and tell her 
what a nice girl she is. I'll probably get 
my face slapped. 

Another of the CAAC girls, Zhou, 
saw a passenger "sweating with anxiety" 
(everyone seems to sweat on CAAC 
flights) because he was missing his 
wristwatch. Although it was awkward 
for a girl to crawl under a seat in front of 
so. many passengers, Zhou did bend 
down and find the watch. "Seeing the 
hands of the stewardess soiled and her 
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black hair loosened, the passenger was 
deeply touched and wrote in his com- 
mendatory letter, “Your spirit of not 
being afraid of dirt, nor being afraid of 
taking the trouble to look for the lost ar- 
ticle wholeheartedly for the passenger is 
really worth learning by me’.” 

Personally I entertain some cynical 
suspicions about the hundreds of com- 
plimentary letters, for one of those re- 
produced to illustrate the article was 
hardly complimentary. It read: "Having 
travelled around the world twice, we 
have never heard of asking passengers to 
move from the front to the back because 
the plane is too heavy! If it is truly that 
risky the plane should not be flown!" 

Significantly the little space under- 

neath the comment headed "Action 
taken" remained blank. 
e IF you, dear reader, were in charge of 
the Sydney office of the Hongkong Trade 
Development Council (TDC) and vou 
wanted to get its various publications 
into the hands of the maximum number 
of potential buyers, you might consider 
placing prominent advertisements in 
newspapers such as The Australian. 
Which is what the TDC's Sydney office 
did. How would you deal with the in- 
quiries that resulted? 

Obviously, your responses would 
have to vary: some would have to be told 
that though the magazines were com- 
plimentary, prior payments to cover the 
cost of airmail were needed; some would 
have to be asked for further details to es- 
tablish whether they were indeed poten- 
tial importers of Hongkong goods, and 
some would have to be politely fobbed 
off. Others would want further details of 
the contents of the magazines. Equally 
obviously, such letters would preferably 
be personal ones — easily managed by 
modern typewriters which can churn out 
pre-set texts duly addressed to individu- 
als in large numbers. 

You would not (would you, dear 
reader?) under any circumstances pre- 
pare a catch-all duplicated form de- 
signed to reply to all applicants begin- 
ning: 

"Dear Sir, We refer to 

( ) your recent communication 

( ) our questionnaire/application 
form you have sent back 

( ) your interest in our magazine 
passed on to us by our head office con- 
cerning our publication 

( j E [the monthly magazine Enter- 

Pek 
) vlc bi-annual Apparel] 
Y [the annual Tovs] 

[the monthly Trader]: 

Would you please note (only the 
item marked 'X' is our reply)... 
And you would not then go on to list a 

dozen responses all accompanied by lit- 
tle bracketed spaces into which your sec- 
retary would type appropriate Xs. 

But that is exactly what the Sydney of- 
fice did. And so, when a buSinessman in 
Australia (an ex-Hongkong resident still 
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vita many ^ iners ‘the f erritory) - 
answered the advertisement -and Te 
quested copies of. Trader, he received | 
the cyclostyled reply with Xs typed or d] | 
posite the unhelpful responses: * E 
quests for this magazine can no longerb x | 
accepted due to a limited quota imposed | 
by Head Office. Our apologies.” "And: j 
“Please accept our apologies for being | 
unable to send you à copy. v 
Apart from wondering whether the |. 
cost of the original advertisement was | ~ 
justified, as the businessman comments, - | | 
the episode provided a lesson in how not | 
to go about developing trade. | 
e WHAT does óne do in a count 
which bans public gatherings and dem- | 
onstrations, but which still wishes to ge = 
the people together to exhort them t 


serve the nation and work harder? Presi- - 
dent Zia-ul Haq of Pakistan has the ans- 
wer, enshrined in this item from an April E 
edition of the Pakistan Times: 














The Government has declared à 
public holiday On May 1, to enable 
people and workers to participate in 
meetings on the day. The meetings 
will be held in the premises of fac- 
tories and offices in view of the ban 
on public meetings and processions. 
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All to little avail. Last week, despite - 
the ban, a great many people took to the | | 
streets. 

e IT was possibly within the atmo- 
sphere of impending violence that reader — 
Malik Idris Khan spotted a grisly head- - 
line in the August I edition of The Mus- — n 
lim, which appeared to reflect the full. |. 
savagery of the legal profession: | 


Lahore Bar 
dismembers 
advocate 


But the story below was something of | 

a let-down: the Lahore High Court Bar ] 
Association had not torn one of its own. T 
barristers limb from limb, it had merely — 

expelled him — or withdrawn his mem- | - 
bership. 
e WANDERING around Malaysia's | 
Kota Baru, Lyle Rhodes spotted an eat- 
ing house whose name represents an at- | 
tempt to capitalise on the finger-lickin 
success of a certain colonel from Ken- 
tucky. He wondered just what type of 
poultry was being served: 






| Shim Jae Hoon 
iul: South Korea is having a tough time. 
iding the thoughts of Peking officials 
hese days. In May, when a British-built 
"rident aircraft. belonging to the Civil 
p Uu P of China was 


SN. fae cen far less clear. T he 
ries: have never had diplomatic 


ugasi q à. MiG21 supersonic 
rrived in South Korea, similarly 
iced, and was guided to an 
ncy landing by several South Ko- 
jet fighters. The aircraft was flown by 
"Tienchin, a test pilot from a military 


ping his wings and signalling with his 
, Sun indicated he wanted to land in 
th Korea. On doing so, he declared he 
a defector and was seeking political 
m in a third country, presumably 
an. The MiG arrived right in the mid- 
of the trial here of six C hinese hijac- 
cof the Trident. 





defect to South Korea in the past 10 
mths. Last October Wu Jenken, a 
se air force captain, defected with a 
9. Wu was givena jubilant reception 
wan, where he collected a reward of 
$2.5 million for his defection, but the 
Korean Government kept the air- 
after Peking refused to negotiate di- 





is time, officials here appeared much 
e restrained in handling the. case. Al- 
mgh they said Wu's case provided a 
ecedent, they wanted to wait until Pe- 
ng clearly indicated its position on the 
tter. On August 9, a spokeswoman for 
he Chinese Foreign Ministry told foreign 
urnalists that China wanted the aircraft 
back — as well as its pilot. Asked whether 
hat meant China was prepared to 


l, , officials indicated they stood 
| d to any overture Irem Pe- 








‘tiation or the Trident Mu its passengers. 









in one sense to T aiwan: 
officials, including 
Seoul, repeatedly sougl 





near Dalian, northeast of Peking. 


Sun is the second Chinese fighter pilot | 


gotiate a settlement with. Seoul, she 


With Peking .this time failing to respond i 
directly and formally, Seoul seemed open. 


econd nik air force pilot defects and Seoul 
cials hope bilateral contacts will be one result. 
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party 





both the MiG21 and Hs pilot would be 
| turned over to Taipei as that was the. de- 
fector's intention: . 

Caught between-a. non-reaction from 
dert and enu S. pressure from Taiwan, 





Sidi Peking. I acl veakihrough 
eager for a follow-up | of the dialogue first 


opened at the time.of the Trident hijack- 
ing. The agreement to turn over the air- 
craft and its passengers specifically cited 
the two countries’ resolve to deal with 
similar "emergency" ‘situations in a "spirit 
of cooperation." Some S Korean dip- 
lomats now ask. if this could also apply to 
military aircraft. 

Indeed, with three Chinese aircraft vio- 
lating South Korean airspace in the past 10 







months, these sources suggest there is no 











E west coast of 
.| cent opening of a special air corridor south 


The price Peking paid wi 


amounted to Peking's in 
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of Cheju Island for a shorter Shanghai- 
Tokyo civilian route. If China is realistic, 
it is hinted here, there is good reason to 
reach some sort of agreement to cover 
similar incidents in the future. 

The main obstacle to such an agreement 
is North Korea, with which China shares a 
border of more than 1,000 kms. Peking 
views the friendship and allegiance of 
Pyongyang as vital to check Soviet influ- 
ence. Soon after China's successful 
negotiations over the Trident, Chinese 
Foreign Minister Wu Xueqian visited 
Pyongyang to calm North Korea's nerves. 
iS its agreement 
e North Korean 
t China, This 
irect endorse- 
ment of the controversial dynastic. power 
succession in North Korea. i 








to invite Kim Jong 
president’s son, to 








A: a consequence; Seoul would now like 
"a to give Peking more time and leeway 
to deal with its allies in Pyongyang, who 
oppose Chinese rapprochement with 
Seoul. South Korean officials are anxious 
to save Peking’s face in dealing with North 
Korea. Indirectly, it has been learned, 





Towards a won-par 


state 





Opposition groups are permitted to raise funds more openly, 
but sceptics question whether this will lead to cleaner politics 


seoul: The government of President 
Chun Doo Hwan has apparently decided 
to save the country's opposition parties 
from death by financial anaemia. It has 
tacitly allowed a fund-raising committee 
to be officially launched for the Demo- 
cratic Korea Party (DKP), which holds 81 
seats in the 276-member National Assem- 
bly. It is the first time an opposition group 
has been allowed to organise such a sup- 
port group without fear of government re- 
taliation. The DKP is the second-largest 
group in parliament, next to Chun's 
Democratic Justice Party (DJP). 
The appearance of this 150-member op- 
position fund-raising group has led ob- 
servers to wonder if it represented a step 
forward in the development of party poli- 
tics here. In the nearly four decades that 
South Korea has experimented with a 
nominally Western style of government, 
political parties have seldom raised money 
publicly. Political funds have come chiefly 
from big business firms, with the ruling 
usually .. promising — exclusive 
economic favours in return, or the opposi- 
tion parties threatening them with expo- 
sure of — or a noisy n UE into — 
allegedly oe wealth. 
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the ruling party's monopoly of political 
funds will generate growing resentment 


among critics. It was clearly also a way to 


strengthen loyal opposition as opposed to 
the extra-parliamentary underground dis- 
sident movement, which is much more 
militant than the DKP. Significantly, the 
launching of the committee follows recent 
political unrest triggered by dissident 
leader Kim Young Sam's hunger strike. 

In the early years of the late president 
Park Chung Hee’s government, political 
funds were garnered by the government 
by awarding lucrative contracts or arrang- 
ing massive bank loans for specific 
businesses in return for financial support 
for the ruling party. Especially during 
campaign years, money was openly ex- 
torted from not a few businessmen by 
politicians representing Park’s organisa- 
tion. One such case was the Park govern- 
ments extortion of some US$3 million 
from Gulf Oil, which operated a refinery 
in South Korea, The regime was also sus- 
tained by “commissions” from import 
deals involving ptant facilities from Japan. 
Under the old system, therefore, the 
ruling party has ‘always had its coffers fill- 
ed, while opposition groups have been re- 
duced to dori: j funds from friend: 






they have recently 
been asked by Peking 
to keep the reconcili- 
ation process be- 
tween the two sides 
discreet, for fear of 
provoking — China's 
friends in Pyongyang. 
In effect, this 
amounted to asking 
Seoul not to publicise 
what Seoul views as a 
slow but definite thaw 
between the two capi- 
tals. 

As à result, officials 
here, though essen- 
tially following the 
Wu formula in resolv- 
ing the matter, may 
take more time than 
before in handing Sun 
over to Taiwan. Like 
Wu, Sun will be sub- 
jected to a long mili- 
tary debriefing, then will be formally in- 
dicted on charges of illegal entry and vio- 
lation of South Korean airspace. He will 
then be released, with the government 
“deferring” its prosecution. 

South Korean military intelligence of- 
ficers are busily overseeing the dissection 
of Sun's MiG21, the first such model to fall 
into their hands. The acquisition of the 
aircraft was considered a major tactical 


cautiously refrained from making con- 
tributions to thë opposition parties, lest 
they face abrupt government tax probes or 
other forms of harassment. 

Consequently, tacit government ap- 
proval for an opposition fund has pro- 
voked a lively curiosity as to the govern- 
ment's motives and whether the new sys- 
tem is viable in South Korea’s traditional 
political culture. Clearly, the DKP's com- 
mittee could not have been launched with- 
out official consent. Indeed, government 
officials admit they had to twist a few arms 
to get reluctant, businessmen to make 
donations. 

So far, the DKP has operated with con- 
tributions from its officers and members. 
The size of contributions differs according 
to rank and influence within the party. 
The party president, the floor leader and 
vice-speaker each contribute Won 1.5 mil- 
lion (US$1,900), while its MPs give Won 
150,000 a month, 


W ith the launching of the new support 


committee, most funds will in future 
come from outside donors whose individual 
contribution will be in the Won 50,000-50 
million range each per year, depending on 
ability. The ceiling for corporate members 
is Won 100 million. Contributions are tax 
exempt. What contributors will ask for in 
return is not vet clear. Some observers be- 
lieve they may demand party nominations 
to run in the coming parliamentary clec- 
tion. If that happened, it could cause con- 
siderable strain inside the party, with fund 
contributors emerging as new rivals. 
The DKP group, which has already 
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coup as it is exactly the same model China 


has provided to North Korea in recent 
years. 

Some 40 such aircraft are presumed to 
be in the North, and the South Korean air 
force is determined to examine its 
mechanical anatomy as well as tts flight 
techniques and manoeuvrability, The 


South Korean air force has already test 
two of which have fallen 


flown MiG19s, 
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Kim Young Sam: strike triggered unrest 
raised Won 250 million. aims to collect 
Won 1 billion a year. This is a pittance 
compared to the Wen 7 billion officially 
said to have been raised by the ruling DJP 
in 1982. According, to Yun Sok Sun, 
deputy secretary-general of the DJP. the 
country's largest political group needs 
Won 100 million cach month for operating 
expenses. This is only 5% of the amount 
opposition. critics say it spends each 
month. Chun's party boasts 1 million 
members and. [51 sseats in parliament. 
Under South. Korean law, a fund-raising 
committee has a maximum of 1.000 mem- 
bers and cannot raise beyond: Won 2 bil- 
lion a year. 

Yun said his party raised Won 3 billion 








into their hands, including 
one flown by a North Ko- 
rean air force pilot Capt. 
Lee Ung Pyong, in Feb- 
ruary. “At this rate, we 
might soon form our own 
MiG squadron,” quipped a 
government spokesman 
here, 

There was another side- 
light to the latest defection. 
Not only did South Korean 
radar spot the aircraft well 
in time to allow jet fighters 
here to scramble, but air- 
raid sirens in and around 
Seoul blew instantly to warn 
people to seek shelter. The 
only trouble was when.over- 
excited security people, 
without checking, | falsely 
claimed that an enemy air- 
craft was actually bombing 
targets. That momentarily 
threw Seoul into a panic, as 
tens of oE ri of people quickly sought 
refuge. 

The government has yet to apologise 
formally for the false alarm, angering citi- 
zens who protested that over-zealous offi- 
cials were dangerously crying wolf. If the 
incident demonstrated South Korea’s un- 
questionably effective carly-warning sys- 
tem, it also seemed to leave the govern- 
ment with a large credibility gap. 
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from its members, Won 2 billion from its 
fund-raising committee, Won 1 billion 
from miscellaneous sources such as adver- 
tisements in the party's monthly journal, 
Won 540 million from "private. dona- 
tions,” which are legal, and Won 440 mil- 
lion from government subsidies. The sub- 
sidy is spread. among all parties. with 
deputies in parliament, with funds appor- 
tioned according to each party's strength. 
However, Yun's estimate is viewed by 
many Oppositionists as grossly inaccurate, 
since they believe the party overspends its 
publicly stated budget. The party's newly 
expanded central training institute, for in- 
stance, cost Won 3.4 billion; a recent party 
gathering at a mountain resort cost Won 
200 million. “We could have easily sur- 
vived a month on the cost of beef con- 
sumed at the mountain site by the ruling 
party members," commented Kim Chong 
Chol, the sharp-tongued president of the 
Korea National Party (KNP), which has 25 
seats in parliament. He too, is organising a 
fund-raising committee. Kim represented 
Parks Democratic Republican Party 
(DRP) which held power in South Korea 
for nearly two decades until Park was as- 
sassinated in October 19795/The DRP has 
since been dissolved by Chun and has lost 
not only its party offices but also tts train- 
ing centre to the DJP. Superficially, due 
process technically governed these trans- 
fers, but it actually took the form of Park 
supporters “voluntarily surrendering” the 
assets to the new rulmg group. As a result, 
Yun's assertions on the DIP's finances are 
a bitter pill for Kim to swallow. 
Opposition critics. believe that Yun's 
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party would need more than Won 2 billion 
a month to function — the party is esti- 
mated to have spent some Won 300 billion 
in the 1981 election; which was widely 
labelled the dirtiest election in the coun- 
try's history, with many votes openly 
bought and sold across the country. While 
the official limit on campaign spending per 
candidate was US$70,000, then premier 
Nam Duck Woo estimated actual spend- 
ing by government candidates could have 
reached US$300,000 each. 


Ee apart from elections, money plays 
a key role in South Korea's daily poli- 
tics, even for opposition parties that 
would normally seek popularity through 
vigorous criticism of government policy. 
Yu Han Yol. the DKP's secretary-gen- 
eral, said he needed a minimum of Won 
120 million to meet the party's monthly 
running costs, 

Expenses include monthly rentals for 
offices of party headquarters, salaries for 
administrative staff and support funds for 
provincial branches. “Even this amount is 
hardly enough." he said. "Our new fund- 
raising committee will be a great contribu- 
tion, not only to easing our burden, but 
also for development of sound party poli- 
tics." 

While opulence marks the headquarters 
of the ruling party, decay and decline 
characterise those of its rivals. The 
once-rich KNP, having lost its building 
on top of scenic Namsan Hill, now 
operates from two rented floors of a 
dingy, I9th-century brick building which 
once housed Korea's first customs office 
at the turn of the century. Asfor the DKP, 
it has similarly lost its own party building 
— it is now housed on two floors which 
previously belonged to Park's hand- 
picked legislators. 

With a general election due in the next 
12 months, the political-funds issue is 
likely to become more controversial. It is 
significant that the government has cho- 
sen this time to allow financial support for 
the opposition, because an opposition 
party without resources can resort only to 
a tough, militant line to curry favour with 
the public. In other words, had the Chun 
government not allowed some institu- 
tional guarantee for the flow of money 
into the opposition ranks, he might have 
faced a much more severe test in the 
coming elections. "You can't bite the 
hand that feeds, can you?" observed one 
cynic in the dissident movement. 

Letting the opposition camp gather its 
financial resources openly also helps the 
ruling party justify its own lavish funds, It 
could smugly point to others and say that 
they, too, can raise money under the same 
laws. No matter how unequal or cosmetic, 
the new system o* political. fundraising 
seems to have satisfied all parties con- 
cerned — at least for the moment. But 
many outside politics remain profoundly 
sceptical about whether it will hasten the 
long-term development of cleaner politi- 
cal practices in South Korea. As always, it 
is the government which has the power to 
shut off the tap, whenever it feels that is 
necessary. — SHIMJAE HOON 
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The newsman cometh 


India's new crop of publications, more accessible and popular, 
are challenging the nation's traditional daily newspapers 


By Bunny Suraiya 
Calcutta: There is something new about 
the news in India recently. In the past few 
years English-language journalism here 
has undergone a sea-change. Although in 
terms of circulation figures and overall 
readership the English press in India is of 
relatively minor significance, it is a trend- 
setter in many Ways, catering to an opin- 
ion-forming and decision-making elite. 

Until not long ago the English press in 
India was rather bland, dominated by the 
towering edifices of five or six establish- 
ment papers, among them The Statesman, 
The Times of India and The Hindu, all of 
which addressed themselves mainly to po- 
litical and economic issues in lofty and 
somewhat archaic language. As a conces- 
sion to less weighty interests were a scat- 
tering of about half a dozen magazines — 
such as The Illustrated Weekly of India. 
Filmfare and Eve's Weekly — mainly 
brought out by the bigger newspaper com- 
panies as ancillary products, 

This has now changed. The rapid 
growth of a younger reading and buying 
public, increasing concern with issues such 
as consumerism, the status of women and 
the condition of the environment, plus 
development of special-interest groups, 
have gradually led to what has been de- 
scribed as the “magazine boom,” a sus- 
tained explosion, the tremors of which 
continue to be felt. Although most 
of the new publications are glossy 
advertisement traps dealing in so- 
cial trivia — titles include Star- 
dust, Society, Celebrity and 
Movie — there have been notable 
exceptions. The two most signifi- 
cant of these are the New Delhi- 
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New Delhi's ‘Fleet Street s Sunday: a new outlook. 

















based fortnightly India Today, a Time- 
style news magazine, and Sunday, a feisty 
Calcutta-based weekly which has helped 
expose scandals from the blinding of cri- 
minals by police in Bihar to the illegal ac- 
tivities of multi-million-rupee investment 
companies and “chit funds,” 

Sunday, which is edited by M. J. Akbar 
and is part of the Ananda Bazar group, 
has made Indian journalistic history with 
record circulation growth, and at more 
than 200,000 copies a week it is the largest- 
selling English-language magazine in the 
country. Just over 12 months ago the 
group launched an English daily from Cal- 
cutta, The Telegraph, which some feel has 
already begun to have an effect on the 
readership of the city's two other English 
dailies, The Statesman and Amrita Bazar 
Patrika, both more than 100 years old. 


he Ananda Bazar group is owned by 

the Sarkar family and is run by the two 
brothers, Aveek, 38, who supervises the 
editorial operations, and Arup, 36, who 
handles financial and administrative mat- 
ters. The group's Bengali-language paper, 
Ananda Bazar Patrika is, at over 400,000 
copies, the country's largest-selling single- 
edition daily. Ten other publications com- 
prise the group. The group is noted as 
much for its quickness either to innovate 
or terminate as it is for its 
rapid growth. In the past 
few years it started, and 
closed, Calcutta's only 
evening newspaper, the 
Evening Standard, and a 
fortnightly, New Delhi. 
The former was proving 
economically ‘unviable 
and the latter tended to 
conflict with Sunday. 

According to available 
figures, there are more 
than 17,000 publications 
in India, of which 992 are 
dailies. More than 
10,000 of these are 
owned by individuals, 
and 3,085 are English- 
language papers and 
periodicals, ^ including 
more than 100 dailies. The 
total circulation of the 
English press is above 9 
million out of an overall 
circulation of more than 
40 million. The four met- 
ropolitan cities of Bom- 
bay, Calcutta, Madras 
and New Delhi account 
for almost 40% of total 
circulation. The success 
of tabloids such as the 
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Ronbav-based Mid Day d 

Weekend Review have contribu 
concentration and remis Cdi 
phasis to the tone of popular journali: 

But it is the magazines which are mak- 
ing the real impact. Since its inception in 
1975, India Today has established itself as 
the most reliable and readable news 
magazine in the country and currently has 
a circulation of more than 70,000. The 
magazine belongs to Living Media India 
and it epitomises the so-called “new jour- 
nalism": there are articles on the changing 
role of the journalist and there is more in- 
depth reporting — whether the issue is a 
shady oil deal involving the government or 
the sale of village women in Madhya 
Pradesh. 

Indeed, through magazines such as 
India Today and Sunday, the tone and 
content of Indian journalism seem to 
have acquired a new dimension that indi- 
cates a basic shift from its traditional role. 
The vast rural areas are no longer merelv a 
backdrop but have become more im- 
mediate for the urban reader. Minority 
and underprivileged groups also receive 
greater and more sympathetic attention. 
Issues such as discrimination against 
women, child labour, the plight of the 
handicapped. the problems of the poor, 
the cause of the consumer, health care and 
community welfare have gained a larger 
public platform. Clearly there is generally 
a growing awareness of such questions; 
but they are increasingly being brought 
into focus by the press. 

This shift is particularly evident in the 
case of women's magazines. Although still 
aimed at an elitist readership of urban 
housewives, their scope has been enlarged 
beyond recipes, household hints and 
romantic fiction. A recent issue of Eve's 
Weekly, for example, took up the subject 
of bride burning and dowry extortion and 
in a case study demonstrated that the prac- 
tice had become an urban, middle-class 
phenomenon. 

The catalyst for this change was, 
paradoxically, the two-ycar Emergency 
declared by Prime Minister Indira Gandhi 
in 1975. The imposition of press censor- 
ship came as a shock to an institution that 
to an extent had grown flaccid and com- 
placent. When the Emergency was finally 
lifted, a pent-up dam burst. The initial 
vehemence of the testimony regarding the 
sins of commission and omission of the 
Emergency was soon tempered by a grow- 
ing disillusionment with the new govern- 
ment of then prime minister Morar}! 
Desai. If there was a lesson to be learned 
from its fall and the return of Mrs Gandhi 
it was that as in politics there are no per- 
manent allies but only permanent in- 
terests, so in journalism there should be 
no permanent friends or foes, only specific 
issues. 

Now, journalists place greater emphasis 
on the particular — on a more down-to- 
earth, grassroots approach. The malady of 
armchair theorising and speculation, en- 
demic to Indian journalism, has been re- 
placed by a vigorous — and readable — 


E 







t f he 





AGS. KT 
ux ` us S t^ 
«d Sunda’ 


T 


ted to this | 































































o New Zealand — to this Austra- 
lian's regret — has again rejected a 
proposal that its North and South islands 
should become the seventh and eighth 
states of Australia. 

The union — or rather "reunion" — 
suggestion was made by a New Zealand 
judge. Justice Michael Kirby. at à recent 
conference on the closer economic rela- 
tions agreement between Australia and 
New Zealand, organised in Auckland by 
the New Zealand Legal Association. It 
would be a reunion as, Kirby recalled, 
New Zealand had originally been ade- 
ooo Of the state of New South 

ales until separation in 1841. 

"Provincial attitudes, petty jealousies 
and a fear of bold ideas have prevented 
reunion," said the judge. “The first “lost 
opportunity' was the Federal Council for 
Australia, established in 1885, which 
New South Wales never joined. The sec- 
ond opportunity was 
the round of confer- 
ences in the 1890s, 
when an  Austra- 
lian constitution. was 
framed and when à 
New Zealand repre- 
sentative, Sir Henry 
Parker, said: “The 
crimson thread of 
kinship runs through 
us all." 

(It was to my sur- 
prise that I learned 
the Australian Con- 
stitution, in its 
final form, contem- 
plated political union 
between Australia 
and New Zealand, 
which was specifically 
named as “a potential 
state. ") 

As an Aussie ex- 
patriate of four de- 
cades — with many New Zealand friends 
around the world — I have always 
argued that any union of the neigh- 
bours should not be named Australasia 
but Australia-New Zealand Allied 
Confederation, or Anzac — a peaceful 
evocation of the historic wartime title of 
the Australian-New Zealand Army 
Corps.) 

Alas, both New Zealand Attorney- 
General Jim McLay and his opposition 
counterpart Geoffrey Palmer trampled 
on Kirby's proposal at the Auckland 
conference. Grinning, McLay said: 
“The only notable results would be that 
New Zealand would get a good rugby 
team, Australia would get a good cricket 
team and it would be an Australian — 
not a New Zealand — horse that would 
win the Melbourne Cup.” 

More seriously, Palmer said: “I pre- 
dict it will not happen — despite the 


McLay: no reunion. 


search for hard facts. 
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generous and charitable instincts of the | 
Australians. It will not happen becaus * 
New Zealanders will continue to cherish | 
their independence.” E 
McLay was emphatic: “I want to lay to 
rest any suggestion of a political reunion | 
between New Zealand and Australia. lt | 
doesn't really matter what happened 80 
or 100 years ago. The political reality in i 
New Zealand is such that it is not going | 
to happen. There is no balance of advan- | — 
tage for New Zealand in union, even if it” ; 
did eliminate some trade problems and 1 
enable New Zealand to make use of a- 
modern High Court of Australasia as an 
independent court of justice." | 
Palmer was just as emphatic: "My dis- |- 
taste for the Australian federal system is | 
shared by New Zealanders. The onl J 
chance of Australia merging with New- 
Zealand would be if we faced a fu her. 
20 years of sustained economic adver- 
sity. We could be dri- | 
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ven to it by the pov- 
erty of our economic. 
performance." (That. 
was a frank admis. 
sion, surely.) Jie 

| have'seen no Au zn | 
tralian comment on |. 
this united New Zea- f 
land political reaction | 
against the reunion | 
proposal. | am in-| 
debted to John Slee, | 
legal correspondent | 
of The Sydney Morn- |- 
ing Herald, for infor- f 
mation on the under- | 
played reports of the | 
New Zealand confer- | 
ence which coincided ; 
with Australian |. 
Foreign Minister Bill | 
Hayden's visit to | 
Asean, followed by f 
trips to Hanoi and Pe- E 
king. Hayden's influence might have: Ji 
been stronger if he had been represent- | - 
ing New Zealand as well as Australia — | 
through Anzac. | 

Old Thai political, diplomatic and 
press contacts I met again last month in | 
Bangkok assumed that Australian and 
New Zealand policy towards Asean was | - 
in firm accord. The Thai friends I talked | ` 
with made it clear that they would wel- 
come an Anzac approach for Asean 
membership — a possibility which | 
Hayden's discussions and press confer- 
ences did not discourage. But they ad- |. 
mitted that Singapore and Indonesia |. 
might not agree with them — whether |- 
Australia and New Zealand made their |. - 
approach individually or as an Anzac |. 
union. To quote Palmer again: “Trade- | — 
sharing or political institutions will have | — — 
to come first. It is a political task, not a | 
legal one." 
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Partly back to life 


Security and shortages remain problems, but many people 


Kaysone, Vientiane street trader: marching to a different 


-———— — 





are adjusting to a less-than-harsh socialism 


By Nayan Chanda 

Vientiane: Seven years after the end of 
hostilities in Laos, the country seems fi- 
nally to be entering its post-war period. 
Although security remains a problem, a 
slight upturn in the economy at home, and 
increasing difficulty in resettling abroad as 
refugees, are leading the Lao slowly to ad- 
just to life under the country's not-too- 
harsh brand of socialism. 


_~ Since 1975, more than 300,000 Lao and 


Hmong minority people have fled the 
country; some 75,000 are still in camps in 
Thailand awaiting resettlement and facing 
an uncertain future (REVIEW, Aug. 11). 
Under a programme sponsored by the 
United Nations High Commissioner for 
Refugees, 2,300 Lao, including a sprink- 


ling of Hmong, have returned to Laos; 


five times that number are believed to 
have sneaked back across the Mekong 
after a period in Thailand. ‘ 

"The message we get from Nong Khai [a 
Thai border town],” said a Lao in Vien- 
tiane, “is, ‘don't leave’.” Indeed, com- 
pared with past years, when an average of 
1,000 a month fled the country, the exodus 
has virtually stopped. 

As the prospects of reaching the bright 
lights of France and the United States 
dim, many have started to seek an accom- 
modation with the new regime that will 
not compromise too much their old way of 
life. This search has been facilitated by the 
liberal economic policies adopted by the 
government since 1980. Private trade, 
which declined in 1977-78, has come back 
to life; restaurants and shops have 
reopened. Many of the Lao who fled 
socialism are now remitting money to rela- 
tions at home to make socialism a little 
more bearable for those who stay. 


lo one who knew Vientiane at the 
height of war and free-flowing dollars, the 
city now is empty and drab. But it has 
come a long way from the dark days of 
1977, when zealous socialist reform, food 
crises and a Thai economic blockade left 
citizens with only one desire — to leave. 
Vientiane is still a city of hardship, pov- 
erty and uncertainty, but the black veil of 
doom seems to have lifted. 

With nearly half the population of Vien- 
tiane gone, the city has become partly 
rural, but it has lost some of the spartan re- 
volutionary style imposed in 1976. Instead 
Of. revolutionary songs blaring from 
loudspeakers, a rustic crowing of cocks 
wakes citizens. There is no more mobil- 
isation of citizens and | saffron-clad 
monks to grow vegetables. But the market 
is full of vegetables grown by private pro- 
ducers. There is no longer a dependence 
on agricultural imports from Thailand, 
which developed once the Thai blockade 
was dropped late in 1977. 


|: Vientiane's two major markets and in 
countless shops, there is a dazzling dis- 
play of goods that has turned the city into 
an attractive shopping spot in Indochina 
terms — perhaps on a par with Ho Chi 
Minh City. Judging by the eager Soviet 
and Eastern bloc customers shopping in 
the Vientiane market, the Lao capital 
seems to have become a Hongkong-style 
shopping paradise for socialist nations 
Starved of consumer goods, 

It is not, however, the burgeoning 
Soviet population of Vientiane (estimated 
at 3,000) that keeps the market going: the 
Lao seem to be making enough money to 
buy goods. And dueto black marketeer- 
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ing in dollars, smuggling of gold from 
Vietnam, smuggling of Lao goods to Thai- 
land and remittances from relatives 
abroad, there seems to be enough hard 
currency to finance consumer-goods im- 
ports. 

Visitors from Lao towns such as Luang 
Prabang, Sayaburi, Savannakhet and 
Pakse report bustling private trade involv- 
ing the smuggling of Lao timber and forest 
products, coffee and opium to Thailand to 
pay for imports — from bicycles and tran- 
sistor radios to soap. According to official 
Thai statistics, Lao imports from Thailand 
jumped from US$14.5 million in 1977 to 
US$42.1 million last year. In the first six 
months of this year, declared Thai exports 
to Laos amounted to US$23.6 million. In- 
formed sources say the value of the goods 
smuggled in could be 30% or more of that 
amount. 

Gold from Vietnam, dollars bought 
from foreigners in the Vientiane market 
and undeclared Lao exports all go to pay 
for the smuggled Thai goods. But the huge 
deficit in the official Lao-Thai trade ac- 
count is met principally by the sale of Lao 
electricity to Thailand and by foreign aid. 

Official Lao exports of timber, coffee, 
electricity, tin and agricultural products 
have registered a sizable increase — from 
US$6.5 million in 1975 to US$46 million in 
1982. But some US$26 million of this 
jump was in 1982, due to a sharp increase 
in the price of electricity sold to Thailand 
and because of increased exports to the 
socialist bloc, 

In a confidential report prepared last 
autumn by the International Monetary 
Fund, Laos was warned against depen- 
dence on increased exports to socialist na- 
tions, as this would decrease the country's 
hard currency earnings and make external 
debt servicing difficult. The fund is also 
believed to have urged the government to 
step up its timber exports, which have 
stagnated for the past three years. 

The IMF pointed out that an increasing 
amount of Laos' foreign trade is through 
the black-market exchange rate of Kips 
105 to the dollar — nearly three times 
higher than the official rate. It suggested 
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l hether the Lao at home or abroad will 

have confidence in the government's 
regulations remains to be seen. Leuane 
admitted that since the introduction of the 
new exchange rate no one has come for- 
ward to exchange money at the bank. He 
explained that if people deposit dollars, 
no questions would be asked as to where 
they got them. But that assurance has not 
been given publicly; even if it were, it 
is an open question how many would 
believe it. — 
The Vietnamese Geen has suc- 
ceeded in making remittances from ref- 
ugees abroad into a major source of 
foreign exchange. But the Lao Govern- 
ment is unlikely to match that success for 
the simple reason that the diplomatic shop 
in Vientiane selling goods for dollars is not 
as attractive as the dollar shop in Ho Chi 
Minh City, In Vientiane almost every- 
thing available in the official shop is also 
available in abundance in the free market 
—- and is often cheaper if bought with baht 
or dollars. Those who receive money from 
abroad are thus more likely to keep it 
quietly in their own custody than declare it - 
to the government — not to mention de- 
positing it in the. bank... 

But the National Bank is planning 
another device to gain access to freely cir- 
rard currency 


| Owners were being made to recant their 


| control over the market will continue, the 


| announcement in late June that the gov- 
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| payme | 
de apr tare the bank. 
papers to prove that 
foreign good were legally imported will 
be penalised. 

There is some fear among the business 
community here that recent attempts to 
check smuggling may be the beginning of a 
wider crackdown on private trade. Some 
point out that control measures were in- 
tensified in recent weeks only after the re- 
turn of an economic police unit trained in 
the Soviet Union. Its arrival could not be 
confirmed, but a number of sources said 
they noticed a definite professionalism in 
the way private traders and restaurant 








fraudulent sales statements and pay 
higher taxes. 

Official sources discount this concern. 
There has been no change in the policy. 
announced by General Secretary Kaysone 
Phomvihane in 1980, that private traders 
would have a role to play in the period 
of transition to socialism. In fact, most 
foreign. observers believe that while 
periodic attempts to establish a degree of 


government is unlikely to reverse a trend 
that has brought an economic upturn. 

Laos is now pursuing a sort of "two 
steps forward, one back" economic po- 
licy. One recent example of this was the 


ernment would assume 51% ownership of 
private restaurants. Nearly two-thirds of 


the country’s restaurants voluntarily 
closed down rather than give the govern- 
ment majority ownership — which in 


practice could mean the authorities taking 
up 51% of net profits. But after intense 


lobbying by restaurant owners — some of ^ 


whom belong to influential families in the 


capital — the government has quietly 
| dropped the idea. 
Informed sources say that the an- 


nounced move to curb undeclared private 
trade is also unlikely to be carried too far, 
for the simple reason that family ties are 
more important. than ideology. Despite 
the professed goal of socialism, aristocra- 
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bureaucratic corners in order to speed 
things up. 

Indeed, there have been reports that 
some of those arrested have been found 
not guilty of corruption and will be re- 
leased. However, a representative of an 
international organisation said: "Even if 
some of those officials return to their 
desks I don't think they are ever going to 
be dynamic." The fact that Laos has 
neither a code of law nor a court system 
can only add to the uncertainty and lack of 
initiative of those dealing with foreign aid 
or foreigners. 

This is especially true of officials in con- 
tact with non-communists, particularly 
with Thai businessmen who remain Laos’ 
main suppliers. Some observers here feel 
that a number of recent arrests may also 
have been due to official suspicions of 
bureaucratic links with anti-communist 
Lao resistance groups through Thai busi- 
ness contacts. 

Although the Pathet Lao regime has 
consolidated its hold over the country, it 
has not been able to come to grips with 
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surplus in the south, shortage in the City. 


sporadic acts of sabotage and ambushes 
mounted by resistance groups based in 
China or Thailand. In April two Czecho- 
slovakian mining experts were killed in an 
ambush near Sayaburi in northern Laos. 
Late last year a bridge built by Sweden on 
Highway 13 — the country's north-south 
lifeline — was partly destroyed by anti- 
communist guerillas. Small bands repor- 
tedly roam in the Paksane-Savannakhet 
area in the south às well as north of Vien- 
tiane. 

Resistance activities pose no threat tó 
the regime, but they nevertheless hamper 
the government's effort to improve the 
country's decaying roads and advance the 
economic integration of Laos. Other than 
the lack of transport, fuel, spare parts and 
passable roads, a major reason the gov- 
ernment cannot fully exploit the nation's 
resource potential is insecurity. 

The deaths of the Czechoslovakian ex- 
perts were an indication of the difficulties 
the government faces in trying to exploit 
precious stones and minerals that lie virtu- 
ally untapped in the sparsely inhabited 
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wooded hills. Security problems prevent 
the government from making a full inven- 
tory of its timber resources before it can 
even begin to exploit them. Despite a re- 
cord harvest of 1.1 million tonnes of paddy 
last year — which should make Laos self- 
sufficient — Vientiane still has to import 
some 30,000 tonnes of rice annually from 
Thailand to feed its employees. 

Insecurity and transport problems, 
among other reasons, have prevented the 
government from bringing surplus rice in 
the south to the capital. 


nother important factor in the govern- 
ment's failure to procure surplus rice 
is the very low state purchasing price and 
Vientiane's inability to supply farmers 
with consumer goods at reasonable prices. 
The official purchasing price varies ac- 
cording to the area. Farmers on the out- 
skirts of Vientiane are offered Kips 9 per 
kg. of paddy, while milled rice sells at Kips 
40-60 per kg. in the capital's market. 
It is thus not surprising that out of a har- 
vest last year of 1.1 million tonnes, the 


government managed to buy only 50,000 
tonnes; an additional 35,000 tonnes were 
collected from the peasants as agricultural 
tax. Lacking the means to provide the 
farmers with goods and fearful of inflation 
if the purchasing price were to be raised, 
the government is resorting to moral 
exhortation, 

Asked how he expected peasants to sell 
paddy to the government at prices so 
much lower than market value, Vice- 
Minister of Agriculture Khamsing 
Sayakone said: “They would sell to the 
state because of political consciousness. It 
should be viewed as a contribution to the 
state, which gives them so much facility. 
They can now work in peace. Who has 
brought them peace? It is the govern- 
ment.” 

Such rhetoric ignores the fact that while 
the Indochina war affected the peasants in 
the Pathet Lao-controlled zone in the 
northeast, the main rice-growing areas in 
the Mekong valley lived in peace. 

The new regime did not have much dif- 
ficulty in setting up agricultural coopera- 
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tives in the old Pathet Lao zone, where the 
peasants had learned under the pressure 
of US bombing to work collectively and 
contribute part of their meagre crop to the 
revolutionaries. But the regime has had 
great difficulty in persuading the more in- 
dividualist peasants in the former Vien- 
tiane zone about the virtues of collectives. 

Fortunately, however, Lao leaders did 
not persist too long in their disastrous 
year-long drive to force peasants into 
cooperatives. By the end of 1979 the gov- 
ernment claimed to have set up 2.500 
cooperatives all over the country. But fol- 
lowing a policy reversal in late 1979, more 
than 1,000 cooperatives were disbanded. 
According to Khamsing, the number of 
cooperatives in the country has now risen 
to 2,000 but the emphasis is on voluntarv 
collectivit y. 

Although the government still aims to 
bring 90-95% of the peasantry into 
cooperatives by 1985, it is extremely 
doubtful that any serious attempt will be 
made to achieve that goal. Khamsing ad- 
mitted that so far only 17.5% of peasant 
families have joined the cooperatives. 

The farmers, Khamsing said, would be 
persuaded to join the cooperatives by 
showing that they increase productivity 
and assure better community life. How- 
ever, in view of the government’s inability 
to provide mechanisation or fertilisers, 
combined with an acute lack of manage- 
rial personnel, it would take a very long 
time to bring Mekong valley peasants into 
collectives. 

Independent observers say that many 
cooperatives are only such on paper — no- 
thing more than a register of peasant 
families and a vague commitment to work 
together. For other types, such as one at 
Nong Bouathong on the outskirts of Vien- 
tiane, it means a government-subsidised 
effort to make farmers work together. 

According to the chief of the coopera- 
tive, which groups together 25 families, 
the enterprise is a great success. It began 
under a government directive in June 1981 
with six families pooling their land and 
buffaloes. Later the government "sold" 
them two Soviet-made tractors. 

Since then the number of members has 
grown and so has productivity — from 1.6 
tonnes a ha. to 2.5 tonnes. The coopera- 
tive has, however, yet to pay 1 kg. of the 
agreed price of 60 tonnes of paddy per 
tractor. This kind of subsidised coopera- 
tive would be difficult to set up in large 
numbers — and certainly not outside the 
Vientiane zone. 

Agriculture, only a small fraction of 
which is irrigated, remains cripplingly de- 
pendent on the monsoon. Three good 
monsoons in succession have helped Laos 
to achieve basic self-sufficiency in food, 
but the danger of a shortfall is not over. 
Rains have come late this year, leading the 
government to lower its expectation of a 
rice harvest of 1.2 million tonnes. 

Another spell of drought or heavy rains 
could tip the precarious food balance and 
bring in its trail a host of economic prob- 
lems. Laos, once an international bas- 
ket-case, has made a modest recovery, but 
its future still hangs in the balance. 
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Godsend or 
straitjacket 


By Jon Sikes in Singapore and 
Patrick Smith in Hongkong 


T changing economics of oil — from the exploration 








stage through to production and consumption — have 

been as visible in Asia as anywhere else of late. Both of 
Southeast Asia's principal producers, Indonesia and Malaysia, 
are now undergoing substantial revisions in their plans for over- 
all economic development. ( And both are likely to be net import- 
ers of oil by the early 1990s unless growth in domestic consump- 
tion is further constrained. ) Indeed, these two countries are now 
struggling with the irony that oil has turned out to be at least as 
much a burden for those who possess it as for those who do not. 
How will the region be affected if, as United States energy guru 
Daniel Yergin now suggests, oil becomes a commodity like any 
other — subject to the same market pressures as, say, tin or 
pineapples? 

The oil and gas industry in Asia is a straitjacket as much as a 
godsend. In a region where the petroleum import bill reached a 
staggering US$72 billion in 1982 (including imports from within 
the region). it is difficult to overestimate the effect of oil and gas 
exploitation on overall economic health. Although Japan takes 
up some 70% of the total, the immense hard-currency outflow 
used to purchase products and broaden development places 
enormous constraints on economic expansion. Although the re- 
lationship between energy and growth has been substantially re- 
vised due to the 15% crude oil price decrease in February, the 
Asian region is at a stage of development where further growth 
is synonymous with growth in energy consumption. The only ex- 
ceptions to this are the more developed economies of Japan, 
Hongkong and Singapore. 

This has certainly not been lost on the region's economic plan- 
ners. Diversification schemes are in effect in most countries, 
though some of these will be pursued with less enthusiasm now 
that oil prices have dropped. But one question raised by this is 
whether governments, oil companies and their bankers are too 
sensitive to price fluctuations that may be short-lived. An esti- 
mated 70% of commercial energy demand derives from petro- 
leum sources and, with the exception of Japan, this dependence 
is continuing to increase. 

Virtually all countries in the region have embarked on diver- 
sification schemes. Japan, which comprises 70% of Asia-Pacific 
energy demand, is trying to lower dependence on petroleum to 
50% of total energy supply by 1990. All new power-generation 
facilities are mandated to be non-petroleum fired. Indonesia, 
though it has postponed two major coal projects, is continuing 
with development of its extensive geothermal potential — as is 
the Philippines. Oil's share of commercial demand in Indonesia 
is projected to decline from 82% to 78% by 1984. Thailand, once 
among the most petroleum-dependent nations in Asia, has suc- 
ceeded in reducing its reliance to 65% of energy consumption. 

But while all of these programmes are encouraging, the crude 
price decrease appears to have made alternative energy transi- 
tions less attractive. Project development is proceeding at a 
more subdued pace than two years ago, when the region was still 
staggering from the second crude price shock. 

Fortunately for the region, involvement by foreign oil com- 
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avourable production sharing terms for both parties. As 
the majority of these contracts call for investments over a four- 
to six-year period, activity over the medium term is guaranteed. 
Indeed, the current legislative climate has largely protected 
long-term exploration budgets within the region. The nature of 
the typical contract, where companies are required to spend a 
certain amount over a period of time — generally four to six 
years — has kept exploration active in comparison with other 
areas of the world. The basic principle behind the production 
sharing contract (PSC) is that a national oil company is actually 
the titleholder and the owner of the reserves. The national com- 
pany is responsible for carrying out exploration and develop- 
ment operations, while the contractor provides the necessary 
funds and technical assistance and carries virtually all the pre- 
production risk. 


EN 


s. Explo; 


n most countries of the region, once production begins the 
I contractor can recover exploration and development costs 

before being subject to taxes and royalties and the split with 
the national oil company. After costs are recovered, remaining 
production is generally split to 65:35, the majority going to the 
national company. The contractor is then subject to a corporate 
tax and a dividend tax, which yield a net split of approximately 
85:15. With the reduced incentive caused by the crude price de- 
crease, it now seems likely that signature bonuses — the fee paid 
to the national company upon signing — will be left out to entice 
further commitments. 

Where these contracts may now run into protracted problems 
is in the development of marginally commercial fields — where 
reserves may be large enough for a company only to collect its 
exploration expenditures, leaving the host country with no share 
of commercial reserves. The problem is a crucial one for In- | 
donesia in particular, as most of the country's 
oil reserves are located in relatively small de- 
posits. Given the present price of oil, and under 
the terms of Indonesia's production-sharing pacts, 
it makes little sense for Pertamina, the state 
oil company's to let the development of marginal 
fields proceed. However, the economics could 
be far different if the oil price rises again in the 
future. 

Indonesia, the most attractive: prospect and 
Asia's only Opec member, has signed no less than 
34 PSCs since 1980. In 1982 Pertamina signed a 
record 13 PSCs scheduling US$716.75 million to 
be spent on exploration over à 
six to 10 year period. In 1982 
exploration and development 
drilling nearly doubled previ- 
ous highs and the total capital 
expenditure of all oil com- 
panies operating in the region 
reached a record US$16.5 bil- 





lion. Now the early 1980s are Services 42 activity being equalled. In- 
proving a tough act to follow. Contracts/financing 43 deed 1982, with some US$9 
The region is beginning to SR billion in regional syndicated. 
feel the downward effects ofa Oil rigs 45 energy financing is likely to 
highly cyclical industry and i | emerge as a high point. The 
moderation is becoming the Thailand 48 | South Korea — — — 67 year included some of the 
watchword throughout Asian : : . largest project financings ever 
oilfields. According to projec- Malaysia 91 | India 69 executed in the Euromarkets- 
tions made by energy consul- Brunei 53 | Pakistan 70 This year has so far been dull, 
tants Gaffney, Cline & Asso- tt though a few borrowers — such. 
ciates, 1983 should see expen- Philippines 54 | Sri Lanka TO as India’s Oil and Natural Gas 
ditures decline by about 15% : Commission — are expected 
to US$13.5 billion. Indonesia 94 | Bangladesh — — — 72 5 remain in the market. The 
Nowhere is this waning en-  China-offshore 61 | Burma 72 level of borrowing related to ` 
thusiasm more apparent than development of China's off- - 
in the abrupt downturn in new China-onshore —— 64 | Australia 74 shore reserves remains a ques- 
PSCs. Indonesia, which at this i tion. 3 
Japan 66 | New Zealand 74 Although exploration and 


time last year had signed nine 
agreements, in 1983 has only 
initiated — two with Elf 
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Indonesia. Both were signed only | 
have included substantially reduced signature bonuses for Per- 
tamina, Although understandable after the surge of 1982, the 
slowdown is of considerable concern due to the direct relation- 
ship between exploration and eventual production. Gran 
Bowler, technical director for energy consultants Kepplinger 
and Associates explains: "As a consequence of Indonesia's geo: 
logy and the multitude of marginal fields, a drop in exploratior 
will result in a drop in production in a remarkably short period ol 
time." Given Indonesia's current economic situation, the effect 
will be unpleasant at best. | 
Expenditures on support and services in Asean countries 
alone totalled US$7.8 billion in 1982, of which US$2.5 billion 
was spent on exploration. Within Asia, relatively high propor- 
tions are concentrated on transport services due to the immense 
geographic area. But with oil companies cutting 15% of their 
operating budgets, logistics companies have experienced a tight- 
ening market and a substantial decrease in day rates. Sup 
boat availability has averaged between 45 and 60 units over the 
first quarter of the year. Although contract awards in this sector 
have increased in the second quarter, rates continue to be ex. 
tremely depressed. Aviation is probably the sector feeling the 
most painful pinch, particularly helicopters. Hourly rates 
charged by operators have reached break-even levels; due to 
oversupply, companies see little hope for relief in the near fit 
ture. 
Undoubtedly the sector suffering the most is rigbuilding, and 
as a consequence rig yards have been forced to diversify into 
other areas, primarily steel fabrication for the region's booming 
construction industry. In 1983 rigs delivered from Singapore 
yards will drop 39% to just 11 units. During the latter half of he. 
year, yards in Singapore, South Korea and Japan- 
will deliver 11 semi-submersibles, one drillship 
and six jackup rigs. Of these, only eight semi-sub- 
mersibles and three jackups are reported to have 
contracts. The only glimmer of hope for rigbuil- 
ders lies in the semi-submersible market, which 
some sources speculate could experience à fe- 
surgence in the first quarter of 1984 as exploration 
activities pick up in the North Sea and deeper- 
water acreage recently made available for bidding 
offshore, the US becomes active. The jackup mar- 
ket, which created the region's reputation as à 
major builder just two years ago, remains in à 
state of virtual collapse and no: 
one is willing to predict when 
orders may pick up again; pro- 
jections run anywhere from 
two to five years. (MN 
Bankers say financing activi- 
ty is also down this year — with 
little likelihood of last year's 
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development has lost the rosy 
hue ofa year ago, taken in per- — — 
spective, the region is still 
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- largely insulated from the catastrophic downturns experienced 
jn other areas of the world, most notably in the North Sea and 
the Gulf of Mexico. According to quarterly drilling indices re- 
— leased by Gaffney Cline, Asian exploration and development 
— drilling decreased only slightly over the first quarter of the year. 
— The company even suggests that offshore drilling programmes 
- Over the latter half of the year could result in greater activity. 
— According to Gaffney's managing director for Asia, David 
— Archer: “The sustained growth seen around the region's many 
- offshore areas is a pretty clear indication that the industry is 
— aware of the opportunities here — both geological and fiscal — 
— and that they are among the most advantageous in the world. 
- The fact is that oil-related activity here has remained insulated 
—— from the more destabilising influences suffered by most produc- 
—— ing countries over the past 18 months or so." 
E The total rig count for the Asia-Pacific region, probably the 
_ Single best indicator of exploration and development activity, 
= stands at about 270 for both marine and land units, slightly more 
— —than at this time last year. The number of idle rigs, however, has 
-— fisen considerably — to a total of approximately 50, nearly dou- 
— ble the number in 1982. While a certain number of these can be 
EE. pu down to market softening, the majority are in all probability 
the result of replacements with newer units from the recent rig- 
building boom. Reflecting the threat from other regions, rig own- 
— ers have been forced to lower day rates anywhere from 20-35% 
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— depending upon the type of unit. 
— Major reasons for Asia's continued attraction despite a 
- softening market are not difficult to find. The climate in most 
. areas enables companies to proceed with drilling programmes 
_ year round and as virtually all drilling has taken place in relative- 
— lyshallow waters, costs are much lower and operations less com- 
__ plex. Exploration block sizes range from 500,000 to more than 3 
= Million acres, thus giving exploration teams the opportunity to 
— search for a variety of prospects. 
— — To put block sizes in perspective, the millions of acres availa- 
— ble under a single contract in Asia compare with a mere 50- 
— $60,000 in the North Sea and as little as 2,500 acres in the Gulf of 
— Mexico. The size of the acreage also allows for farming out to 
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E resources — an exhortation obviously aimed more at 
motivating its citizenry than anything else — wears thin in 
— the context of the republic's role as the region's premier service 


S ingapore's oft repeated lament that it is bereft of energy 


= Centre. In the role of supporting — in highly significant terms — . 


since the mid-1960s and the more recent participation in Far 
East exploration, Singapore has managed to acquire easy access 
-—— to vast amounts of both oil and gas. Although this role is narrow- 
[ ! mi some extent as the countries it supports develop their own 


k the exploration and development of the region's petroleum 


tructure and begin to demand that more menial services 

 emanate from within their own borders, the republic's location 

- and established expertise enable it to expand into more 
technological areas. 

Service-support expenditure for Asean countries alone total- 
led an estimated US$7.8 billion in 1982 — of this a considerable, 
but unquantifiable, amount flowed through Singapore. Within 
Asia, relatively high proportions of capital are spent on trans- 
port services due to the immense prd area and the size 
of the leased acreage. With Singapore offering the comprehen- 
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her companies as the bloc t )»ortavar- | 
/ of geological structures. Drilling success ratiosinexploration —— 
— comparing the number of wells with positive traces of hydro- 
carbons with the number of wells drilled — also provide an in- 
centive. Forthe Asian region the ratio stands just above 29% for 
offshore drilling. 

Historically, three areas in Asia have been focal points for 
exploration and development over the past 20 years: Indonesia, 
East Malaysia and Brunei. Although the profile has not really 
changed — these areas contribute a total of 1.9 million barrels a 
day of crude and rank first, third and fourth respectively, 
worldwide in the production of natural gas — new and very sig- 
nificant sources of activity are emerging. 

The first, offshore China, has received a remarkable amount 
of interest over the past three years and consists of six promising 
basins: the East China Sea, Yellow Sea, Gulf of Bohai, and 
three promising basins in the South China Sea. British Petro- 
leum has recently been awarded five contract areas, four of 
which were in the hotly contested blocks at the mouth of the 
Pearl River and are among those that received the bulk of 102 
separate bids submitted last August. Other awards are expected 
shortly. But while long-term interest in offshore China remains 
intense, observers are beginning to question whether the oil- 
price decreases may result in slower development. Major oil 
companies currently negotiating for offshore concessions may 
begin to pull back and harden negotiating positions. *Due to the 
costs of setting up a wholly new infrastructure in that area," 
comments Bowler, *any find under 100 million barrels will be 
extremely difficult to keep profitable." There is also consider- 
able doubt in the offshore industry as to the actual poteritial of 
China's hydrocarbon basins; and even more doubt surrounds 
the unreliable statistics that have been propagated, both within 
China and elsewhere, about the significance of previous finds. 

There is also growing activity in the traditional have-not na- 
tions. This trend is greatly aided by a positive change in attitude 
on the part of a number of Asian governments towards foreign 
exploration investment. Countries which have had at least a par- 
tial change of heart within the past three years include Burma, 
India, Bangladesh, Sri Lanka and Thailand. Each of these areas 
promises significant exploration opportunities for foreign con- 
tractors in future years. 





sive suite of both port and airport facilities far more advanced 
than any other country in the region, its position as a rear base is 
unlikely to change to any major extent. As a result of this and the 
enormous expense involved in transporting equipment into 
areas where activity is taking place, crew changes and storage of 
items such as drilling fluid and bits, spare parts, casing and pipe 
are likely to continue taking place in Singapore. 

Back in the late 1960s the Singapore Government established 
two areas on the main island as supply bases whose exclusive re- 
sponsibility lay in support for the offshore exploration and deve- 
lopment industry. Singapore Offshore Petroleum. Services 
(SOPS) — a joint venture between Temasak Holdings, the 
Development Bank of Singapore and the United States-based 
Santa-Fe Pomeroy — handles nearly 100 clients while 70 multi- 
nationals have been set up to service oil rigs, support vessels with 
office facilities, storage areas and warehousing. A new 109 m. 
jetty, the most modern in the region, has the capacity to handle 
nine vessels simultaneously and a recently installed underwater 
pipeline enables 12 vessels to receive water supplies. The other 
supply centre, Jurong Marine Base (JMB), wholly owned by 
Jurong Town Corp. — a statutory board of the government — is 
reputed to be the most efficient offshore support base in the 
world. It is located on the southwest tip of the island and consists 
of dockyards, facilities for shipbuilding and repair, rig manufac- 
ture and companies making and supplying spare parts. 

However, Singapore's involvement in the more forward ac- 
tivities of support service has come under considerable strain of 
late. The move of two major oil companies out of JMB is indica- 
tive of neighbouring countries' efforts to develop bases of their 
own and has the government re-evaluating the role both bases 
will play in the future. The worrying began late last year when 
Petronas Carigali (the Malaysian Government's exploration 
arm) and Esso Production Malaysia Inc. (EPMI) an 


VL 


OUR SS 


























vith Sinis the region ni 
perienced in other areas world, the basic terms of the pro- 
duction-sharing contract (PSC) — even with modifications to 
various aspects, particularly in Indonesia — have remained 
more consistent than legislation in major producing countries 
such as the United States, ritain and Australia. No major 
changes in either methc 
in the past decade. WI 















1 o important alterations are antici- 
pated regarding PSC term: — as the region copes with reduced 
enthusiasm for explor commitment brought on by the oil 
glut — marginal adjustments. are being made in superficial 
areas. s 
On the financin id yankers ae lower oil prices to result 
in reduced dem commercial credits, after a period of 
heady borrovy b: umber of oil-producing countries. There 
are any numb | 
jects planned € 















y'sdurces will no ) doubt. continue. -Madeed. many such 
projects — the Philippines' search for geothermal power, for in- 
stance — were planned even before the oil price increases of the 
early 1970s. 

But lower credit needs i in the energy sector are already evi- 
dent, most bankers agree. Available statistics on energy and 
energy-related borrowings bear this out. “I’m pushed to find a 
specifically energy-related transaction this year," says one 


tive energ 


_ banker whose institution has been involved in some of the re- 





that: they were moving their activities from Jurong to Tanjung, 
. Berhala, Malaysia. Particularly unsettling to JMB were Esso’s 


plans: Esso Exploration had been one of the base’s largest 


operators and represents the major source of capital equipment - 
located in Jurong. Moreover, industry sources believe that due - 


to the EPMI transfer, other companies which mainly service 
Esso may be prompted to follow suit. In Petronas Carigali's 
case, the move clearly represents the attempt by the Malaysian 
Government to develop its. own infrastructure i in support of ac- 
tivities there. | 

Encroachments in other sectors are also Taking place. Both 


Malaysia and Indonesia recently passed legislation requiring all _ 
aircraft to be registered and owned by locally controlled com- 


panies. Additionally, Malaysia is now demanding that a percent- 
age of all supply vessels be built by bumiputra (indigenous 
Malay) companies and that all must be registered with state 
agencies. But other opportunities in the region are cropping up: 
a number of Singapore-based companies have already signed 
joint-venture agreements with the China Nanhai Oil Joint Ser- 


vice Corp. and more are anticipated in future. According to re- 


cent reports, a consortium of eight Singapore shipbuilding, fab- 
rication and service companies is close to signing an agreement 


to develop Chiwan, just north of Hongkong, as a support base in 


the South China Sea. The eight companies, operating under the 


name Offshore Joint Services Corp. of Singapore, were origi- 


nally brought together by the Singapore Government's official 


trading company Intraco. The éight — SOPS, JMB, Far East | 
Levingston Shipyard, Promet, Baker Marine, Wah Chang Inter- ` 


national, Sembawang Towing and Singapore Shipbuilding and 


Engineering — submitted a proposal earlier this year. Singapore - 
officidis are teri nearer and note that the. island re- 


ed in investment. bns credited - 
ed from the severe downturn ex- 


approach to taxation have occurred 





his mind. Under the PSC system a fundamental reversal 


marginally commercial deposits exist, problems have aris 
time in its history, ordered a company to cease prod ion 


of its production for a year when Pertamina asserted that à 










gion's largest financings. There have been $ 
course, and steady credit customers are expect 
the market. | 
Indonesia pioneered the first PSC contract 
the format has served as a model for the resou 
of virtually all Asian countries. By necessity frau; 
tics, the PSC system of negotiation has become a pr 
symbol of national sovereignty, Until quite recentlyt 
of Asian countries engaged in petroleum development o 
under a system known as the concession agreem 
arrangement which can only be described | as a carry-over 
colonialism. 
Under its terms an oil company. Témained legally im 
from the law of the land, attained complete control over e 
ration and production and the subsequent sale and distrib 
of products. The list of complaints against the « | 
long one. Countries eventually baulked over the long dui 
of the agreement, their inability to determine the pace of 
ration and development, the suspension of the right to t 


the fact that managerial decisions were left in the hands o 
eigners, who clearly had the interests of their own profits cei 













































red in that the exclusive rights once. granted | the developei | 
were vested in the national oil company. Moreover, th 
veloper does not procure nights e to its share until the poms o 
port. | 


parties and, for the most part, succeeds in striking a 

promise. Explains Grant Bowler, technical direct 
Kepplinger and Associates: "The fact that PSC terms h: 
mained so remarkably consistent is a miracle of negotiatio 
says a great deal for the competence of the national oil 
panies throughout the region." On the part of the gove 
five basic concerns exist. Of prime importance is that rapi 
thorough exploration takes place. The majority of cont 
effect in Asia call for expenditures of anywhere betw 
150 million for a period ranging from four to 10 years an 
the amount of seismic to be shot and the number of wilde: 
to be drilled. Rapid and effective development must al c 
and the contracts can be extended to a 20-30- ye; 
event of a commercially viable discovery. | Production 1 
be carried out in a manner consistent y the nationa int 


T he PSC basically addresses the primary interest 






















However, in Yes case of Indonesia, ee e for disig 
Back in July 1981 Pertamina (the state oil company), for 
lantic Richfield Índonesia (Arco) was forced to shut down 


from the Sembakung concession was going to the company 
pay for its exploration and development expenses, leaving ni 
available for Indonesia's share. 

Pertamina's argument was that it could not allow 
country's resources to be drained without a sháre o 
revenue. A compromise was reached in July 1982 and 
was allowed to recover costs before relinquishing thé co 
sion. Pertamina was adamant that the dispute did not serv 
any sort of test case and further disputes will be judged ont 
own merits. | 

Other interests of the national oil company are also 
ina reasonably equitable manner: that the sti 
benefits EA from any wien pee — guar 
























of return: most PSCs can be extended to 20-30 years in the 
of a commercial discovery. 
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Freedom to send. desk abroad. In all countries the contrac- 










beds overseas. 


rated to supply: the host country with up to 2596 of their respec- 
hares to. meet domestic requirements, did they. are 










resent. the single most important event, from a couac 
oint, is the negotiation between Pertamina and Caltex 
Indonesia which has long been Indonesia's major pro- 
d whose output currently stands at 324,000 barrels a day 
ee box). Pertamina is reported to have substantially low- 
: signature bonus — the fee charged the contractor upon 
i-e in an effort to encourage more foreign companies for- 
an the region of US$2-6 million. Those offered to: Elf 
itaine and Total Indonesia have been characterised as "ex- 
ly nominal." 
he Philippines has also altered legislation to entice further 
ompanies for exploration (see Philippines) and Malaysia too 
mpting to sweeten what (comparatively speaking) is a re- 
kably sour pot (see Malaysia). | 

ile the combination of good geological prospects and com- 
ive legislation has generated an upswing in exploration ac- 

in the region, other factors that clearly discourage invest- 
have Yet to be Eno ee. sane olds ament a 


1e state vs ; Caltex 
a 95:5 carve-up 


Susumu Awanohara in Jakarta 

^ ast month Mines and Energy Minister Subroto announced 
that much-awaited formal negotiations between the state 
oil company Pertamina and Caltex of the United States — the 
jQggest contractor, accounting for nearly 5076 of Indonesia's 
:rude-oil production — were about to begin. Caltex's con- 
ract of work with Pertamina expires in November and the 
mpany is already committed to sign a now-more-standard 
- production-sharing contract with the local state company. 
-As had been obvious throughout preliminary discussions 
which have been going on since last year — and was con- 
irmed by Subroto — the Indonesian Government wants to 
mprove on the standard 85:15 split of oil in Pertamina's 
avour in the new contract with Caltex which, of course, is 
fighting for the best deal it can extract from Jakarta. The oil 
"industry as a whole has taken keen interest in the talks be- 
ause the outcome may well affect others’ relationships with 
ertamina directly or indirectly. 

-Caltex signed a 20-year contract of work with Pertamina 
then called Pertamin) in 1963 which said in essence that Cal- 
tex revenues minus costs would be split 60:40 between the 
-government and the contractor. But, generally speaking, 
Jakarta was unhappy with arrangements which gave foreign 
-contractors control over the. entire procene from erploragon 
to marketing. ^ = = - ur 
In the mid-1960s the ndo sians intr 
duction-sharing contr: 
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| one which Caltex alread has with Pertamin 





north, west and east of Natuna, considered one of the cn gas 
deposits in the world (Vietnam, Indonesia, Malaysia, China); 
and Brun ei (Brunei, Malaysia, China, Vietnam). Additionally, 





"| most countries bordering the South China Sea have laid claim to 
E (a significant continental shelf. 


Most claims overlap and, to make matter worse, all countries 
bordering the area have formally claimed economic zones ex- 
tending up to 200 nautical miles from their respective coastlines. 
While it is difficult to estimate the effects of offshore: ‘boundary 
disputes on the progress of exploitation, they are clearly an in- 
hibiting factor and discourage if not prohibit investment. Also, 


legislation covering exploration development and export may 


differ markedly depending upon which nation ends up control- 
ling the area. 


| nergy-related borrowings are also lock somewhat in- 
d hibited these days — though for very different reasons. A. 

l typical oil development and production loan — banks do 
not finance exploration on a project basis — takes into account 


 thesize of the estimated proven reserves and anticipated price of 
oil for each year of the term of the loan; production costs are 


then factored in. 

Banks generally will not lend more ethan half the net present 
value of the find — which means that in a period of depressed 
prices, a producer can borrow less against his reserve than he 
may have when prices were higher. In this sort of market oil 
companies are likely to concentrate on low-cost, low-risk re- 
serves. "It's not any more difficult to lend in this environment, 
providing you have a good engineering report," one banker 
says. "But it may be more difficult to borrow." | 

Indeed, more fields are now moving towards the line where 
they are considered too pane to ddp pom eid rise. 





agement formally rested with Pertamina and oil — rather 
than profits — was split. PSCs became the norm and by 1970 | 
the share of oil output, after the contractor had taken a por- - 
tion to recover costs, was more or less standardised at 6596 
for Pertamina and 35% for the contractor. ` e 

Sensing rising nationalism in Indonesia's oil policy, Caltex ; 
agreed with Pertamina in 1971 that, when the current con- - 
tract expired in late 1983, a PSC would replace it. Thus a PSC 
covering 1983-2001, setting a ratio of 70:30 for old oilfields: 
and three-tier ratios ‘(of between 65:35 and 70:30 according to 
size of output) for new fields requiring substantial investment - 
by Caltex, was signed 12 years before it was to become effec- 
tive. At the time, split ratios agreed to by Caltex looked 
slightly more favourable to Pertamina than in standard PSCs 
— à fact which reflected Caltex' flexibility and understanding 
of its enlightened self-interest. In 1978 the two sides agreed 
that the 1971 contract should be extended until the year 2013. 

But conditions have changed drastically since 1971 and the 
70:30 ratio is no longer realistic. The basic PSC terms were 
changed in 1976 from a 65:35 split in favour of Pertamina to 
85:15. Caltex realises this and is not insisting on the 70:30 
ratio, but is perplexed by the Indonesian attitude that even an 
85:15 split is too generous for the giant contractor. 

The president director of Pertamina Judo Sumbono was 
quoted last year as saying that even if Caltex were to accept 
the 85:15 split, it would have to adhere to a new three-tier sys- 
tem. Apparently he meant that the 85:15 split would only - 
apply to the first 150,000 barrels a day (b/d) of production, 
with progressively better rates for the government (90:10and 
95:5) obtaining at the 150-250, 000 b/d level and for levels 
above 250,000 b/d, respectively. xa 

In fact this arrangement. would: not be far different. from | 
I oon after th 
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start. of the great oil boom in late 1973 the government re-i 
^ vised its contract with Caltex and others in its favour. Hoilis — 

- sold'atless than an initially arbitrarily determined base price, - 
the Caltex revenue minus cost is still split 60:40 as in the 1963. 
agreement. (The base price was- set at US$5 a barrel as at 
.. January 1, 1974 and has crept up slowly to about US$10, tied 
as itisto an inflation index published by the United Nations.) 

. X oilis sold at more than base p price, the base revenue (base 

7 price t times. the barrels of oil sold) is split 60:40 after cost re- - 
covery, but the contractor's additional revenue (total re- 
venue- minus base revenue) is split at ratios more favourable 
to Pertamina than 60:40. For the first 150,000 b/d of produc- 











tion additional: revenue is-split.85:15; in the 150-250,000..- | 


 bld.tange the ratio is 90:10, and. for production beyond 
250,000-b/d the ratio is 95:5 in Pertamina’s favour. With the 


' actual price standing at around US$30 — or about triple the- 3 


base price — and with production still averaging about 
600,000 b/d after:a recent decline, already the ratio of 95:5 - 
should apply to something like 40% of Caltex’ oil output. 


Even so, the scrapping of the 60:40 ratio altogether would | 


: worsen the Caltex position. 


Opinion is divided as to whether a new arrangement with - | 


Caltex would encourage Pertamina to change also — for the - 
= worse terms for other contractors. Many fear this would be 

the case, at least for new or renewed contracts. But there are | 
those who are. convinced that Pertamina considers Caltex to | 
be unique; with'much of its investment amortised and operat- : 
ing fields at low risk., Whatever Pertamina does with Caltex 

would not be a harbinger for others, these observers say. 


They add that Pertarnina has learned its lesson during 1974- |. 1 


77, when progressively harsh conditions imposed on contrac- - 


tors resulted in reduced exploration and Mida iod = i 


output > = - which the country can ill afford. 
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cording to the respected newsletter Offshore Rig Data Se 
- in The Gulf of Mexico rig day-rates have plummete 


between US$35-40,000 a day have now been reported as lc 
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By Jon Sikes in Singapore 


sia's rigbuilders have not been spared the effects 
SA of the world  rigbuilding market. “Abysn 
unlikely to change,” is how one Singapore rigy 

scribes present and future market prospects: All five Sing: 
rig yards — Promet, Robin, Far East- -Levingston, ‘Beth 
and Marathon Letourneau — are unanimous in the beli 
orders over the next two years will be virtualy non-exist 
the bidding will be intense for whatever orders do comein 
be a long. lime cana Nella demand teaches 














rigs. 

The. Asian rigbuilding industry’ 8 MERO over 
five years has been impressive. Playing a relatively small 
until 1980, the region burst into the world market by off 
tractive prices, fast delivery and, perhaps most importan 
government support. Asian yards secured 74 of 15 
placed worldwide in 1980 and 47 of the 96 placed in 19 
orders placed through the first half of 1982, nine were con 
with Asian yards. The total number of rigs constru ed 
gion now totals approximately 200. XC 

At a time when exploration and development bud et 
SEA the worldwide marine rig fleet will have ir 
50% in a four-year period ending mid-1985. Supply hà 
outstripped demand and, if no new orders are receive 
— as all sources feel is likely — rigs delivered by Singap: 
will have declined 39% to just 11 units. Of eight units 
on order, five remain available for tender and it is no 
able that cancellations will take place. Within the / 
five semi-subm 
drillships, two drill barges and one > tender rig idle or 





















































In piers areas of fhe: world the situation is event ile 












lowest levél since the 1960s: "Way below the cash flor 
even point, to say nothing about a profitable level;" th 


letter notes. Jackups, which two years ago would have f 














for as low as US$8,600. Although rates within the Asian fi 
are unlikely to sink that low, oversupply has brought them‘ 
anywhere from 20-35% below the past year and many cates 
are still declining. 3 

» For Singapore yards the market collapse has been fu 
compounded by slackening government support. The: 













builders in the region — most notably Japan and So 
may well have cost local rigbuilders their pre-emii 
1982. e ERE Government, reacting 

















sat 12%, both dens above | the USp prime rate, for upto 
ion (US$9. 4l million) — well under half the c cost of a 

















































i rale of 896 e 85-90% of the total cost. Japan is is Tepor- 








gapore yards continue to compete on delivery dates, price 
ality, financing is frequently the deciding factor. If the fi 
iff 





n their market share greatly reduced when demand re- 





ingapore Government's denoi to downgrade. rig: fi: 
> may well have been its only prudent option. As one 
ily placed government official explained at the time: 
far from saying we don’t want rigbuilding in Singapore, 
nt yards to develop better, to do more. We are not satis- 











€ have built up a good position in rig construction. 
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ymprehensive in what we are able to supply. 





€ to see yards diversify into high technological-content 
s and all yards have begun examining other options. The 
ion of the mass rapid transit system, steel fabrication 
pore’s booming construction business, modules and 
ower stations are all being pursued. Bethlehem Singa- 
hich has been the hardest hit of all five yards and ran out 
lers last November, has engaged in a joint venture with 
Marine of the United States for the construction of sup- 
and utility vessels. Promet, which has two orders re- 
ng to take it to April 1984, is probably the most diversified 

ny in Asean, with activities ranging from construction to 
d gas exploration. : | 













je Tharp writes from Tokyo: The wondwide slump in de- 
Offshore rigs has affected Japanese builders severely. 
ropped to four last year from a peak of 261 in 1980 when 
asm rode on the back of higher oil prices. 

ry sources estimate there are 100 rigs idle worldwide. In 
past, Japanese rigs have been put to work mainly in the 















, including low-interest loans and government subsidies. 
'etroleum Information International, an authoritative Hous- 








most would be. 





to cut rates to land new business," 





a have signed contracts for less than US$20,000 a day. 














Mitsui Engineering and Shipbuilding Co;; Mitsui. Ocean 
elopment Co., Nippon Kokan, Hitachi Zosen, Ishik 
r Heavy Industries, Sumi i 





able to offer financing on Japanese-manufactured equip- 
though there are problems with acceptance within the in- 
VAs a direct result of their financing packages, both coun- 
s have made substantial inroads into the jackup market and 
e established a reputation for quality and fast delivery. While” 





ferential remains too large, Singapore. rigbuilders 


h only being the hull builders. I think over the past several $ 


s are coming in and there are more companies buiding * 
uipment that actually goes on the rigs. We want to see _ 
of that happen. I think we can retain our position by being. 


ile the latter point is debatable, the government would. 


; the Gulf, the Arctic and offshore India. Prospects 
right, not only because of slumping global demand but. 
€ face of increased competition from South Korea and Sin- 
e. Japanese companies say those countries can provide 
prices because of lower labour costs and better financial. 


based industry newsletter, said in February that of 28 rigs to ` 
mpleted in Asian shipyards from March through De- . 
.this year, less than half are under contract. ‘In better 


.the ‘intensification of competition, contractors have 

ce the newsletter ` 
Om companies are charging US$25-30, 000 a day in Asia. 
ackup rig capable of operating in 250 ft of water. That is” 
from US$40-50,000 a year ago. Some smaller companies | E 


main Japanese rig builders are Mitsubishi Heavy Indus- 
which makes jackup, semi-submersible and drilling ves- 





ry into a new linee of offshore facilities. 
i according to a US industry journal, Daewoo is 





ling rigs. A Daewoo. spokestüan. says it is brimming with confi- 
- dence, limited more by the growing backlog of. work at Okpo 
than by the worldwide shipbuilding slump. — 
| - Meanwhile at Ulsan, where Hyundai Heavy Industries has its 
' giant shipyards, the story is different. "The marketis completely 
- dead," says P. Y. Cho, a senior manager of ship sales. Hyundai 
| ds finishing. the last two of three rigs ordered by the Texas-based 
South East Drilling Co., a project that began in 1980, but Cho 
| Says he expects nonew orders this year. "Weare capable of mak- 
' ing anything," he says, but due to the drop in oil puc 
worldwid demand for drilling equipment has plummeted. 
| c to the Korea. Shipbuilders’ Association, Daewoo F 
and Hyundai finished five rigs in 1982 worth a total US$393 mil- 
lion. Sales in 1983, based on projects now in process, should i im- i 
| prove. slightly. v = 
The lion’s share. of oil-rig orders has gone to Daewoo. It has 






exposure 


By Teresa Ma in Canton 
hile China aims at self-sufficiency in providing explora- 
tion services for the domestic offshore oil industry, its © 

ambitions reach far into- thé miproational giksuppon service 

market. 

. China's rig-building business is 12 years old but still relies 
heavily on imported equipment and technical know-how. The 
industry lacks international exposure, having entered the world- 
class rig market only in late 1980. Its main orientation remains 
servicing domestic offshore drilling, especially in view of the 
written demand on foreign oil companies exploring in China to - 

give priority to Chinese equipment when product quality and 
price measure up to the standards of foreign makes. | 

A spokesman for the China Offshore Petroleum Platform En- 
gineering Corp. (Copeco) once said that 40% of the estimated 

. US$200 billion needed to spurt oil from China's seabeds will be 
-spent in China, mainly on rigs. > 
Copeco, a subsidiary of the. China state Shipbuilding Corp. 
(CSSC), oversees offshore oil rigs and production platforms. Its 
_ tasks include the negotiation of licensing or production contracts 
with foreign builders, coordination of rig-fabrication among 
. major Chinese shipyards, import of equipment and services for 
production, and marketing of the final products. A Copeco sub- 
-sidiary named China Offshore Platform Designing Corp. takes 
care of research and the design of drilling and production 
equipment. | 
.. Major Chinese shipyards have undergone considerable trans- 
formation. over the past.three years. Foreign builders and ex- 
pérts from international standards associations such as the Ame- 
rican Bureau of Shipping (ABS), Norske ‘Veritas and British 
‘Shipbuilders have been brought in to supervise and consult on 
work at Chinese shipyards. — p ue A 
New shipyards have been po for Sk nghai 
ind the Zhujiangkou (Pe i à: 
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Copeco driller at sea: by 1990 19-20 drill rigs will be at work 





bases. Furthermore, existing shipyards are being overhauled to 
make room for rig-building. 

Copeco and Union Industrielle et d'Entreprise of France 
signed a contract in November 1982 for installing a new oil-plat- 
form production line and the joint manufacture of platforms for 
use in the South China Sea at the Huangpu Shipyard in 
Guangdong province. Installing the production line would cost 
US$70 million and would subsequently double the 1 million sq. 
ms shipyard. The expansion and platform production will be 
jointly designed by the partners. 

In January, Huangpu saw the launching of the first drill rig 
fabricated at the shipyard. Three more JU 200 jack-up rigs, to be 
produced also under a patent licence from Bethlehem Steel 
Corp. of the United States, are planned for a three-year period. 
For each rig built, a US$1 million licence fee is to be paid to 
Bethlehem. 

The undertaking was commissioned by Wah-Chang Interna- 
tional Marine Industry Corp. — a 50:50 joint venture of CSSC's 
Guangdong Shipbuilding Corp. (which controls five shipyards in 
the region) and the Singapore-based Wah Chang International 
Group. Wahhai I, which cost US$35 million to build, is scouting 
for a buyer among foreign oil companies exploring in the South 
China Sea. 

The Dalian Shipyard in Shenyang, Liaoning province, which 
has already completed five drill rigs in the Bohai series for the 
China National Offshore Oil Corp. (CNOOC), was the first to 
take up rig-building for foreign contractors. Three others in the 
Bohai series — VII, IX and XI — are still under construction at 
the yard. 

Baker Marine Corp., of the US ordered in October 1980 two 
big-foot jack-up rigs from Dalian. Under the US$100 million 
contract, Baker Marine provided the blueprints and main equip- 
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four semi-submersible rigs ready for delivery worth US$385 mil- 
lion and is working on three new orders at the Okpo yard worth 
US$216 million. The completed pieces include two jackups that 
can be adjusted to different depths of water and can drill to 
25,000 ft. The other two, for Reading and Bates of the US, can 
withstand Arctic storms and cost US$90 million. Daewoo is also 
building a semi-submersible for the Korea Drilling Co. of Korea 
Petroleum Development Corp. (Kodeco). This will be the first 
South Korean-owned drilling rig. Kodeco, ironically, is now 
leasing a rig from Reading and Bates that was made by Daewoo; 

The business of constructing offshore platforms for oil pro- 
duction is better distributed among South Korean producers; 
Hyundai is working on four platforms worth a total of US$250 
million that will go to clients in Saudi Arabia, India, Thailand 
and Malaysia. Samsung Shipbuilding and Heavy Industries, a 
newcomer to the field, has won a contract for a US$60 million 
offshore platform for Malaysia and has made a strong bid fora 
US$120 million platform for India. 

Although its competitors are sceptical, Daewoo is proclaim- 
ing confidence in gaining new orders for rigs. "We have great op- 
timism about any form of shipbuilding,” says a spokesman. Offi- 
cials at Samsung and Hyundai were less enthusiastic. Said a 
Samsung spokesman; “Maybe in 1985 can we expect the market 
to be good." 


ment while Copeco fetched the rolled steel and labour. Baker 
Marine's Singapore subsidiary, set up in January 1981, manufac- 
tured elevating jacks and cranes for the two rigs. 

The two BF113 self-elevating rigs, each with a drilling depth 
of 6,100 ms and measuring 38 ms long, 17 ms wide and 5 ms high, 
were named Robert M. Womack and Robert N. Haskin after 
two executives of Magnum Marine Corp. which bought the rigs, 
The rigs, delivered in September 1982, have ABS recognition, 

Baker Marine also contracted Dalian for refitting a drill barge 
built by Marathon Le Tourneau in 1967. A fourth Baker Marine 
contract was signed in March, this time with Jiangnan Shipyard 
of Shanghai, for building a BMC1600 semi-submersible rig. 
Under the US$100 million contract, Baker Marine provides 
technical designs, materials and equipment for the rig while 
Jiangnan is responsible for the fabrication, assembly and erec- 
tion. The Shanghai branch of the China Offshore Platform De- 
signing Corp. in turn acts as consultant on the detailed design- 
ing. The semi-submersible rig, when completed, will be sold or 
leased to foreign oil companies operating in China by Nanhai 
Baker Drilling Corp., a CNOOC-Baker Marine joint-venture. 

Under a contract signed between Copeco and Ingalls Ship- 
building of the US in July 1982, Dalian will build two Friede and 
Goldman L780 Model II jack-up rigs. Much of the arrangement 
is similar to that for building the BCM1600 semi-submersible at 
Jiangnan or that between Dalian and Norway's Aker Engineer- 
ing for the co-production of Aker H3 semi-submersibles. 

An imported Aker H3 semi-submersible, later renamed 
Nanhai II, has been repaired at the Huangpu Shipyard. Copeco 
has also signed a letter of intent with Brown and Root, also of 
the US, to explore the potential for co-production of rigs. No 
further development of the deal has been made known. 

It has been estimated that 19-20 drill rigs will be operating in 
Chinese waters by 1990. A number of Chinese-designed rigs are 
sitting idle or under repair, including the Bohai I jack-up, a Mit- 
subishi manufacture, which capsized during operation near 
Tanggu, Tianjin municipality. The accident caused the death of 
72 workers and later the dismissal of Song Zhenming. then 
minister of petroleum industry, who was reinstated this year. 

While both Copeco and CNOOC have been accused of being 
unenthusiastic in selling China-made rigs to foreign oil com- 
panies operating in China, the Chinese-equipment preference 
requirement may not be effectively enforced. Japan's Nippon 
Steel reported in 1981 that it had a letter of intent from the Japan 
China Oil Development Corp. for an offshore oil production 
platform. The value of the contract is estimated at ¥5 billion 
(US$20.75 million). 
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extra-bonus 
_ By Paisal Sricharatchanya in Bangkok 
ompared to some other Southeast Asian countries such as 
Indonesia, the level of petroleum exploration activity in 
| Thailand is far less affected by the current worldwide ex- 
- ploration cutbacks. Apart from sizable gas reserves in the Gulf 
of Thailand (officially projected at 16 trillion cu. ft), more recent 
“onshore oil and gas discoveries — though limited so far — 
"should have generated a new exploration rush under normal cir- 
‘cumstances. But the question of profit squeeze, faced by major 
— Western oil companies due to present low oil prices, appears to 
be weakening this should-be impetus. As a result, current explo- 
ration programmes (mostly onshore) will continue and probably 
ancrease in the short- and medium-term future. However, the 
overall exploration scene is not likely to change drastically. 
_ There is at present no exploration in the gulf. Since 1980, 
Union Oil Co. of Thailand — a local subsidiary of Union Oil Co. 
of California and one of two successful concessionaires which 
Iscovered gas — has been concentrating on development and 
»roduction. Gas supply began in late 1981 from the Erawan field 
under Union's first gas-sales contract with the Thai Govern- 
ment. But due to complicated and faulty reservoir structures in 
the field, production has since been substantially below the con- 
tracted 250 million cu. ft daily volume (REVIEW, Oct. 1 '82). 
- Supply in July averaged about 155-160 million cu. ft and com- 
—pany officials said the level probably represents the field's capa- 
— A second gas sales contract, signed with the government in 
- May last year, calls for Union to start producing another 150 mil- 
tion cu. ft daily from five additional fields in the gulf in 1985, ris- 
‘ing to 200 million cu. ft daily the following year and 400 million 
‘cu. ft daily eventually. Under an accelerated production pro- 
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"gramme to compensate for the Erawan field's shortfall, produc- 
tion from one of the five fields under this contract is expected to 
- begin in early 1984. 

A EU nion drilled a total of 10 exploratory wells during 1971-76, 


- plus another 23 delineation wells (to follow up gas discoveries) 

_ during 1974-80 in four concession blocks in the gulf in which it is 

the majority co-venturer. Japan's Mitsui Oil Exploration Co. 

holds 30% in blocks 10 and 11 while Southeast Asia Petroleum 

Exploration Co. (also of Japan) has a 20% stake in the other 

concession covering blocks 12 and 13. The 10 gas fields disco- 

_ Vered so far are scattered around all four blocks, with the cur- 

‘rently producing Erawan field spanning blocks 12 and 13. 

— Disregarding the long-standing controversy over the Erawan 

— field reserves (REVIEW, Oct. 1 '82), the Department of Mineral 

- Resources (DMR) has put gas reserves in Union's other fields at 

i. nore than 7 trillion cu. ft. The company now operates seven 

rigs, four of which are at the Erawan field with the remainder in 

areas covered under the second contract. Since the emphasis 

_ now and in the foreseeable future is on development and pro- 

. duction, Union is deferring any further exploration until the 

- necessity arises for a third gas-sales contract. Then it will have to 

- drill more delineation wells to determine the reserves in four 

- other structures which are not covered by the existing two con- 

__ Meanwhile, the other group of concessionaires led by Texas 

Pacific Thailand Inc. (TP) — a local unit of Canada's Seagram 

_ Group — which also discovered gas in the gulf, terminated all 
exploration last year. During 1976 and October 1982, TP drilled 

— 21 wells — 19 of which were gas discoveries — in four blocks at a 

_ total cost of about US$150 million. The B structure, which spans 

—. TP's blocks 15 and 16, is regarded as the biggest in the gulf with 

— some 7.2 trillion cu. ft of proven and probable reserves. 

i In many respects, TP’s failure to sell its gas to date highlights a 
. somewhat inconsistent policy on the government's part. For 
four years since 1977, the company negotiated unsuccessfully to 

sell gas (domestically) to the government. Its subsequent 
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scheme in 1981 to export liquefied natural gas (LNG), spurred 
by verbal assurances of support by the then industry minister, 
Chatichai Choonhavan, was later undermined by a government 
decision to launch the LNG project on its own. 

Given the general understanding that any gas for the govern- 
ment project is likely to come from TP's concession areas, the 
ensuing disagreement — underlined by the company's legal 
rights to process and sell gas it discovered — blew up into an in- 
ternational controversy (REVIEW, Nov. 12 and 19, '82). AI- 
though most industry analysts have ruled out the viability of 
Thai LNG project before 1990, the government is understood to 
be continuing negotiations with some Japanese firms which were 
selected as potential foreign partners in the project. At the same 
time, TP resumed talks with the government in July for a domes- 
tic gas sales contract, though both parties are unlikely to reach 
any agreement in the immediate future. 

But the currently dormant scene offshore will soon revive, 
though any renewed petroleum prospecting is likely to be on a li- 
mited scale. The industry ministry in early June invited applica- 
tions from foreign oil firms to explore in nine offshore blocks in 
the Andaman Sea, which are largely off Thailand's southwest 
coast. The final result (from this latest invitation) will determine 
the extent of adverse impact that the unfavourable global explo- 
ration climate may have here. 

The United States-based Hunt International is said to be in- 
terested, but most industry sources believe that overall interest 
in the Andaman Sea is likely to be marginal. For a start, the area 
is not virgin ground: several foreign concessionaires have drilled 
there before, but all relinquished their rights after insignificant 
finds. 

Esso was the last to pull out in 1982 after spending US$90 mil- 
lion (since the early 1970s) in shooting almost 20,000 kms of seis- 
mic surveys and drilling five exploratory wells. Perhaps more 
importantly, the unusual depth — and hence high exploration 
costs — in the Andaman Sea can pose as a second setback. One 
of the Esso wells was 3,500 ft, a world record at the time of 
drilling. As an industry analyst put it: “Under the current profits 
squeeze, oil companies must think twice about costs before com- 
mitting to any exploration programmes." 


otwithstanding the expected renewal of exploration in 
the Andaman Sea, the state-run Petroleum Authority of 
Thailand (PTT) is expected to begin a seismic survey 
with Canadian grants in block 21 in the gulf late this year. This 
recently approved concession represents the first-ever for PTT 
and is seen as the first step towards an ambitious longer-term 
plan by the agency to get directly involved in petroleum explora- 
tion and production. To date, PTT has acted on behalf of the 
government in purchasing gas from Union and re-selling it to 
(mainly) the Electricity Generating Authority of Thailand, 
another state-run corporation. Among other things, it also mar- 
kets oil products from the Defence Ministry-operated 
Bangchak refinery — one of the three refineries here — and is 
responsible for the gas separation plant currently under con- 
struction on the eastern sea-board. 

By comparison, onshore exploration has been far more active 
in recent years and will continue in the foreseeable future. But 
prevailing low oil prices in the world, coupled with certain new 
policies which have been introduced by the Thai Government 
recently, appear to be dampening what should have been a mini- 
exploration boom. That, under normal circumstances, would 
have been the case following recent (though limited) oil and gas 
pecoerer in the upper central plains and the northeast respec- 
tively. | 
Bound by contractual commitments and encouraged by their 
discoveries, local subsidiaries of Shell and Esso, which are by far 
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the most active today, are ing with their exploratio 
programmes without any cutback. In fact, both groups have to 
speed up operations as they must relinquish parts of their con- 
cession areas to the government by early 1984. However, the 
present and future position of several other foreign firms, which 
have either been granted exploration concessions recently or are 
in the process of finalising agreements with the government, re- 
main unclear. 

Thai Shell Exploration and Production Co., a unit of the 
Royal Dutch/Shell Group which began a small-scale commercial 
crude production last December in Kamphaeng Phet province, 
about 400 kms north of Bangkok, is commited to spend about 
US$180 million this year, roughly half each in exploration and 
development/production. The 1983 pro e calls for the 
drilling of 10 deep exploration wells (with depths of about 2-5,000 
ms) plus 10 shallow exploration wells (500-1,400 ms). By mid- 
July, the company had completed three deep wells (two of which 
were dry, with the third near the presently producing Sirikit field 
being a discovery) and five shallow wells (all of which were dry). 
In addition to the exploration drilling, Thai Shell is expected 
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to drill eight to 10 (producing) wells in Sirikit field this year. 
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The Sirikit field is relatively small by oil-industry standards, - 
with about 30 million barrels in recoverable reserves. Largely 
because two of the three deep wells which were meant to be pro- — 
ducers turned out to be dry, the average emg of around 
4,000 barrels a day (b/d) during the first half-year is somewhat 
below original expectations. Output, which ranged around 
5,300 b/d (plus another 4 million cu. ft of gas daily) at mid-July, 
is expected to rise to 8,000 b/d at year’s end and gradually in- 
crease to 17,000 b/d by the end of em au 

The company is stepping up exp d arly on the - 
fringes of its Block S1 to establish 50?5 of the total 10,10 
km. concession area which it will be required by law to relin- 
quish to the government by March 1984 (or five years after the 
concession was first granted). It relinquished the other conces- 
sion Block S2 last year after aero-magnetic and seismic surveys 
failed to produce any encouraging results. Unlike the pudo 

; m — dry wells, the five shallow dry wells” 

= | drilled so far this year were not of 

much concern since they were in 
areas (within Block S1) targeted for- 
relinquishment. | 

Being the first commercial crude 
production (apart from a much- 
smaller Defence Energy rt- 
ment field in northern Thailand 
which has been producing a margi- 
nal supply of crude for a long time), 
the inauguration of Sirikit field in 
January — presided over by Queen 
Sirikit — was launched with much 
fanfare, similar to the start of gas © 
supply in late 1981. However, Thai 
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Shell's failure to arrive at a satisfac- 

tory pricing agreement with the” 
government (which buys the crude) 

apparently has not worked in the 

government's favour in terms of its 
overall efforts to promote oil explo- 
ration. ` 
ent on early production to 
accumulate additional data 
for the formulation of a final — 
production plan, the company - 
somewhat reluctantly agreed im 
March to a “provisional price" Of” 
US$26.34 per barrel. Interrupted” 
by the general election in April and ~ 
the subsequent formation of the © 
new government, negotiations fora — 
final pricing agreement are ex- 
pected to resume soon. Claiming a 
production cost of US$25 a barrel 
(on a whole-life project basis), the 
company has in previous — 
talks with the authorities to stick — 
with prevailing Opec prices orindex ^ 
the pricing with a basket of foreign 
crudes, less 5% discount. It is like 

to keep this negotiating position in 
future talks. 
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The government's attempt to 
purchase from Thai Shell at below 
world-market prices — it originally 
offered US$25.5 a barrel — is view- 
ed with concern because of its 
nationalistic overtones. Many 
foreign concessionaires privately 
complain that the high-risk nature - 
of the oil business, plus the fact that 
enormous investment (in explora- 


tion and field development) mustbe 
aa 
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unk before production can begin, might be glossed over by the 
iovernment . 

— Compared to Thai Shell, test drilling programmes by Esso 
Exploration and Production Khorat Inc. and Esso Udon — both 
su ibsidiaries of the US-based Exxon Corp. which operates a total 
Of seven concession blocks in northeast Thailand — have been 
pr roceeding at a much slower pace due to highly indurated rocks 
ind high pressure in the areas. Esso Khorat was granted explo- 
'ration rights in 1979 in five concession blocks, covering some 
5 4000 sq. kms while Esso Udon in 1981 was awarded two con- 
ces sion blocks of about 20,000 sq. kms. 

Given a 50% stake that Esso Sakon SA, the third Exxon ex- 
ig oration unit, has bought into Phillips Petroleum's concession 
A ‘covering about 25,000 sq. kms in three blocks, also in the north- 
ast) earlier this year, the three exploration arms of Exxon 
d Co p. now have prospecting rights over nearly half of the 
20€ | 000-sq. km. Khorat Basin. Before their advent, the area was 
‘sparsely explored, with only one dry hole drilled by Union Oil in 
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ed costs, five exploratory wells were completed (in the 
at and Udon concessions), more than half of which were 
ed at an average pace of six months or more each and deeper 
han 10,000 ft. One of them — the Nam Pong 1 (in the Khorat 
oncession) — was a confirmed gas discovery with a test flow of 
Hon ind 25 million cu. ft daily. A second step-out well* — the 
am Pong 2 — was spudded on July 11 near the first. But given 
e poor drilling performance plus the likelihood that at least a 
"third step-out well will have to be drilled to ascertain the field's 
Teserves, the company is unlikely to be able to declare commer- 
- eially until 1985. 

as Esso Khorat also struck a possible gas find at another well 
-some 100 kms southwest of Nam Pong, but drilling was termi- 
E jated and the well abandoned due to high pressure after reach- 
ing only one foot of gas at 11,814 ft. The three other wells drilled 
— $0 far were dry. Esso executives were clearly frustrated by slow 
m ogress on the overall exploration programme, which is said to 
d e about one year behind schedule. A second heavy rig was 
— brought in early this year to step up operations. Apart from Nam 
» Pong 2. the seventh well was spudded in early July in the Udon 
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A A ste ut well is a technical term referring to a second or third well drilled after 
n initial discovery to determine the extent of reserves in a field. 
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E. 4th Floor Arthaloka Building, 


By the end of June and after spending some US$135 million in : 
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Meanwhile, Esso Sakon SA will tik dier from Phillips Petro- 
leum later this year as operator in the third concession area. A 
definite programme has yet to be mapped out, pending the in- 
terpretation of some 2,200 line miles of seismic surveys shot by 
Phillips Petroleum. The fact that Phillips Petroleum has farmed 
out 50% of its concession to spread the risk may reflect a com- 
mon oil-industry practice. But the sudden pullout by Amoco and 
Marathon Oil earlier this year from a four-member consortium 
— led by Phillips and including British Petroleum — which was 
negotiating for concession areas adjacent to Thai Shell and 
north of Bangkok, probably amounts to a symptom of the cur- 
rent global exploration cutbacks. The two firms ostensibly attri- 
buted their withdrawal decision to a cabinet decision last August 
which gives the government priority to buy domestic crude and 
gas. Most industry sources, however, theorised that the negative 
factor of profits squeeze might have featured just as promi- 
nently, if not more. 

Although negotiations are reportedly under way with various 
potential companies, it remains unclear whether Phillips can 
come up with two new co-ventures by an August 16 government 
deadline. From the oil prospectors' point of view, the new condi- 
tion (of having to sell to the government as a first priority) may 
be a potential bone of contention. The issue is not explicitly 
spelled out in the 1971 Petroleum Act but the government ap- 
pears to have adopted the position following the first precedent 
set by the Union Oil case and, more recently, the crude purchase 
from Thai Shell (which came after Thai Shell's initial protest). 


first time in early 1982 — which requires (successful) con- 

cessionaires to pay extra bonuses on top of the 12.5% 
royalty and 50% profits tax (prescribed under the petroleum 
laws) is regarded by industry circles here as "tough." The new 
requirements call for minimum bonuses of 27.5% for (the value 
of) the first 10-20,000 b/d rising to 37.5% for the next 20-30,000 
b/d and 43.5% for production tn excess of 30,000 b/d. 

Apparently spurred by Thai Shell's crude discovery, the new 
condition accompanied a government invitation in February last 
year for bids on various onshore blocks. The US-based MGF Oil 
Corp., which signed a concession agreement with the govern- 
ment in April for a promising 5,500-sq. km. area next to Thai 
Shell's block, became the first concessionaire under the new 
conditions. 

But the fact that benefits offered by MGF even (slightly) sur- 
passed minimum bonus requirements has 
raised many eyebrows here. In view of 
the company's ailing financial condition, 
many industry analysts are sceptical over 
its ability to meet various contractual com- 
mitments which include spending US$14.3 
million and drilling at least two test wells 
within three years. 

Despite scepticism in some quarters 
that the new ruling may dampen the over- 
all exploration scene in the longer-term 
future, the British-based Southwest Con- 
solidated Resources is set to ink an agree- 
ment with the government shortly for two 
concession blocks in the upper central 
plains — also under the new ruling. 

In an interview, DMR director-general 
Sivavong Changkasiri said the extra bonus 
requirements are institutionalised for all 
future onshore concessions, but they will 
not be applicable for offshore areas: the 
latest invitation for bids in the Andaman 
Sea did not stipulate such requirements. 
These requirements represent Thailand's 
production-sharing system and it has 
taken the form of extra bonuses as au- 
thorities have chosen not to go PIE 
the time-consuming and potentially pro 
lematic process of amending the peno 
leum laws. 
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1 nother new government guideline — introduced for the 
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One of the earliest exports from Samarang in 1980: now ail and gas make up 27% of total exports. 








By Jon Sikes in Kuala Lumpur 

uch to the relief of the country's four major operators, 
Malaysia's past reticence over expanding crude produc- 
tion has clearly come to a halt. After a period of strict 
production limits, the government decided in 1982 to drop its 
controversial national depletion policy in order to increase pro- 
duction by some 40% by 1985. Factors involved in the decision 
are not hard to discern. With a budget deficit increasing for the 
third straight year to US$4.3 billion — a disconcerting 2096 of 
gross domestic product — and a crude price decrease, something 
simply had to be done to bring in more revenue. Due to falling 
prices for the country's commodities and increased imports, the 
current-account deficit over the first half of 1983 stood at US$2.6 
billion. As a result, crude output has been increased 20% this 
year to 365,000 barrels a day (b/d) and is projected to reach the 
400,000 b/d level by the end of 1984. 

The petroleum industry is relatively new to Malaysia. Al- 
though minimal exploration programmes were carried out 
under the old concession arrangement, it was not until 1974 that 
Petronas, the national oil company, was formed and the produc- 
tion-sharing contract (PSC) system became compulsory for all 
rights holders. After two years of protracted and bitter dispute, 
Sabah and Sarawak Shell companies — both subsidiaries of 
Royal Dutch Shell — were the first to sign contracts in 
November 1976. Exxon followed within a few days, just beating 
a deadline set by Petronas. In May 1980 the two were joined by 
British Petroleum (BP) and Oceanic Exploration. After a series 
of relinquishments, Shell's total contract area has been whittled 
down to 9,800 sq. kms, while Exxon operates 5,300 sq. kms 
offshore Trengganu and Sabah. BP and Oceanic together work a 
further 3,700 sq. kms in Sabah. Petronas Carigali, the explora- 
tion arm, is also drilling in a 19,800 sq. kms block offshore 
Trengganu. The latest to sign, the French state-owned oil com- 
pany, Société Nationale Elf Aquitaine, originally pulled out in 
1975 after failing to agree on production-sharing terms and fi- 
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| nally reached agreement with Petronas last November to 


explore 12,650 sq. kms offshore Sarawak. 

Since the first two PSCs were signed in 1976, petroleum’s im- 
portance to the economy has grown at a brisk pace and has 
emerged as the country's largest. foreign-exchange earner. 
While oil and gas account for 27% of total exports, Malaysia's 
economy remains sufficiently broad-based to dampen any fears 
of over-dependency, a fact that has placed Petronas in a position 
of strength in negotiating with foreign oil companies. Produc- 
tion-sharing terms, which are among the stiffest in the world, are 
the primary reason why only four have been signed since Pe- 
tronas' inception. 

According to industry sources the production-sharing split; 
though publicised at 85:15, in reality is closer to 92:8 after royal- 
ties — to both the individual state and the federation — taxes 
and bonuses are paid. Any crude price increase above 5% ina 
12-month period must be shared with Petronas on a 70:30 basis, 
with Petronas getting the majority. Until the Elf contract, cost- 
recovery deductions — the proportion of every barrel of oil pro- 
duced which the contractor can claim back to cover expenses — 
were a stingy 20% for oil and 25% for gas. In comparison In- 
donesia offers 100% cost recovery. As an incentive to Elf Pet- 
ronas agreed to increase the cost-recovery ratio to 30% and 
35% , respectively. Possibly as a compromise, Elf became the 
only contractor to give an equity stake to Malaysian private-sec- 
tor companies, assigning 20% interest to Promet Bhd — a rig- 
building, engineering and construction group — and a further 
4% share to Delcom Services, a telecommunications supply 
company. 

While the agreement at first glance may seem to represent à 
significant concession on the part of Petronas, analysts point out 
that the terms may prove to be less attractive as times goes on; 
To begin with, any production Elf may engage in over the 
medium term has already been more than swallowed up due to 
the 15% crude price decrease, a situation that is projected to 
continue at least through 1984 and then will only improve margi- 
nally. Secondly the block, located 110-290 kms off the Sarawak 
coast, sits in relatively unproven acreage. Sarawak Shell, which 
relinquished the block previously, drilled only six widely spaced 
wells in the entire area: four turned out dry, while two wells dril- 
led in the northern half recorded only minor gas traces. While 
geophysical data acquired by the bidders displayed prerequisites 
for both oil and gas, the whole area is considered more gas- than 
oil-prone which, from a marketing standpoint, is a distinct draw- 
back given international demand. Also parts of the package are 
comparatively ambitious and costly work obligations. The Elf 
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consortium has committed itself to shoot 8,000 kms of seismic 
and drill six exploration wells at an estimated cost of US$51 mil- 
lion. Clearly, the group is not anticipating any sort of windfall 
over the medium term and, as Elf Aquitaine is an experienced 
operator currently involved in 34 other countries, the recent 
venture could well be part of a broader French strategy aimed at 
future business opportunities. 

While Petronas has often declared its intention of offering 
one, or at most two, 5-7,000-sq. km. blocks, due to its tough 
negotiating stance and softened worldwide petroleum demand, 
any new contract signings are extremely unlikely. The Japanese 
and the South Koreans — already substantially involved in 
Malaysia, primarily in construction activities — have been 
negotiating for nearly three years and have yet to finalise an 
agreement. Datuk Rastam Hadi, Petronas managing director, 
stated in a recent interview that Idemitsu's interest has waned of 
late due to the recession. The group has been discussing a 
16,320-sq. km. block offshore Sarawak and in fact was awarded 
the contract in 1981 but had to pull out when its partner, Cities 
Services, found the PSC terms unacceptable. The South Korean 
heavy industries group Samsung also has been talking but has 
had difficulty finding a partner with sufficient exploration ex- 
perience. There is a possibility that the cost-recovery ratio could 
be increased to 40-50% , according to Petronas. Despite the sof- 
tening, Malaysia's regulations remain the most stringent in the 
industry and the changes are not anticipated to increase 
Malaysia's appeal given current market conditions. 

With five contract groups — including Carigali — explor- 
ing Malaysian waters, only two companies are currently 
producing (Shell and Esso) — a situation that gives rise 
to concern. Moreover, the two are the only foreign oil com- 
panies involved in any of the massive natural-gas projects 
under way. While obviously not in as severe a position as 





exposed and it would make good business sense to diversify. 
According to figures released by Petronas, Shell produced 
58% of the total crude output in 1982 or 175,000 b/d, primarily 
from offshore Sarawak where 92 wells contributed 105,124 b/d: 
Throughout the year Shell intends to drill an additional 30 deve- 
lopment wells, 26 in Sarawak and the remaining four in Sabah. 
For its part, Esso Production Malaysia Inc. (EPMI ) is certainly 
the prime mover and Malaysia's crude development is most in- 
tense in the company's contract area offshore Trengganu. Last 
December Esso raised a US$400 million syndicated loan to fi- 
nance development of three new fields and install a new crude- 
oil terminal to replace the present moored storage vessels. A 
200-km. pipeline will connect the terminal with Esso's Topis 
field. The company plans to bring six more production platforms 
on stream by the end of the year — bringing the total to 12 — and 
drill production wells, more than double that of Shell. As a re- 
sult, Esso should surpass Shell as major producer at some point 
in the year. Over 1982 EPMI accounted for 42% of Malaysia's 
crude production, or 125,000 b/d from 110 producing wells. 


Malaysia's immense reserves of natural gas. Latest esti- 
mates put the country's non-associated gas reserves at 39 
trillion cu. ft, the fourteenth largest source in the world, with an 
additional 10 trillion cu. ft of associated — compounded with oil 
— gas. In comparison, Malaysia's 2,3 billion barrel crude re- 
serves are about à quarter the size of equivalent gas reserves. 

Ambitious plans are under way to both export liquefied natu- 
ral gas (LNG) and increase its currently minuscule role domesti- 
cally. LNG, which provides less than 1% of Malaysia's commer- 
cial energy demand — compared to 4% for hydro and 93% for 
oil — is projected to increase to 39% by 1990 and replace oil as 
the nation's primary source by the turn of the century. 

The first step in the development programme was completed 
this January with the opening of the new US$1.7 billion LNG 
plant in Bintulu, Sarawak. The plant is owned and operated by 
Malaysia LNG (MLNG) — 65% Petronas, 17.5% Shell and 


E“ more important in terms of national developmént are 


We are proud to be the first natural gas field developer 
in the Gulf of Thailand 
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neet it of 1.5 million tonnes 
in 1984. Production will increase in capacity for 6 million tonnes 
in 1986 when the three trains of the plant and all Shell's Luconia 
gas fields are projected to be in full operation. Under terms of a 
20-year agreement, Tokyo Electric Corp. will take 4 million ton- 
nes and Tokyo Gas the remaining 2 million. At present Malaysia 
has no plans to expand LNG facilities and would prefer to con- 
tinue deliveries at the contracted level beyond the duration of 
the agreement — a wise decision given the expense involved and 
current soft international demand. When the 6 million tonnes 
production level is finally reached, LNG exports will be compar- 
able in value to Malaysia's total export of crude oil. 

Further increasing Shell's role in gas development was a 
US$208 million contract awarded this February to the Marubeni 
Group, Nippon Kokan, Brown & Root and Promet Bhd. The 
agreement calls for the design and installation of a submarine 
pipeline and grid network to gather associated gas from Shell's 
Sabah acreage and transport it to Labuan Island. The gas will be 
utilised as feedstock for a 600,000-tonnes-a-year sponge-iron 
plant, a 700,000-tonnes-a-year methanol plant and a 70-mw. 
power station. All are projected to be operational by the end of 
next year. 

Although not as extensive as Shell's role. EPMI has also be- 
come substantially involved in natural gas development. In 


BRUNEI 


By Jon Sikes in Singapore 


or Brunei oil and gas production is more than bread and 

butter. The soon-to-become independent sultanate ranks 

23rd worldwide in crude-oil production and fourth in pro- 
duction of natural gas. Oil riches have provided its population 
with the highest per capita living standard in Asia. Often refer- 
red to as the Shellfare state, the tiny Islamic sultanate is en- 
deavouring to become less dependent on one oil major by al- 
locating offshore exploration acreage to smaller, more aggres- 
sive independents while increasing its own participation through 
legislation. 

With oil and gas exploration, development, production and 
marketing accounting for 99% of Brunei's annual revenues, the 
importance of this sector requires little explanation. Brunei 
Shell Petroleum (BSP), which historically has had the lion's share 
of offshore concessions and remains the country's only producer, 
over the past two years has been forced to face increased com- 
petition from smaller independent companies like Jasra Jackson 
Pvt Ltd — a 75% local subsidiary of Jackson Exploration Inc. of 
the United States — and to a lesser degree from Woods Petro- 
leum (100% Woods) and Sunray Borneo Oil Co., 25% Clark 
Oil, 50% Sunray and 25% Superior, all of the US. As Shell's 
Brunei operations account for an estimated 20% of the group's 
worldwide profits, the new situation gives cause for concern. 

In December 1980, BSP according to terms of petroleum legis- 
lation, was forced to relinquish nearly half of its offshore acre- 
age. In May 1982 Jasra Jackson was awarded rights over some 

% of Brunei's continental shelf for a period of 30 years. Virtu- 
ally all the acreage involved was held and worked by BSP and 
parts of the area are not far from Shell fields now producing and 
very close to successful appraisal wells drilled in 1982. Addition- 
ally, earlier this year Brunei enacted new petroleum legislation 
that will make the state an equal partner in all future ventures 
with foreign oil companies. The legislation is similar to that of 
oil-producing neighbours Malaysia and Indonesia and gives 
Brunei the right to oil-production profit-sharing as well as royal- 
ties and taxes on profits. Under the new law, which is designed 
to encourage bidding for exploration rights, a company applying 
for an offshore concession area is required to offer the govern- 
ment a percentage of its annual rofit from any production. 

Despite encroachments, Shell's four companies maintain à 
dominating and profitable relationship within Brunei. BSP, a 
50:50 joint venture between Royal Dutch/Shell and the govern- 
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November 1982, Petronas inked an agreement with the National — 
Electricity Board and Heavy Industries Corp. of Malaysia for — 
gas deliveries totalling 400 million cu. ft a day. The project calls _ 
for the purchase of associated gas, which so far has been flared © 
off from Esso's Trengganu block, as well as non-associated gas — 
from fields jointly developed by Esso and Petronas zali, 
Petronas is providing a 214 kms pipeline to transport the gas o 
the SX coast of Trengganu where a gas-production plant is pro- a 
Jected. y 
Due to the enormous expense involved in all development - 
projects, exploration activity will decline in 1983 to its lowest 
level since 1977, with wildcat drilling suffering the most. Shell's 
exploration programme calls for just 11 wells — down from 13in 
1982 — while EPMI’s has come to a complete standstill. Partly ` 
due to its success last year Petronas, through Petronas Carigali, 
intends to double exploration drilling to eight wells. Last Sep- 
tember Carigali made its first oil strike since its formation in 
1978. The discovery was made 125 kms west of Trengganu and 
subsequent testing indicated a reservoir in the region of 50 mil- 
lion barrels with the well capable of producing 5,565 b/d of oil 
and 10 million sq. ft of natural gas. Further appraisal drilling will ` 
take place this year to assess the commercial viablity. a 
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ment, produces and sells oil. BSP also produces gas which it S 
transports by pipeline and sells to Brunei LNG, whose owner- - 
ship is split equally between Brunei, Shell and Mitsubishi Corp 
Brunei LNG produces liquefied natural gas (LNG) and sells it to. 
Brunei Coldgas, also evenly split among the same three com- 
panies. Brunei Shell Marketing, a 50:50 venture between the 
government and Shell, distributes and sells Shell products in- 
Brunei. Additionally, Brunei LNG leases seven 460,000-barrel: 
capacity LNG carriers on long-term charter from Shell Tankers - 
UK. As all four ventures account for the producing and market- - 
ing of 172,000 barrels a day (b/d) of crude oil and another 5 mil- ~ 
lion tonnes a year of LNG, Shell's position within the sultanate - 
— though threatened with reduced options for expansion — - 
looks in a stable position for at least the next 20 years. Ec 

Although relations between Shell and the Brunei Govern- 
ment remain shrouded in secrecy, key decisions relating to € 
and gas policy are in all probability made by the sultan himself, à. 
circumstance that reportedly gives rise to considerable frustra- 
tion. According to one industry source: "The sultan's major 
priorities appear to lie in more frivolous areas. Very often h 1 | 
just doesn't have time for affairs of state. Major decisions aren't 
attended to.” Perhaps as a result of this a petroleum section was _ 
established last year within the government, though the unit’s 
main functions are as yet unclear. : 
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and gas exploration activity over the next four to five - 

years. It is felt that there exists good potential for dis- — 
coveries of smaller commercial fields though the possibility of ` 
major discoveries are remote. Exploration drilling over the firs 
half of the year has been exclusively Jackson which has spent ` 
about US$8 million on two unsuccessful wells in a structure that — 
many had felt was the most promising within the concession — 
area. After a quick start the company now appears resigned to — 
analyse more thoroughly the seismic data acquired from BSP - 
and engage in more preliminary research itself. Both Woods and - 
Sunray Borneo are in the process of preliminary research and 
have yet to announce drilling schedules. 

For its part, BSP has been extracting oil from Brunei since 
first oilfield was discovered in Seria in 1929. Offshore explora- 
tion began in mid-1950s and in 1963 the southwest Ampa Am A 
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field was discovered. To date, BSP has shot more than 65, 
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= By Leo Gonzaga in Manila 

* il exploration has been at a virtual standstill for the past 
dei On months mainly due to a combination of unattrac- 

E, tive government policy and adverse economic factors. 
~ Even with the recent improvement in the regulatory climate, 
_ there are doubts whether the search for fossil fuel this year and 

- — mext will match last year's — which was less than enthusiastic — 

— dn the light of the latest assessment of Philippine oil potential 

- against the likely yield of a buyer's market worldwide. 

- . Five foreign and two local firms are committed to drill seven 

_ Offshore and three onshore wells this year. The commitments 

—— were firmed up only last June but in 1982, when 17 wells were 

_ drilled, the Ministry of Energy was able to announce the com- 

= plete exploration programme as early as December of the pre- 

|. Ceding year. 

_ __ Of the seven offshore wells, only three are exploratory: two 
- will be drilled by Union Texas Co. of the United States in the 
© Sulu Sea (southern Philippines); one, by Husky Oil Corp. of 

| near northwest Palawan (west central Philippines); 

- while the remaining four wells are of the delineation type to be 

- drilled by US-owned Philippine Cities Service Inc. (PCSI), also 

_ near northwest Palawan and designed to determine the extent 

. and grade of oil struck in the Galoc well there more than a year 

=) ago. 

— — One of the three onshore wells was spudded in Gapan, Nueva 

- . Ecija (three hours by car north of Manila) in late June by 

. Taiwan's Chinese Petroleum Corp. for state-owned PNOC 

_ Exploration Corp. Another will be drilled by Canada’s Petro 

— Canada International (also for PNOC) in Cagayan (northeast 

— Luzon), date and site still unspecified. The third was scheduled 

... to be spudded in late July in Cuyapo, Tarlac (two hours by car 

— . north of Manila). It will be a joint venture between Oriental 
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. kms of seismic and drilled 95 exploration wells. From these ac- 
. Eu. 10 commercially exploitable oil- and gas fields have been 
kr found including the giant Seria, southwest Ampa and Champion 
_ fields and ww marginal fields. In 1979 BSP's output reached a 
f of 260,000 b/d with 85% coming offshore, including 
- 100,000 b/d from Champion. The feeling now is that Brunei's 
-.. production has peaked and there are deliberate attempts to re- 
_ duce production while maximising recovery from all available 
— sources. The company has plans to use chemical-enhanced oil- 
- recovery methods for the Seria field in what will be the largest 
— project of its kind outside North America. Results of the 
= technique are thought to increase reserves by as much as 200 mil- 
- ion barrels. 
— It is important to note that maximising production does not 
. mean extracting oil as quickly as possible. Such a strategy could 
— adversely affect pressures within the reservoirs and jeopardises 
_ chances of further exploitation. With secondary recovery 
. techniques becoming more sophisticated all the time and pro- 
- — duction outstripping discoveries by a considerable margin, it is 
— Clearly in Shell's interests to slow down production. 
= Ofcourse, the major question, particularly for Brunei, is how 
— long the reserves will last. In 1981, BSP estimated total reserves 
X at 1.5 billion barrels and natural gas at 5.6 trillion cu. ft. At a pro- 
. duction rate of 160,000 b/d of crude and 280 million cu. ft of 
-natural gas a year — approximately current levels — this means 
. the country has enough for 25 and 22 years, respectively. 
Despite the sustained cutback in crude production, Brunei ex- 
ported US$18 million worth of crude oil in the first quarter of 
1982 — the last period for which statistics are available — com- 
pared with US$642 million for the same period in 1981. The ex- 
port of petroleum products totalled US$35 million (US$63 mil- 
lion in 1981) and natural gas US$367 million (US$402 million). 
Brunei's trade balance is believed to be around US$3.5 billion. fg 
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_ total of 232 exploration wells drilled last year, with a 54% 







Petroleum and Minerals Corp. and Texcan Inc. of the US. The 
spudding was originally set for June. 

Off northwest Palawan, where all oil strikes so far made are 
located, current activity is confined to drawing crude from three 
producing oilfields: Cadlao, operated by US-owned Amoco 
Philippines Inc. under a service contract with the government, 
Nido and Matinloc, operated by PCSI under similar contracts. 
At its peak four years ago, Nido flowed crude at an average rate 
of 40-41,000 barrels a day (b/d). After heavy water intrusion 
forced the closure of the biggest producing well there, the rate 
declined. It is now down to between 2-3,000 b/d. To avoid the 
same risk, operators draw crude from Cadlao and Matinloc at 
only a 9-12,000 b/d rate. 

Following a series of drilling frustrations, Philippine Oil and 
Geothermal Energy last April allowed its exploration service 
contract in one offshore area and its geophysical service contract 
in another such area to expire. For the same reason, US-owned 
Phillips Petroleum Philippines Inc. and British-owned Shell 
Exploration Philippines Inc. abandoned their respective explo- 
ration service contract areas. So did Total of France. 

In the belief that additional incentives would make a differ- 
ence, President Ferdinand Marcos issued a decree authorising 
reimbursement of operational expenses incurred by service con- 
tractors to the extent of 70% of gross proceeds of oil production 
in a given year. Under the decree, expenses in excess of 7096 
may be recovered from operations in succeeding years; intangi- 
ble exploration costs may be reimbursed in full, while tangible 
costs may be depreciated within five, instead of the previously 
required 10 years. " 

The decree also provides that, except for interest payments on 
loans used to finance exploration, any interest paid on costs in- 





INDONESIA 


Exploration 


are good 
medium term 


By Susumu Awanohara in Jakarta 
OC: exploration this year will inevitably reflect the reduced 







profits of oil companies, though the drop in exploration 
activity will be mitigated by their commitment to spend 
given amounts on it during their respective contract periods. 
State oil company Pertamina, which is anxious to step up field 
activity, is obviously concerned about such a prospect and hopes 
to increase its own exploration efforts to offset, partly, the slow- 
down in foreign contractors’ activity. There is agreement among 
observers that Jakarta has learned the art of offering approp- 
riate sets of incentives to the contractors and as a result will be 
able to stimulate their exploration closer to desired levels once 
the current slump is over. | 
Various figures are given for exploration in 1982. President- 
director of Pertamina Judo Sumbono, for example, stated in a 
recent speech that some 68,000 seismic line kms were shot and a 
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curred in ex mbus 
of the to 0 years. owever, all this extra 
come-on has bed Bad: available only to those drilling in deep 
water where, it is believed, the success-to-failure ratio is rela- 
tively high but drilling and other costs substantial. 

Soon afterwards, however, Marcos imposed a 3% across-the- 
board ad valorem levy on imports and required advanced pay- 
ment of regular and additional duties. It became a deterrent, 
particularly to exploration activity because, as initially inter- 
preted by the Bureau of Customs, imports included drilling rigs 
brought in under lease to be sent back to lessors later and rigs re- 
turned to the country after 
maintenance-repair abroad. 

It was not until May that 
such equipment and other 
items used by service contrac- 
tors were exempted from the 
3% duty. But in the same 
month, the Bureau of Energy 
Development required ser- 
vice contractors producing 
wells to give preference to 
Philippine-registered vessels 
in awarding contracts to carry 
oil. This has served as 
another deterrent. Carriers 
of foreign registry are to be 
used only if, in public bid- 
dings, local bids are not com- 
petitive with foreign ones. 
Marcos has extended the 
lifetime of the service con- 
tract from 11 to 16 years but 
only for those drilling in deep 
waters. There is no exemp- 
tion from the requirement 
that service contractors must 
have a minimum of P50 mil- 
lion (US$4.55 million) in li- 
quid assets: this is to ensure 
that the contractor can drill at 


Virata (top) and Laya: 
geothermal energy-minded. 








cess ratio — a five-vear high. The just-published annual oil re- 
port of the United States Embassy in Jakarta, which is referred 
to extensively because of its comprehensive and internally 
consistent data, records 57,887 kms shot (against the budgeted 
58,954 kms) and 238 exploration wells completed (against the 
284 budgeted) in 1982. 

According to this set of figures, there was a 9.7% drop in seis- 
mic activity and a 2.5% decline in the number of exploration 
wells completed in 1982. In both areas the production-sharing 
contractors accounted for more than 80% of the activity, with 
Pertamina and foreign companies operating under contracts of 
work dividing the remainder roughly equally. 

The outcome of exploration activity in 1982 was reasonably 
encouraging with the success ratio for wildcat wells (the first 
holes drilled on promising structures) improving slightly from 
29% of 126 wells in 1981 to 33.1% of 124 wells, according to the 
US Embassy report. But the criteria for success for 1982 was 
brfad, including discovery of trace amounts of hydrocarbon as 
well as potentially commercial finds, the report says. The suc- 
cess ratio for appraisal — or delineation — wells (which are drill- 
ed around successful wildcat wells to ascertain the size of the 
find) in 1982, at 70.2% , was close to the 1981 level. 
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least three wells within two years wa. d 

With a glut developing in the global crude oil market and the | i 
most recent assessment indicating only a small potential in the — 
country, hesitancy continues arhong drill . PCSI w supposed H- 
to invite bids last May for the supply or lease of drilling equip- — 
ment for Galoc. Up to now, no spudding has been made or sche- — 
duled. m 
i 

adlao, Nido and Matinloc are all in limestone or reef — 
CQ: Galoc, on the other hand, is in a sandstone ~ 
formation, believed to be capable of hosting a bigger re- A ! 

servoir than any of those in reef structures. Just the same, - ds E 
though they would like to encourage brisk exploration activity, — 
both Prime Minister Cesar Virata and Central Bank gover 
Jaime Laya have said in public that the geology of the country is 
of the kind which can contain several scattered small pools 
instead of a few big ones. They have also said that geothe 
energy is more abundant. UE 

That is where Occidental Petroleum Corp. of the US, the cor - 
porate parent of PCSI, is going. The drilling arm of Caltex Inter- 
national, the US oil major, is also in geothermal exploration, 
The lure there is perhaps indicated by the fact that of last year's. 
top 10 corporations in net income, US-owned Philippine Geo- 4 


lion (US$15. 46 million). No oil service contractor was in the top. 
100. 

Basic Petroleum and Minerals Corp., locally owned, in- 
creased its net income more than 15 times to P 68.66 million last  — 
year, from P4.40 million in the preceding year, but this was - 
mainly due to a non-recurring income item — namely, an extra- 
ordinary gain from the sale of its majority stakes in Blecor - 
Energy Inc. (formerly Getty Oil Philippines Inc.) to Pilipinas 1 
Shell Petroleum Corp. 

On trend, it looks like even the scaled-down 10-well drilling - 
target this year will not be reached, barring a major strike and/or ~ 
an end to the market glut conditions. In terms of policy, the gov- ~ 
ernment seems to have decided that it has given enough incen- ~ 
tives already. u 
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EXPLORATION WELLS COMPLETED 


[onl ats 


Total 
(% 'o of bdget) 
— Pertamina 


Source: The US Embassy (Jakarta) Oil Report. 

COW: Companies with Contracts of Work (Caltex and Stanvac) 

PSC: Companies with Production Sharing Contracts, of which there are 
about 30 currently. 





Some of the most substantial finds last year were in the pro- 
duction-sharing contract (PSC) areas in the Java Sea, north of - 
Jakarta. Contractors were also active and successful in Central 
Sumatra and East Kalimantan. The US Embassy report esti — 
mates that foreign contractors spent US$1.11 billion on ex- — 
ploration during 1982, which it says was a record. This A E 
does not include Pertamina's exploration spending. Other ex- 

perts have larger estimates for 1982 as high as US$1.4 ` 

billion. ; 4 

Production in 1982 was affected by Indonesia's acceptance — 

of the Opec ceiling: Indonesia had been producing about 1.6 

million barrels a day (b/d) until early 1982 but agreed to reduce .— 

this to 1.3 million b/d. Nevertheless, nearly 500 development — - 
wells were drilled during the year, with Caltex and liapco the. — 
leaders. 

Of this total, 364 were drilled onshore and 133 offshore. De- 
spite increased marketing difficulties at year end, production 

of crude (plus condensate) averaged 1.337 million b/d in 1982, 












ie mp us on 
ty of the. cutba kb ing 


at of 1983? The US report projects a substantial growth i in 
ration activity which some feel is too optimistic. The report 
a 5.9% growth in seismic activity this year, compared to last 
, as well as a whopping 25% increase in the number of explo- 
wells completed. The report also says that foreign con- 


„against USS1.11 billion last year. The report's 1983 figures 
eismic activity and exploration wells are high, particular- 
as they do not include Pertamina's efforts during the 











tany experts predict a rather sharp decline in foreign con- 





tilling. A drop is likewise foreseen in contractors’ 
on spending. 
ina is anxious not to allow overall exploration ae diy 


ents. At the same time, the state oil company hopes to 
$ own activity to make up some of the slack. According 
ts, Pertamina's exploration budget for 1983-84 ( starting 
s Rps 122 bilhon (US$125.77. million), up 23% on the 
ious year. This does not include seismic surveys, for which 
ver Rps 86 billion has been allocated for 1983-84. Pertamina 
Is have stated that the company plans to drill 32 explora- 
wells (wildcats and appraisals) in the current físcal year, 
t 17 in 1982-83, But there is some scepticism that the com- 
an reach this target. For one thing, there was the 38% de- 
tion of the rupiah in late March — 27.6% by the Interna- 
| Monetary Fund methed of calculation. Pertamina will 
to pay 38% more in rupiahs for the same dollar-denomi- 
1 goods and services needed for exploration. Moreover the 
“oil company completed only 13 exploration wells against 
udgeted 36 in calendar 1982, 

cording to experts, the most promising offshore areas this 
are the South China Sea, Java Sea and the Mahakam delta 
fast Kalimantan, Onshore exploration” is most. Active in 
atra and Kalimantan. 

the South China Sea, for example, Esso Exploration is con- 
ing its US$150 million programme in one of the Natuna 
s. Also in the South China Sea, Marathon Keiroicum In- 
sia plans to further delineate its pro- 
ig Kakap field. In the Java Sea, Atlan- 
ichfield Indonesia (Arco), Conoco 
liapco are among the most active. 

Ors. 

Mfshore East Kalimantan, Huffco In- 
a intends to step up its exploration 
y significantly while Total, another 








Total drilled 


Oil and gas 
Oi 





erator in the area, does not plan to in- a 
| its programme this year. The SOT an 
active onshore operators in — — 


Sumatra and Kalimantan will con- 
inue to be Caltex, Stanvac, Mobil and - 
samera Oil, according to the trade 

magazine Petromin. 
a recent speech, Sumbono under- 
d that inflow of funds (necessary 
xploration) is only possible if “a 
d and adequate return is guaran- 
d.” Director-general of oil and gas 
the Mines and Energy Ministry | 
ijarso also emphasised the need to 
timulate foreign investment of both. 
ney and technological expertise to 
rticipate in the search and develop- |. 
ment of oil and gas." Behind such pro- AE TE 
ouncements is the real atio |: d 


Annual 

total 

} Daily. 
average. 









ctors plan to spend US$1.22 billion on exploration during | 


Although estimates vary widely (not least because ERN ens | 
| ration and development wells are imprecise at the bor- 


activity this year, both in seismic survey and explora- - 


and will pressure the contractors to honour their 


ri T4. cepting less ss up-fro mi ey — in ue form of signature and i in- 
e a c site nd Total vi output drops of 26% and E 
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figure was distorted upwards by huge bonuses p 


hydrocarbons. One geologist estimated that 70% of locks 


formation bonu and lower exploration commitments in its 
PSCs with foreign oil companies. Secondly, oil companies are 
more actively looking for partners to farm into their concessions 
and share exploration costs. 

Last year, foreign oil companies paid US$32 million in signa- 
ture and information bonuses in 13 PSCs with Pertamina. This 
was a big drop from the US$111 million oil companies had to pay 
in bonuses in Li PSCs i in 1981. in 19» the first two PSCs ` were 











Wi Rantan, The two companies paid only USS! million 
each n up-front, bonuses. The amount of bonuses depends 
partly on the presumed quality of the concession and d 1981 








cular concession. Nonetheless, experts say theg 
bonuses does reflect the current buyers’ mark 
Oil companies have also managed to sign PS 
exploration commitments than previously, 
squeeze on.funds has resulted in a significant 
number of them looking for partners to share: 


awang Capot ation are available for farming in, Pefromin says; 


' here have been. no- significant additions: to. geo- 
logical knowledge in the past year. Wijarso stated in his 
. speech that total oil production in Indonesia up to now has 
amounted to nearly 9.8 billion barrels and that total remaining 
recoverable reserves approached some 50 billion barrels, given 
current information and EN "Of the 50 known basinsi in 






represents excellent k he added This of course, is 
his usual pep talk. Wijarso realises that a consistent element in 
observations regarding future discoveries is that they are like- 
ly to be relatively small and iR) expensive to pro- 
duce. 


lifts: c SoVetnmedi is: -stábie, PSC terms are I ensonable aid 
Pertamina has good relations with foreign. contractors. In 
November, the Caltex contract of work will run out and will be 
replaced with a PSC. Tough negotiations are in progress to de- 
termine the terms of this PSC where Pertamina is apparently in- 

TONS a, sisting on a harsher-than-normal split ratio 
for Caltex. The standard terms of PSCs 
currently include a 85:15 split of the con- 
tractor's oil, after cost recovery, in favour 
of Pertamina. There has been some con- 
cern among contractors: that Pertamina 
. would really squeeze Caltex and then 
apply the same tough rule. to them 

also. 

A more immediate worry for contractors 
may be the government’s pressure to 
mM. Indonesianise operations. “We Me 
just human: where we can do it our- 
| Selves, we want to do it ourselves,” as 
.. Wijarso: put it. Hé reiterated Jakarta's 
| intention of “making sure that 
| technology transfer and ape acne: of 
; Indonesian worker tively pi 






t simply. paid lip service to.” 

| Wijarso however balanced his state- 
. ment, saying he:did not want to dis- 
rupt normal operations of the industry 
as a whole. *After all, one of our fun- 

 damental goals is to increase 

. duction of oil and ga 
, can," he said 















































To date, Esso has spent over 4.5 
| billion Ringgit in the search for and 
development of petroleum resources in 
Malaysia. It will take several years before 
the company will see a fair return on this 
investment. This is a risky and compli- 
| cated business. 


As a contractor to PETRONAS, 
the National Oil Corporation, Esso 
Production Malaysia, Inc. builds 
enormous oil platforms which 
take as long as 4 years and as 
much as 375 million Ringgit each 
to complete. To date, 17 production 
platforms have been installed and 
work is underway leading to the 
installation of additional plat- 
forms. Esso provides advanced 
technology and skilled profes- 
sionals including geophysicists, 
geologists, engineers and experienced 
operators. We employ and train hundreds 
of Malaysians in all exploration and 
production activities. 








Exploration drilling, platform 
| installation and development of reserves 





taking. 


While the business of oil explora- 
| tion and production is difficult and 
demanding, success means greater energy 
resources for Malaysia and the realisa- 
tion of our common 

| goals. That keeps us 

| working hard. 











require not only vast investments in time | 
and money but also considerable risk- 
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Putting our resources to work for Malaysia 
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IF OILIS YOUR BUSINESS, 
KENWORTH IS YOUR TRUCK. 





Oil is where you find it. rear and large flotation tires that take 
Kenworth can get you from drill site to ; you over desert terrain. 
drill site. Even if its across miles of shift- | Kenworth dealers also provide quality 
ing desert sand. And it can do it with min- parts and dependable service. 





imum downtime and maintenance. units or work as a lubrication truck. If you're looking for a truck with a tradi- 
The reason: Kenworth's quality The W900 helps make sure yourend tion of economy, look no further than 
design. product reaches its destination on-time Kenworth. 
From the W300 to the Super 953, and on-budget. For more information, contact your 
every truck is engineered for exception- When it comes to super heavy-duty Kenworth dealer. Or call us direct. 
al durability and performance. hauling, the Kenworth 953 is in a class 
TheW300 is a dependable general by Itself. It offers a wide range of differ- 
utility vehicle that can haul everything ent horsepower engines, a power shift PACCA ne 
from people to oil barrels. transmission with full torque power 


The C500 can handle entire seismic takeoff, planetary drive axlesfrontand INTERNATIONAL INC 
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CHINA-OFFSHORE 


Foreigners too would like 


some offshoot business 


By Teresa Ma in Canton 
hina’s attraction lies in its largely unexplored continental 
shelf which stretches some 18,000 kms: its coast, said to 
be the last unexploited frontier in the world, holds some 
30-50 billion tonnes of oil in reserve, according to more modest 
non-Chinese estimates. 

Advances in the country’s modernisation programme — 
which aims to quadruple agricultural and industrial output by 
the end of the century — will naturally be accompanied by uses 
in energy consumption. Offshore oil and gas exploitation is 
especially important to the country’s development now that on- 
shore production has been falling continuously since its peak at 
106.2 million tonnes of oil and 14.52 cu. ms of natural gas in 
1979, 

China lacks both the technology and funds to import the mas- 
sive technology necessary for developing offshore resources: in- 
stead it has invited participation of foreign oil companies to help 
its offshore programme get off the ground. China is drawing the 
attention not only of foreign oil companies, eager for a slice of 
crude profits, but also of aviation firms and suppliers of ships 
and other support services. 

Attention is focused on the current first round of bidding for 
tracts in the South China and the Yellow seas. The first contracts 
signed in this round went to a consortium led by British Petro- 
leum (BP) in early May. The five contract areas awarded to the 
BP-led group totalled 14,086 sq. kms or nearly 10% of the area 
open to bids. Four are in the Zhujiangkou (Pearl River mouth) 
Basin and one in the 
Yellow Sea. 

The consortium is re- 
sponsible for all costs in- 
curred during the explora- 
tion period which may run 
from five to seven years 
depending on the size of 
each contract area. BP has 
a 45% stake in the deal; its 
partners in the consortium 
are Broken Hill of Austra- 
lia (20%), Petrobras In- 
ternational of Brazil 
(15%), Ranger Oil of 
Canada (10%) and Petro- 
Canada Exploration Inc. 
(also 10%). 

In early August, two 
Occidental — Eastern-led 
consortia won exploration 
contracts covering a total 
of 2,570 sq. kms or 18% of 
the BP group's contract 
areas. Exploration in the 
two concessions, both in 
the Zhujiangkou Basin, 
will require an estimated 
US$115 million, of which 
Occidental will contribute 
US$60 million over a 
three-to-five-year period. 

Occidental has 50% in- 
terest in one block, with 
the remainder shared by 
Société — Nationale Elf 
Aquitaine (Elf), Cie Fran- 
caise des Petroles’ Total 
Chine, both of France; 
and Tricentrol Explora- 
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Longjing No. 2 in the East China Sea: flow of natural gas erupting. 





tion Overseas of Britain. The other block is 55% held by Occi- 
dental whose partners are Tricentrol, Hispanica de Petroleos of 
Spain and Amplo Exploration and CSR, both of Australia. 

In August 1982, the China National Offshore Oil Corp. 
(CNOOC) invited foreign oil companies to bid for 43 South 
China Sea and Yellow Sea tracts (totalling 150,000 sq. kms) 


which attracted 102 tenders. Of the tracts up for bid, 22areinthe ¥ 


shallow waters of Zhujiangkou Basin, believed to have the rich- 
est reserves which attracted the most tenders. Six good wells said 
to have commercial potential were discovered by the Chinese 
during 1975-77. Another 12 tracts are in the Yellow Sea and nine 
in Beibuwan (Gulf of Tonkin). 

Independent bidders were few among foreign participants; 25 
companies organised themselves into 12 consortia while five of 
them also gave separate biddings. The number of participants 
went down by one when Occidental Petroleum Corp. bought 
Cities Services in 1982. 


(MoPI) in February 1982, monitors exploration and develop- 
ment of offshore resources and is empowered to sign con- 
tracts with foreign companies. Although MoPI is also drilling in 
the East China Sea, the area remains much the domain of the 
Ministry of Geology and Minerals (MoGM) which came into 
being in 1979. 
Nearly all oil finds in 1979-80 in the East China Sea were report 
by MoGM. The relation- 
ship between MoPI and 
MoGM is contentious be- 
cause the latter stresses 
self-reliance over speed in 
development offshore, 
according to the REVIEW'S 
China Trade Report. 

Foreign oil companies 
at present drilling in 
China were given explo- 
ration contracts before 
the current round of bid- 
ding took place. During 
1980-82, some 50,000 sq. 
kms. offshore were con- 
tracted to foreign com- 
panies for exploration. 
Elf, Total Chine, Areo 
(Atlantic Richfield) and 
Santa Fe Minerals, both 
of the United States and 
Japan National Oil Corp. 
(JNOC) were all awarded 
tracts independent of the 
bidding process. 

JNOC has two blocks 
totalling 25,500 sq. kmsin 
central and southern 
Bohai where drilling 
began in March 1981. Elf 
has 9,400 sq. kms in the 
Shijiutuo field, north of 
the JNOC blocks. Arco, 
which won its contract in 
September 1982, is 
exploring in a 65,000-sq. 
km. site in Yinggehai, 
south of Hainan Is- 
land. Total is west of 


C NOOC, set up under the Ministry of Petroleum Industry 


it Ul ' 
LE r dii] 

LI Peu ww i 
s ee Be Ss SS . s 


CTS j 
yrilling | 





























Mitsubishi idle 







































































































Dalian idle 
Hitachi Zosen . JCODC and BOC drilling 
Dalian JCODC and BOC drilling 
Bethlehem BOC s drilling 
Marathon Le Tourneau JCODC and BOC drilling 
Dalian BOC Praa ae 
Marathon Le Tourneau JCODC and BOC drilling 
-AAK under 
Dalian construction 
Dalian Dalian idle | 
Dalian Dalian idle 
Magnum Marine | Marathon Le Tourneau Dalian idle 
CNOOC Hitachi Zosen Beibuwan NWOC idle — 
CNOOC Aker Canton NWOC under repair 
CNOOC Hitachi Zosen Beibuwan NWOC and Total Chine drilling 
CNOOC Hitachi Zosen Beibuwan NWOC and Total Chine drilling - 
Global Marine Levingston Yinggehai NWOC and Arco drilling 
Wah-Chang Huangpu Canton — idle 
MOGM Hudong East China Sea CNGEC idle 
MOGM Robin Loh East China Sea CNGEC drilling 














MOGM Shanghai 








Shanghai CNGEC 













T Nanhai Baker Jiangnan Semi Shanghai 
o re ‘s: China Business Review, Petroleum News and China Trade Report. 
The Bohai II jack-up rig sank in November 1979, resulting in 72 deaths and 

the dismissal of Song Zhenming, then minister of petroleum industry. 

Topper I jack-up rig was refitted at the Dalian Shipyard in Liaoning province. 


China National Offshore Oil Corp. 





4O0G . Ministry of Geology and Minerals ' 





























Yanhai-Baker China Nanhai-Baker Drilling Corp. 
ip Jack-up i 
Semi-submersible 
||. e Catamaran 
s Elf Aquitaine 


Bohai Oil Corp.,a CNOOC subsidiary 

Japan China Oil Development Corp. 

Nanhai West Oil Corp., à CNOOC subsidiary 

ur a ratay Geological Exploration Corp. , a MOGM subsidiary 
rill-ship 





e island in Beibuwan with tracts totalling 10,190 sq. kms. | b/d of crude. Another good well, discovered in 1982, promises 
In 1982 alone, some 20 wells — 16 exploratory and four deve- | 5,010 b/d of crude and 3.5 million cu. ms of natural gas a day. 
ment — were drilled offshore compared to 2,900 created on- | The third discovery has the highest output at 8,460 b/d from 
re. The success ratio varies from field to field butisencourag- | depths of 2,200 ms. However, Beibuwan's formation — small 
overall. Of 25 exploratory wells drilled up to early 1982, nine | pockets of oil rather than level structures — makes drilling dif- 
siderable commercial discoveries, all with moderate | - ficult. : 
epths of 2-4,000 ms, according to China Business Review. * Operational costs have been staggering for Total. So far, the 
INOC, the foreign partner in Japan-China Oil Development | company is believed to have pumped US$100-150 million into 
orp. , has hit commercial oil in Bohai. Test yields completedin | Beibuwan. Recently, 10% of the project was sold to the JNOC- 
ay at the most recent of its eight exploratory wells indicate led China Beibu Oil Development Co. in order to raise US$50 
duction up to an average of more than 1,600 tonnes or12,200 | million for drilling expenses. 
rrels of oil and 190,000 cu. ms of gas a day. JNOC is drilling |. Arco’s first well was sunk in January at a depth of 3,800 ms: a 
om two platforms in the Chengbei field in western Bohai. The | second well is being drilled. No oilor gas find has been reported 
000 m. Chengbei structure was found by the Chinese from drill- | so far. | | ; 
z in the 1970s. JNOC’s first good well has a capacity of 7,300 BP is scheduled to drill its first well at the beginning of Oc- 
rels a day (b/d) of crude and 7 million cu. ms of natural gas a tober: BP officials said in Canton they will need one drilling rig 
yy. ^ | by the second quarter of 1984, another in the following quarter 
JNOC has increased its offshore exploration investment three- | but no more than three rigs at any one time. sA 
old to US$600 million; the decision was announced in Se In the East China Sea, MoPI and MoGM have drilled three 
mber 1982 when then Japanese prime minister Zenko Suzuki | wells ina 460,000 sq.-km. area between Taiwan and the Korean 
isited Peking. Another two years have been added to the origi- | peninsula. Longjing No. 1 tested at 2,628 b/d while Longjing 
val five-year contract which is now valid until May 1987. — | No. 2 has been determined to be a natural gas well. MoGM has 
Elf's first two wells, both sunk in 1981, were bone dry. Its drill- | also begun drilling the Pinghu series of wells. Commercial finds 
ng programme this year will ve completed with another two | at4,651 ms at Pinghua No. 1, located 420 kms south of Shanghai 
wells, the minimum dictated by its contract. Rs municipality, was announced in June. 
_ Total has drilled 14 wells so far, three of which have reported - The state expenditure budget has allocated Rmb 15.47 villion 
excellent results. Its first good | wells showed test yields of 4,672 | (US$7.7 billion) to the petroleum sector for ve years 1981- 
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most offshore finds will be aed to 
'refore remain unaffected by price 
irkets. 


vag CE keno. ey : 
satisfy domestic needs 
fluctuations i in intern 
-However, price is of utmost concern to the foreign. partners as 
they will likely sell their cut of the oil finds outside China in order 
to recover foreign-currency investment costs. Once commercial- 
oil flow begins, foreign operators will be paid exploration ex- 
penses with a previously agreed cut of the crude output. This 
profit split, coined the X factor, has been break-point in contract 
negotiations, along. with provisions for technology transfer and 
the planned number of exploratory wells. 
The exploration phase, which will come on full strength over 
ans US$3 billion in risk capital per 
operator, according to a Bank of America estimate. Some 10-20 
foreign oil companies are expected to be active in Chinese 
waters by that time. Observers say in the China Business Review 
that up to seven wells will be drilled in each contract area at a 
cost of US$10 million a well. Developing a good well may cost 
US$1-3 million more officials say. 
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he Chinese Government nor foreign 
ved in financing exploration, funding 
plenty in offshoot industries such as 
building rigs and supply vessels, leasing equipment, construction 
of logistics bases and raising capital for joint ventures. 

. The support-services sector is in theory a Chinese monopoly, 
with no benefits leaking to keen neighbours such as Hongkong 
and Singapore. CNOJSC, set up to coordinate all support ser- 
vices on land, is a 50:50 joint venture between Peking-based 
CNOOC and the Guangdong provincial government. Since its 
formation in May 1982, CNOJSC has put together 12 sub- 
sidiaries and joint-venture companies in cooperation with other 
Chinese (mainly provincial) organisations. 

Four subsidiaries oversee development and management of 
logistics bases in Canton, Chiwan-Shekou, Zhanjiang and Sanya 


on the southern tip of Hainan Island. There are also six special- 


service companies in charge of helicopters, telecommunica- 
tions, supply vessels and others in addition | to companies which 
procure materials and labour. 

The various subsidiaries are in turn to enter joint ventures 
with foreign companies to secure foreign funds and technology. 
The Daily Living Service Co., a CNOJSC joint venture with the 
Guangdong Provincial Commercial Bureau, has signed a joint 
venture with Consolidated Catering Services of Hongkong to 
form Nan Lian Food Co. whose factory in Shekou is.under con- 
struction. | 

The CNOJSC Shipping Co. has three joint ventures with 
foreign supply-vessel firms. The first agreement was with Wah- 
Chang International of Singapore to set up Zhong-Chang 
Offshore Services Co. A second, Chiwan-based Zhong-Xing is a 
joint-venture with Yuet Shun Shipping and Offshore Services of 
Hongkong. Two of Yuet Shun's owners — Guangdong Enter- 
prises and Chu Kong Shipping — are Hongkong-based but 


China-backed corporations. Zhong-Ji, the latest of the three | 


ventures, is the result of an agreement with Kai Hoi of Hong- 
kong, the Offshore Supply Association of West germany and 
Kanematsu-Gosho in Hongkong: ; 

It is inevitable that these companies compete against each 
other despite their common characteristic of part-Chinese own- 
ership. The same perplexing problem is true among various 
Chinese ministries and state enterprises engaged in the offshore 
business. : 

CNOOC was paei into four independent regional corpo- 
rations in mid-1983. The. former South: Sea. Branch. SSD) — 
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to execute contracts signed byt Ch OOC i in Peking. B n 
bles Nanhai West i in both Paci and funct 


A recent wave of statements by oll of 
that a third round of signing is soon and likely to be 
quarter of this year. JNOC, Mobil, Exxon together 
Dutch Shell, Chevron/Texaco and Amoc ) afe cons 
forerunners. ; | 

While China continues to impro vis hore 
foreign partners are becoming a litte wearied by t 
housing and labour. Those oil comyanies waiting to 
to the Chinese offshore theatre arc keeping a close 
ings by Total and Arco in the Soutla China Sea. Ri; 
others in the support business are lnoping the C 3 
nise their shortcomings and deal out some of the 
business. 
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By Teresa Ma in Hongkong 
fill the gap created by dwindling onshore oil flows, the 
T^ advent of offshore oil production and the enormous 
energy demand rising from the planned quadrupling of ag- 
ricultural and industrial output by the year 2000, China is dig- 
ging deeper onshore and is combing vast tracts of land for new 
reserves. 

A second round of large-scale oil prospecting, which began in 
late 1982, is to locate suffi- 
cient reserves to double 
annual oil output to 200 
million tonnes by 2000. 
Exhaustive exploration is 
planned for four onshore 
areas over the next 10 
years. The first comprises 
sedimentary basins in cen- 
tral and eastern China in- 
cluding western Sichuan 
province; the Ordos high- 
lands in Inner Mongolia 
and regions of the Son- 
ghua and Liao rivers. 
Other areas are the Tarim 
Basin in the Xinjiang Au- 
tonomous Region, the 
Mesozoic and Cenozoic in 
the east and the upper and 
lower reaches of the 
Yangtze. 

A considerable portion 
of the Rmb 15.4 million 
(US$7.7 million) allocated 
to the petroleum industry 
under the 1981-85 five- 

ear plan will be spent on 
increasing production ca- 
pacity of onshore oilfields 
whose combined output 
has been on the decline 
since peaking at a little 
over 100 million tonnes in 
1979. Already it has been 
reported that crude pro- 
duction capacity jumped 
by 3.17 million tonnes in 19,82 while that of natural gas went up 
11.93 million cu. ms. 

The renovation of eight on shore fields is among 93 priority 
capital-construction items (eaci costing a minimum of Rmb 500 
million) announced by the State Planning Commission in June. 
Daqing, China's top oilfield in Fleilongjiang province, will be 
expanded. Other fields to be upgr.aded are the Liaohe Basin in 
Liaoning province, Zhongyuan (central plains), Huabei (north 
China), Shengli in Shandong province, the Qaidam Basin in 
Oinghai province, Junggar in Xinjiang’, and fields in Inner Mon- 
golia and Sichuan. 

Zhongyuan — A March State Council decision indicates that 
much manpower and funds will be ploughed into Zhongyuan 
fields, which stretch over 3,500 sq. kms ard cover northern and 
eastern Henan province and southwestern Shandong province. 
Zhongyuan has more than 40,000 workers a'nd 80 drill rigs, the 
majority of which were until recently at older fields such as 
Shengli, Hanjiang and Daqing. The state-council order also 
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Drilling in Daqing: produces half China's oil. 
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reinstated Song Zhenming who was sacked when an offshore-oil 
rig capsized in Bohai in 1979, as minister of petroleum industry. 

Prospecting at Zhongyuan started in 1970 and oil of industrial 
value was struck in 1975: trial production began in 1979. By the 
end of 1982, seven oil and gas structures had been located in five 
fields while a total of 18 reservoirs had been identified, Hu 
Xiaoyuan, director of the Zhongyuan Petroleum Prospecting 
Bureau, said in June. It is a complicated oilfield where many oil, 
gas and water strata are interwoven. Areas containing both oil 
and gas measure 48 sq. kms and total 25 billion cu. ms. in re- 
serves. Proven oil reservoirs amount to more than 200 million 
tonnes over some 100 sq. kms of land. 

Zhongyuan's four production fields turned out 2.15 million 
tonnes of oil in 1982, bringing total output since 1979 to 4.45 mil- 
lion tonnes. Cumulative output of gas reached 1.7 billion cu. ms. 
The four fields are Puyang, Wenzhong, Wenmingzhai and 
Weicheng. A fifth is being developed. 

It is hoped that by 1983 output will reach 3 million tonnes of 
crude and 300 million cu. ms of gas and by 1985, 5 million tonnes 
of crude and 500-700 million cu. ms of gas. Exploration during 
1983-85 is expected to verify reserves totalling some 500 million 
tonnes of oil and 50 billion 
cu. ms of gas, mainly from 
a 400-sq. km. site north of 
the Yellow River, accord- 
ing to Song. 

A crude production 
facility capable of handl- 
ing more than 2 million 
tonnes a year was com- 
pleted in 1982. A gas 
pipeline with a throughput 
capacity of 115 million cu. 
ms a year linking Zhong- 
yuan and Kaifeng in 
Henan will be finished by 
mid-1984, in addition to 
an oil pipeline running be- 
tween Puyang in Henan 
and Linyi in Shandong. 

Daqing — Located 
1,400 kms northeast of Pe- 
king, Daqing produces half 
China’s oil with planned 
output reaching 52.3 mil- 
lion tonnes this year. Da- 
qing's crude has been flow- 
ing at about 50 million ton- 
nes a year since 1976 and 
will remain at that level 
until 1985 when oil flow is 
expected to begin drying 
up. Moreover, Chinese 
engineers at the field have 
also reported flows of a 
much higher water con- 
tent at 60% since the be- 

ginning of 1981. 

Despite United States objections, Daqing received a multi- 
currency loan totalling US$162.4 million at floating interest 
rates from the World Bank in January 1983. The loan is mainly 
for the purchase of imported equipment. Much of the facility 
will be spent on expanding output of Gaotaizi, one of Daqing's 
three commercial reservoirs. Geologists are looking for new oil- 
fields in the vicinity of Daqing and hope to locate 30 million 
tonnes in reserves this year and another 70 million tonnes in 
1984. 

Shengli — Daily output at this 20-year-old field (China's sec- 
ond-largest, after Daqing), has broken the 46,000-tonne barrier 
to reach 50,000 tonnes after more than 140 new wells were drill- 
ed in 1982. Average daily output reached 51,038 tonnes in June 
and production capacity stands at 1.14 million tonnes a year. 
The 1983 target is 18 million tonnes of crude which will be in- 
crizased to 22 million tonnes in 1985. 

Dagang — Developed in 1969, Dagang yielded more than 2.9 
million tonnes of oil in 1982. All 15 wells at this deep-horizon 
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_ March that it had produced 1 milon ton- 
nes of crude during the first quarter. 
China has turned to foreign aid to speed 
up the country's onshore exploitation. A 
second World Bank loan of US$100.8 mil- 
lion was extended in April to help expand 
oil production at the Wenliu fields some 
. 300 kms south of Peking. A third loan, 
also for equipment purchase, of. US$200. 
million is anticipated for 1984. In 1980, - 
part of a Japan Export-Import Bank loan 
.was used in the development of onshore 
oilfields. 
Beginning in August 1979 the China 
. National Oil and Gas Exploration and 
Development Corp. has been inviting 
foreign. firms to help develop onshore 


“pation include Junggar and Tarim in 
Xinjiang: Qaidam in Qinghai; Ordos in 
the Shaanxi-Gansu-Ningxia—Inner Mon- 
golia region; those in the Sichuan Basin; 
the Nanpan River Basin across Guangxi 
Zhuang Autonomous Region, Guizhou 
and Yunnan provinces; fields in northern 
Jiangsu; Dagang and a number of smaller 
fields. — 

Two foreign firms, Compagnie Générale 
de Géophysique (GCC) of France and 
‘Houston-based Geosource of the US, 
have been hired to conduct seismic. sur- 
veys in Xinjiang’s Junggar and Qinghai’s — 
Qaidam, respectively. Under a three- 
year contract, worth US$34.2 million, 
"Geosource .runs three seismic crews, 
each, consisting of about nine foreign 
xperts and several million US dollars . 
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Still 9995 dependent on foreign 
sources for its crude 








By Mike Tharp in Tokyo 
n the offices of the Japan Petroleum Association sit 
| E of beakers, each containing a sample of crude oil 
from the world's major oilfields. One holds liquid that re- 
sembles dark maple syrup in both colour and consistency. This is 
Saudi Arabian light oil, the global benchmark crude, the most 
plentiful and desirable of all petroleum. 

Another beaker contains a molasses-like sample, black as tar 
and nearly as viscous. This is from China and, despite its un- 
palatable appearance, Chinese crude looms large on Japan's oil 
procurement horizon. Indeed, oil from Asian wells generally 
will become more important in Japan's total energy needs for 
the rest of the decade. The government — through the Energy 
and Natural Resources Agency (ENRA) and the Japan National 
Oil Corp. (JNOC) — is intent on diversifying its sources of 
foreign crude. 

Japan's reliance on potentially vulnerable Middle East oil 
supplies has steadily declined since 1975, falling from 78% in 
1975 to under 69% in 1982. (Imports from Saudi Arabia rose 
during the period to around 34% from 27% in 1975). Now that 
global crude prices have fallen and supplies are temporarily 
abundant, some of the heat is off Japanese oil development en- 
terprises. But Japan, which depends on 99% foreign sources for 
its crude supplies, remains keenly aware of the strategic role 
played by its exploration and development operations. 

At present, Japanese development companies provide about 
350,000 barrels of oil or oil equivalent a day (b/d), roughly 10% 
of total crude imports by Japan. By 1990, ENRA hopes to 
double that figure to 700-800,000 b/d. 

That means activities must be accelerated, a conclusion more 
easily said than done. Not only are world supplies becoming 
scarcer and much more expensive, but central govern- 
ment budget cutbacks spell difficulty in funding explo- 
ration and development activity. 

Nevertheless, the search goes on. Until the begin- 
ning of the 1980s, imports from Asian sources account- 
ed for about 23% of crude. Indonesia led all regional 
producers with a 14.3% share in 1980, followed by 
China (3.6%), Brunei (3.1%), Malaysia (2.4%) and a 
small amount from Burma. Those ratios are beginning 
to change as Indonesia faces the prospect of becoming 
a net oil importer late in the decade (it now exports 
some 70% of its crude to Japan). Analysts believe Ja- 
panese exploration and development companies will 
focus much more heavily on China, especially if they 
win attractive sites in the offshore-China oilfield bid- 
ding expected to take place this autumn. 

Energy exploration and development funds come 
from a special government account, separate from 
the government's general account which has been 
the target of Finance Ministry cutbacks. Revenues 
for the special account are provided by taxes on 
imported crude and part goes to help rehabilitate 
the Japanese coal industry. More than half the money 
goes to the oil sector, a third of it allocated for 
exploration and development activities. The rest is 
used for Japan's national oil stockpile, which now 
has about an 111-day supply and requires constant 
financial care and feeding. 

During the current fiscal year, the special energy ac- 
count enjoyed a 10.8% increase — higher than that for 
defence (6.5%) — and next year energy agency offi- 
cials hope for a 5% rise. That may be difficult because 
of the decrease in crude prices and consequent lower 
tax revenue, coupled with a 1-2% decline in import 
volume. The relatively weak yen also contributed to a 
drop in revenue. The tax of *640 (US$2.66) per 





kilolitre of crude goes hand in hand with the 3.5% tax levied on 
the price of crude. 

This fiscal year, a total of ¥391 billion was funnelled into the 
oil sector, ¥ 134 billion to coal. In the oil sector, ¥118 billion was 
made available for oil exploration. Up to 80% of the funding for 
exploration is provided by JNOC, so the private sector must pay 
only a 2096 share of pure-risk money. Moreover, long-term 
loans do not have to be repaid if the venture fails to find oil. 
JNOC is now providing funds to 20-25 Japanese companies and 
has its own separate fund of *€37.2 billion available to Japanese 
firms this year, That adds up to a total of ¥155 billion Japanese 
exploration companies can draw on this year. 

Generally, the development phase of petroleum projects 
costs 10 times as much as the exploration phase. Up to 80% of 
development funds are provided by Japan's Export-Import 
Bank (currently at an interest rate of 6.2%) with the remaining 


20% coming from Japanese commercial banks. JNOC again en- 


ters the picture by guaranteeing up to 60% of development loans 
with priority given to city bank loans and then Exim loans. 
Cumulatively, Japan's oil industry has spent ¥1.12 trillion for 
exploration, 43.9% of it private-sector money. JNOC's invest- 
ment has accounted for 26.4% with the remaining 29.7% in the 
form of loans. Exploration continues on what is called the *one- 
project-one-company basis," which means that if one company 
drilled three wells and only one were successful, it would still be 
obliged to repay the loans on all three. This has resulted in the 
formation of numerous subsidiaries that drill only one well, re- 
ducing corporate liability. The three major mother companies 
that have spawned their exploratory offspring are Idemitsu 
Kosan, Teikoku Oil Co. and Japan Resource Development Co. 
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Hitachi Zosen S derrick/pipe lay barge: Japan has spent ¥1 12 trillion on exploration. 
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Energy planners are more concerned with private-sector 
funding than the availability of government money. The price of 
crude oil is now generally stable and trading companies, banks 
and companies have come to realise that oil development is not 
as lucrative a business as it once was. A few years ago, when the 
price of oil went up drastically, feverish participation was the 
rule: even Seibu Department Stores joined in oil development. 
But the rate of return on some of those investments has di- 
minished. 

In addition, because of the division between upstream (explo- 
ration and development) and downstream (refining and whole- 
saling) in the Japanese oil business, commercial transactions in- 
volving crude are expected to become more of a problem. Ja- 
panese development companies sell crude at the government 
selling price (GSP) of the country in which the oil is found. In a 
loose market, spot prices are cheaper and refiners naturally look 
for bargains. Developing companies are finding it more difficult 
to sell oil to refiners and will face more problems in the future, 
since they cannot reduce GSP. 


development is technology — the equipment needed to 
dig the well, get the oil or gas out of the ground and trans- 
port it. Up to now, Japan, like most of the world, has relied 
heavily on United States companies’ hardware and software. 
Some advanced technology for enhanced oil recovery or oil 
shale production has been developed by Japanese firms, but 
both public- and private-sector oilmen have preferred to spend 
the lion's share of funds on finding the best fields and to improve 
efficiency of development, rather than develop home-grown 
technology. 

That may change soon. This year the Ministry of International 
Trade and Industry (Miti) began a programme to discover whe- 
ther Japanese industry is willing to participate in hardware deve- 
lopment and the possibility of selling that equipment abroad. 
The study will be completed this autumn and Miti will then de- 
cide whether to encourage companies in that field. “We are 
slowly starting to reconsider our heavy dependence on US 
technology and hardware," says an ENRA official. "Since we 
are doing this for the security of Japan, it is dangerous to depend 
so much on another country's technology." 

JNOC has helped conduct 27 projects in East Asia and nine on 
Japan's continental shelf, as of 1981. Five of the companies 
JNOC has assisted with direct finance or guarantees are produc- 
ing oil or gas on a regular basis. They include: 

» Indonesia Petroleum Ltd, which pioneered exploration in In- 
donesia with Pertamina and Compagnie Frangaise des Pétroles 
in 1966. Four fields were producing in 1981 an average of about 
280,000 b/d. 

» Indonesia Nippon Oil Cooperation Co., involved in both ex- 
ploration and development funds. In 1980 oil production began 
from two fields with a rate of some 4,000 b/d. 

» Japan Indonesia LNG Co., set up in late 1973 by Pertamina 


4 nother factor that will affect Japanese exploration and 





and via Japanese users who concluded a 20-year contract for | 


supplying 7.5 million tonnes of liquefied natural gas (LNG) a 
year to Japan. LNG plants are in East Kalimantan and North 
Sumatra. 

» Japan Offshore Ltd, a 12-year-old venture between Japan 
Petroleum Exploration Co. and Idemitsu Kosan to explore for 
oil and gas in the Japan Sea offshore Niigata prefecture. As of 
1981, daily production was about 1 million cu. ms of gas and 
some commercial quantities of oil. 

There are other Indonesian ventures including Mitsui Oil 
Development Co., Irian Jaya Oil, Impex Bintuni Ltd, BNG Oil, 
Impex Muturi Ltd, Moeco-Irian Jaya Oil Co., Japex Rantau 
Ltd, Djambi Oil Development, South Sumatra Oil Develop- 
ment Co., Japan Low Sulphur Oil Co., Impex Serasan and 
Natuna Oil Corp. 

Japanese interests are also involved in exploration and deve- 
lopment in the Gulf of Thailand, offshore Burma and Vietnam, 
Papua New Guinea, Australia, on the continental shelf with 
South Korea and in Malaysia with Sabah Oil Development Co. 
concentrating its efforts on Sarawak and Kalimantan. Japanese 
interests account for 30% of the Malaysian participants, with Elf 
the operator. 

On Soviet-controlled Sakhalin Island, a joint Japan-Soviet 
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Union company is in the final stages of exploration. The com- 
pany has found two fields and at least one of them has yielded 
commercial quantities of oil and gas. 

All these areas will continue to be important to Japan's diver- 
sification efforts but none as important as China. Offshore 
China is the most promising for Japan, says one JNOC official 

Through the Japan-China Oil Development Corp. and 
Chengbei Oil Development Corp. , Japan has already had some 
success in Bohai Bay. Two drilling agreements with JINOC-led 
groups were among the first five signed by China in 1980, outside 
the current and first round of bidding for tracts in the South 
China and Yellow Seas. 

JNOC officials say their contracts with China in the bidding 
have not yet been formalised as different agreements will be 
needed for the exploration and production phases; officials pre- 
dict they could be signed within a year or two. "We hope there 
will be a chance to have our concession in the early autumn," an 
JNOC official said. British Petroleum was the first among 
foreign oil companies to be awarded exploration contracts in this 
current round of bidding. Japanese domestic production is now 
less than 1% of total demand, about 40,000 b/d oil or oil equiva- 
lent. However, the significance of domestic exploration is great- 
er than those figures. Onshore and offshore gas fields are good 
training grounds for Japanese engineers and also serve as a base 
for Japanese oil-development companies to get money because 
production costs in Japan are much less than elsewhere. By ac- 
cumulating earnings from domestic production, companies can 
plough them back into overseas projects. 


SOUTH KOREA 


Wanted: a review 


of long-term 
energy prospects 


By Shim Jae Hoon in Seoul 
"n he story of oil exploration has a negative connotation in 











South Korea, where people have been repeatedly let 

down in the past by hasty reports of a major find only to 
see them sheepishly denied later by the government. As far back 
as 1976, then president Park Chung Hee jubilantly announced 
that oil had been found in the southeastern city of Pohang, some 
200 miles from here: shortly after, the government lamely ad- 
mitted it was commercially unexploitable. 

Notwithstanding that experience, since the second interna- 
tional oil-price increases of 1978, the Seoul government has 
never deviated from its hope of striking oil one day, if only to 
guarantee a steady supply for its continuing industrialisation. 
South Korea depends on the Middle East for more than 90% of 
its crude imports amounting to 180 million barrels a year. In the 
peak-pricing period of 1981, the country spent more than 10% of 
its gross national product — valued at some US$60 billion — on 
crude imports. 

Since the 1974 signing of an agreement with Japan for test 
drilling in the continental shelf between the two countries, there 
have been twe major activities for South Korea. First, a large 
tract of continental shelf has been carved into seven mining. 
zones with the seventh zone — located south of Cheju Island 
and west of Japan's Kyushu — singled out for joint exploration 
efforts. The seventh zone is in turn divided into nine smaller 
blocks. 

Seismic testings on most of these zones have failed to show 


" Anticline is an arch-like rock formation on the seabed whose under surface is said 
to contain hydrocarbon. Offshore experts are supposed to locate such a geological 
formation before running a test drill. 
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any sizable amount of hydrocarbon, except in the seventh zone: 
and the South Korean Ministry of Energy and Resources 
(MoER) has chosen two American companies — Texaco with 
minor participation by South Korea's Gold Star Group, and the 
Korean-American Oil Co. (KOAM) composed of three United 
States companies, Universe, Weeks Petroleum and Hamilton 
Brothers — to conduct seismic surveys as the South Korean 
side's concessionaries. CPAS Nippon Oil Exploration Co, and 
Daikoku Petroleum Co. are Japanese concessionaries. While 
Texaco and KOAM are exploring parts of the fifth, seventh and 
eighth blocks in the seventh zone, Nippon and Daikoku are sur- 
veying their remaining field. 

Fortunately for Seoul, all financial risk and cost of these sur- 
veys are shouldered by the foreign concessionaries. Geological 
formation in this particular zone is said to contain a few anti- 
cline*-like structures which suggest a possible find. If rating is 
good enough, test drilling will start this year. 


have not indicated any significant find. Altogether, there 

have been 10 such wildcat drillings in the various zones 
extending from below the demilitarised zone to southwest of 
Kyushu. In 1974, China's decision to lodge a territorial claim 
over parts of the fourth and seventh zones, affecting operation 
sites of Japan and South Korea, forced Gulf of the US to with- 
draw from the area. 

A third US drilling company, the Houston-based Zapata Oil 
Exploration Co. (Zapex), has recently expressed interest in 
joint exploration with the Korea Petroleum Development 
Corp., a state-run exploration firm. Zapex wants to shoot seis- 
mic testing in the sixth zone, below the southern and eastern tips 
of the Korean peninsula. If the deal comes through, it would be 
the first South Korean participation in a domestic offshore ex- 
ploration project. 

More hopeful than the continental shelf is South Korea's 
50:50 venture with Indonesia's Pertamina for oil and gas explo- 
ration in the western Madura Sea off eastern Java. After two- 
years surveying and data-reading in the area formerly swept by 
US Cities Services, South Korean Minister of Energy and Re- 
sources Suh Sang Chul announced on June 28 that four wildcat 
drillings had yielded hydrocarbon finds at two wells — one indi- 
cating an “economically viable" oil bed and the other a “possibly 
large" gas field. 


p revious wildcat drillings in the fourth zone west of Cheju 
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Hyundai-built semi-submersible: rentals start at US$30,000 a day. 


South Korean exploration in Indonesia has been done by 
Korea Development Corp. or Kodeco Energy Co., wholly 
owned by Choi Gye Wol, a South Korean businessman in In- 
donesia. Under a production-sharing scheme with Pertamina, 
the South Korean Eximbank has offered 80% of the US$38.4 
million so far needed for exploration. Although the balance of 
20% is provided by Choi, the loans are equal to a government 
subsidy as it carries an 8% fixed-interest rate with repayment to 
start only when the exploration is successful. 

Initial reports from Madura indicated that the oil find had col- 
lectible reserves of about 20 million barrels with daily pumping 
capacity of 8,000 barrels a day (b/d) for the 
first three years of production and 5,000 
b/d for the subsequent eight years. 

Despite Suh's sanguine outlook, ex- 
perts here have already termed the re- 
serves commercially "marginal." The 
5,000 b/d output is barely enough to justify 
offshore investment even at a time of 
severe energy crisis, they said. South 
Korea requires a daily shipment of at least 
480,000 barrels. 

Moreover, oil-production sharing with 
Pertamina leaves Kodeco Energy — after 
a 50% share is taken by the Indonesian 
Government, 32.9% claimed by Per- 
tamina and 9.675 paid in taxes — with a 
mere 7.5% of total output. 

That is not considered adequate for an 
expensive and risky development-import 
programme for a country with oil bills run- 
ning to US$6 billion a year. Kodeco's 
agreement covering gas exploitation, 
however, is said to be a little more favour- 
able but even here, economic advantages 
are said to be minimal for South Korea. 
According to reports attributed to officials 
of MoER, Kodeco's exploration has hit a 
gas reservoir of 2.4 trillion cu. ft, capable 
of supplying 175 million cu. ft of gas a day 
to South Korea. In terms of liquefied na- 
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tural gas (LNG) equivalent, the reservoir is worth 45 million 
tonnes, sufficient to supply South Korea for more than three 
decades. 

The Indonesian Government will claim 50% of total output 
with the remaining half divided into 31.82% for Pertamina and 
68.18% for Kodeco. When taxes are deducted, Kodeco will end 
up with 15% of the total. 

Since these are provisional estimates based on incomplete 
findings, four more confirmation wells are expected to be bored 
this year — one near the oil site and three in the gas field. Even if 
the new drillings produce a positive result, what to do with the 
gas found will pose a much greater problem than is the case with 
oil. To cope with inflation and the rising cost of equipment lease 
and expenses — daily rental for a single offshore rig starts from 
US$30,000 and South Korea will not own one until the second 
half of this year — Kodeco's Choi has asked for an additional 
US$20 million of which the government has approved only 
US$4.1 million, according to local reports. Before Madura's 
exploration ends in 1987, the government expects the total in- 
vestment to run to US$63 million. 

A major question posed by Kodeco's venture — from South 
Korea's economic viewpoint — is whether it is worth the money 
and effort. In the midst of the second world oil crisis, an invest- 
ment of this magnitude could have been justified. But with the 
recent 15% drop in crude price all over the world and South 
Korea lately being pressured to accept what is called policy oil — 
payments for big construction contracts undertaken in Saudi 
Arabia, Libya and Iraq by South Korean construction magnates 
— more and more people here are wondering if Seoul is not 
being victimised. Indeed, a few non-government economists 
suspect that the government is allowing itself to become 
Kodeco's hostage by continuously providing it with extra sub- 
sidies. 


- 


headache for South Korean construction giants such as 

Hyundai, Daewoo, Samsung and Hanyang. Daewoo 
chairman Kim Woo Choong, with US$2.15 billion worth of con- 
tracts in Libya, inadvertently admitted recently that he has lost 
US$8 million from selling Libyan crude on spot markets. The 
problem has been complicated by the fact that, whereas pay- 
ments received are pegged to international benchmark prices, 
spot market rates are much cheaper. 

With each of these conglomerates pressuring MoER to help 
dispose of their policy oil at better rates by domestic refiners, it 
has turned into a major economic issue. Yet the local press has 
not discussed the matter with candour: in the words of one 
ministry official, energy is related to national security. The less it 
is talked about, the better for the ministry. 

In the short run, disposal of gas recovered from Madura will 
pose some serious problems. It cannot be sold to Indonesia be- 
cause it is oversupplied. Japan, the biggest buyer in the region, is 
already committed for 15 years of supply. South Korea, the only 
logical buyer in need of LNG, is hard put raising money required 
to build the multifarious facilities for liquefying, transporting 
and storing it. A storage facility with 1.5 million tonnes LNG ca- 
pacity costs about US$2 billion to build. 

Much more fundamental, however, is widespread scepticism 
raised over the wisdom of continuing the equity investment in 
foreign offshore exploration at a time of international glut and 
price falls. A “long-term supply contract now seems to be a defi- 
nite alternative to equity investment," said Lee Hoe Sung, the 
Exxon-trained chief economist for the Korea Institute of Energy 
and Resources. “The development-import programme [such as 
for Indonesian gas] seems more symbolic than substance.” 

It is a cruel irony that decades of South Korea's efforts to tap 
independent sources of energy have been rewarded with an un- 
predicted shift in the international energy picture. For the first 
time in many years, serious economic concern is beginning to 
overtake the political comfort of saying that Seoul, too, has 
struck oil. 

Many private economists here are of the belief that the gov- 
ernment ought to encourage an unrestrained debate on the 
whole energy policy, including the wisdom of offshore explora- 
tion, in order to establish a clear consensus. South Korea is in 
need of a serious review of its long-term energy outlook. r] 
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By Mohan Ram in New Delhi ^S 
ndia, which produced only 13 million tonnes of oil in 1980- — 
I and imported 60% of its needs, has set its sights on self- _ 
sufficiency by 1990 with a target of 60.5 million tonnes. This — 
is to be achieved through a massive programme of explorationin ~ 
the belief that there is oil to be discovered and that, of an esti- x 
mated "prognosticated" reserves of 15,000 million tonnes, at 
least 7,700 million tonnes can be converted into “proved geolo- ~ 
gical reserves." NC 
India's exploration effort began with the setting up of the Oil — 
and Natural Gas Commission (ONGC) — a government agency — 
— in 1956 and the Oil India Ltd (OIL), also government-owned, — 
in 1959. In 1960 the recoverable reserves were negligible and the 
domestic output was a meagre 0.45 million tonnes. By 1979-80, - 
the two organisations had together drilled more than 3,100 wells .— 
totalling about 4.9 million ms and as a result recoverable re- — 
serves were estimated at 478 million tonnes. These reserves 
stood at 360 million tonnes in early 1980. Up to 1976, the pro- - 
duction of oil was exclusively from onshore fields. The offshore - 
contribution became increasingly important after the large ` 
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Indian service survey ship: will New Delhi go it alone? 


Bombay High Field (discovered in 1974) attained 
potential in 1978. 

In the early years, India received limited Soviet technical as- — 
sistance in oil exploration: otherwise the effort was mostly In-  - 
dian. In 1969-70 it offered three blocks to foreign companies but 
the experience was unhappy. The Natomas-Carlsberg group 
drilled two wells in the Bay of Bengal and abandoned its search. — 
Reading and Bates had drilled just one well in the Kutch basin — j 
and Asamera — a lone well in the Cauvery basin — before pull- — — 
ing out. This kind of effort was not adequate to prove the exis- _ 1 
tence or non-existence of oil, Subsequently in 1980, ONGC dis- i 
covered gas in the same area it had leased to Asamera earlier. — — 

After this disappointing experience, India began going it 
alone again but with little success. The heavy import burden — 
brought its external trade-and-payments situation under heavy __ 
strain. Oil prices doubled in 1979-80 but full impact of this rise 
was felt in 1980-81. Of the total import bill of Rs 124.67 billion s 
(US$12.50 billion), oil and petroleum products accounted for Rs 
55.87 billion: as a result, the trade deficit more than doubled to 
reach Rs 575.6 million. 

So there was a sharp reversal in India’s attitude to foreign par- 
ticipation in the exploration effort. In 1980, India offered 32 — | 
blocks on the continental shelf (17 offshore, 15 onshore) to 4 
foreign companies. Although 67 of them responded initially, 
they were short-listed to 34. After 18 months of negotiations, 
there was only one taker — Chevron of the United States for the 
Saurashtra II block. The companies thought that most blocks 
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were unattractive and that the most promising had been re- 
served for ONGC or OIL. 
— Secondly, the terms offered were too stiff. One of the 
guidelines laid down by India was that those willing to sell cost 
- oil — the national quantity set aside to recover the investment — 
-as well as profit oil to India would get priority. Another 
_ guideline was that ONGC would be a party to the operating 
- agreement as the Indian Government's nominee. It would be a 

_ non-operating party at the exploration stage but would still have 
_a say in exploration. Another guideline was that, if a company 


'struck oil, ONGC would become a partner in the equity struc- 
ture to the extent of 51%. The company would be liable to In- 
- dian tax laws. 

- — "Wiser after the experience, India decided in 1982 to re-demar- 
- cate the blocks into 50 (42 offshore and eight onshore) and got in 


"touch with 37 of the old bidders, offering rather more attractive 


sources of oil had to be established because Bombay High — 
now the mainstay oil output — cannot sustain medium- and 
long-term needs with the demand for petroleum products rising 
‘to 7% or more a year. While ONGC might have the expertise 
needed for exploration, India did not have the funds — espe- 
c ally the foreign-exchange component for a large-scale explora- 


ton programme. 


nder pressure from the administration of US President 
Ronald Reagan, the World Bank has begun realign- 
Wt ing its loan package in favour of increased market 
- borrowings and participation by foreign oil companies in the 
_ exploration and production programme drawn up by ONGC. 
. (Ir dia would have preferred fixed-interest credits from the 
- World Bank if not soft loans from the International Develop- 
_ ment Association.) India also saw reason in the World Bank ar- 
. gument that it should not reserve all high potential areas for its 
- Official agencies. Significantly, therefore, the coveted Godavari 
— Offshore stretch, earlier reserved for ONGC, was offered to 
— foreign companies in 1982. Income tax payable by the com- 
- panies was also slashed from 72.05% to 56.37%. But an addi- 
-—— tional 15% levy on all oil production — termed as the “equiva- 
- Tent of royality" — is proposed. 
— — But soon came the Opec crisis and a fall in world oil prices and 
— foreign companies were not keen on investing in unknown areas 
- or expected more attractive terms. So India has shelved its pro- 
to assign blocks to companies until the international envi- 
‘ronment improves: meantime ONGC and OIL will go ahead 
- with their exploration plans. 
— — More relevant is ONGC's ambitious plan to make India self- 
— Sufficient in oil by 1990 by attaining a production target of 60.5 
— million tonnes. This envisages an outlay of Rs 290 billion over 10 
years ending 1990. ONGC thinks there is no need for foreign oil 
ies to participate in India's exploration and develop- 
ment programme and all that is needed is funds. The govern- 
- ment has neither cleared nor rejected the plan but has raised 
 'ONGC's budget for the remaining two years of the 1980-85 sixth 
plan by Rs 22 billion, taking the total outlay for the five years 
_ ending 1985 to Rs 70 billion. 
- Itis an uneasy stalemate. Although the world oil situation is 
- relatively easy now, India has to reduce imports to overcome the 
— balance of payments crisis which forced it to seek a record spe- 
— cial drawing rights 5 billion (US$5.3 billion) credit from the In- 
- ternational Monetary Fund in 1981 to be able to restructure its 
— economy for a turnaround after three years. India thinks that 
= even if imported oil is cheaper and foreign exchange available, 
. the easy oil situation will not last for ever. It would be prudent to 
— carry out its exploration plans and prove the existence of recov- 
— erable reserves even if the self-sufficiency goal could be allowed 
- to recede. 
— A India's exploration plans have been jinxed at every stage. It 
—. pow has to decide its policy — whether to go it alone (as ONGC 
wants) or strike a balance between ONGC and foreign oil com- 
_ panies. If it wants foreign participation, the terms have to be at- 
. tractive even after the international climate improves and there 
is revived foreign interest in India's programme. [à 
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todo 
something by 
energy shortages 


By Mohammed Aftab in Islamabad 
Rew energy shortages for the past three winters, 





which have now started extending into even spring 
months, have forced the Pakistan Government to sit up 
and do something — quickly. 

With hundreds of factories remaining closed for up to 16 hours 
a day during those crisis months, industrial and farm production, 
as well as businesses and households, have been hit badly. 
Losses are still being quantified. 

The government has sketched out plans to spend Rs 109 bil- 
lion (US$8.44 billion) on energy, which is in sharp contrast to 
Rs 39 billion spent for this purpose during the five years ended 
June 30, 1983. Of the Rs 109 million investment planned in the 
energy sector, Rs 26.4 billion will go into development of oil and 
natural gas and exploration of new oil and gas resources. At that 
level, top priority has been assigned to energy in the country’s 
sixth five-year plan (July 1, 1983, to June 30, 1988). 

Current domestic oil production is estimated in the 13,000 
barrels a day (b/d) range which meets only 10% of Pakistan’s re- 
quirements. The remaining 90% is imported from Saudi Arabia, 
the United Arab Emirates, Kuwait, Iran and Iraq at an annual 
cost of US$1.7 billion. 

If the whole Rs 26.4 billion investment goes into the oil sector, 
production is projected to rise to 21,000 b/d. That will still leave 
a major gap in meeting total oil needs which, even at the current 
low-consumption level, are more than 5 million tonnes a year. 

Energy officials are pinning their hopes on increased produc- 
tion with plans to raise the number of exploratory and develop- 
ment oil wells to 244 during 1983-88 which — though signifi- 
cantly high compared to 82 wells explored and developed during 








SRI LANKA 


Chances of 
an oil strike 
are remote 


By Manik de Silva in Colombo 
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ri Lanka’s oil exploration effort, continuing for 10 years 
with varying intensity, has not resulted in any strike 
though seismic data has been hopeful. The country cur- 
rently follows a strategy of farming out offshore blocks to 
foreign prospectors who are required to meet the entire cost of 
exploration on the basis of cost recovery and production-sharing 
contracts (PSCs) with the state-owned Ceylon Petroleum Corp. 
(CPC), the monopoly oil importer, refiner and distributor in the 
country. 

Says Daham Wimalasena, the CPC chief: “We have done 
some seismic surveys and sunk a few exploratory wells at no cost 
to ourselves under agreements we have with several foreign 
companies. We have found no definite proof of the existence of 
oil but available evidence is such that we cannot rule out a 
strike.” 

But Wimalasena stresses that the momentum of exploration 
that existed a few years ago is now no more. “The foreign com- 
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the past five years — is still too few considering the urgency of 
producing more oil at home. 

Foreign private companies have been busy exploring and de- 
veloping oil and gas resources in Pakistan for more than two de- 
cades. The contract terms which were previously unattractive — 
and did not bring in many foreign companies — have been im- 
proved. The state-owned Oil and Gas Development Corp. 
(OGDC) has been either engaged in the exploration and deve- 
lopment on its own or in the form of joint ventures with foreign 
companies. OGDC originally worked with Soviet technicians — 
an experience which proved fruitless. 

Its present operations, management structure and poor re- 
sults have drawn severe criticism from international organisa- 
tions and experts. In order to gear the country into attempting a 
major oil exploration and development programme, experts 
have suggested a total overhaul of OGDC and hacking away 
much of its dead wood. There is, however, no apparent move in 
that direction so far. 
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Gunsmiths at work on the Northwest Frontier: badly hit by energy shortages — like everyone else. 


panies came to us to make money selling the oil they might have 
found. In the context of the present worldwide instability in oil 
prices, the edge is off the appetite for finding oil. That's the pre- 
sent picture." 

However, the CPC boss is hopeful that the search for oil in Sri 
Lankan territorial waters will get fresh impetus due to an agree- 


Storage tanks in Colombo: exploration efforts to fill them are presently dull 
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The government is of the view that, on present indications, 
private companies (mainly foreign) are expected to invest 
Rs 15,7 billion in development and. exploration of oil and gas 
while the public sector will provide Rs 6.8 billion over the next 
five years. 

Private companies engaged in the field already, or which 
have indicated their intention to come to Pakistan, include (ace 
cording to the government): Union Texas, Pakistan Petroleum 
(British-based) and Pak-Stanvac. More are likely to be 
attracted by the package provided by the sixth five-year 
plan. 

If all hopes materialise, the effort ought to ease the energy 
situation to some extent in a country where oil and gas account 
for more than three-quarters of energy consumption. Gas is the 
key source of energy: oil consumption is 35% of commercial 
. energy consumption. 

2 The government has yet to do some- 
$ thing visible to attract foreign private come 
panies which were either not drawn to 

Pakistan or left the country, frustrated by 

hitting dry holes. Another important con- 

straint on the energy sector has been low 
well-head prices for oil and gas which the 
government regulated in order both to 
keep consumer prices down and earn siza- 
ble revenues, as well as to keep the cost of 
production of key economic sectors down. 

Bureaucratic red tape in granting explo- 
ration concessions and overseeing opera- 
tions of foreign companies are yet another 
major hindrance. And on top of everything 
else Pakistan has some of the most complex 
geological structures, making things dif- 
ficult for investors. 

Plans for the next five years have gener- 
ated hopes for exploration and develop- 
ment of oil and gas in Pakistan, but it 
will still take a long time before anyone 
knows how far these can be translated into 
reality. 





ment CPC has with India's Oil and Natural Gas Commission 
(ONGC), which has a great deal of information about oil in the 
region as well as a wealth of experience in regional prospecting. 
ONGC has made a strike in the Palk Bay area close to Sri Lanka: 
information ONGC will make available to CPC within the next 
few weeks on the basis of the agreement can ginger up the pre- 
sent dull exploration effort. 

Sri Lanka's sedimentary area has been di- 
vided into 11 blocks in the onshore and shelf 
area and two blocks in deep-water areas, Up 
to May 1983, four blocks in the shelf area 
and one in deep water had been farmed out 
on PSCs, along with two blocks in the shelf 
area on 18-month seismic option agree- 
ments. CPC said there were negotiations 
pending for farming out two more blocks in 
the shelf areas on 18-month seismic options. 

According to CPC figures, in excess of 
USS$15 million have been spent by foreign 
contractors in the areas farmed out while 
CPC has spent US$100,000 of its own funds 
on the deal with ONGC. However, as CPC 
has earned US$300,000 on signature 
bonuses on its agreements with. foreign 
explorers, the corporation has not invested 
any of its own funds in oil-prospecting in re- 
cent years. 

"We did spend some of our own money in 
onshore exploration on Mannar Island 
when V/O Technoexport of the Soviet 
Union drilled three stratigraphic 
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By S. Kamaluddin in Dhaka 
"wee t is widely believed that there are extensive natural gas 
4 reserves in Bangladesh. Although present estimated 
D reserves are only about 11 million cu. ft — due to in- 
"adequate seismic survey and very limited drilling operation car- 
"ried out in the past — experts believe that gas reserves may be 
_ substantially higher. 
_ Oil and gas exploration in this country dates back to 1910 
when a British-owned company drilled two wells in Sitakund 
(Chittagong) district, with outmoded equipment. However, 
exploration for oil and gas was taken up by the (then Pakistan) 
government in the early 1950s with the help of Shell Oil Co. and 
_ in the early 1960s with Soviet technical assistance. Between 1955 
^: and 1982, 26 wells were drilled and 13 gas fields discovered giv- 
—— ing one of the highest rates of success. 
_ Currently, the number of producing wells is 10 which is ex- 
‘pected to be increased to 17 when five wells at Bakhrabad gas 
field and one each at Kailashtilla and Kamta fields should go into 
production towards the end of this year. By then, present pro- 
duction capacity of 219 million cu. ft a day (ft/d) would also be 
increased to over 464 million ft/d. 
_ A study undertaken by the state-owned agency Petrobangla 
(in charge of exploration and development) with the help of 
_ Soviet experts indicated a high possibility of oil availability but, 
"despite a very high rate of success in exploratory drilling, such 
"activities have been sporadic due mainly to resource constraints. 
— At present Petrobangla is exploring for oil in the Sitakund 
_ area on its own with a Romanian rig — bought some time ago 
under Romanian credit — and is expected to drill down to 5,000 
-. The Netherlands-based Shell Oil Co. is the only foreign firm 
—imvolved under a production-sharing agreement signed in June, 
_ 1981. The company, through its Bangladesh subsidiary (100% 
: Shell-owned) known as Bangladesh Shell Petroleum (BSP), has 
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wells between 1973-76. We weren't lucky," Wimalasena said. 
— - Citco Sri Lanka Petroleum Corp. (Citco) of Houston Texas, 
-has invested more than US$7 million prospecting for oil in Sri 
-Lanka's offshore waters. Operating on a PSC reached in 1980, 
— Citco has been active in Block No. 11 in the Gulf of Mannar re- 
“gion but has now reduced its original 100% interest in the con- 
—eession to 50% by bringing in two new venture partners: An- 

darko Production Co. of the United States, 35%; and Reading 
-and Bates, also of the US, 15%. Citco drilled one 10,000 ft 
' exploratory well which was plugged and abandoned because it 
— was dry. CPC said that the total cost of the unsuccessful 

- exploratory well was US$6.6 million. The remainder of their in- 
_» westment was on seismics and magnetics. 

1. Aracca Petroleum Corp. and Sundance Oil International, 
_ both of the US, with venture partners including Citco, Andarko 
_ and Reading and Bates, have also sunk a 6,600-ft well, which 
~ had to be plugged and abandoned as it was dry, in Block No. 1 of 
- the Palk Bay area. These explorers with seismic options and the 
— right to a PSC spent US$5.8 million on their unsuccessful well. 
— Total investment in the two blocks they are prospecting runs in 
~ excess of US$6.5 million. 

—— CPC, under the current United National Party government, 
_ has preferred to keep a low profile for its oil exploration activity. 
ule agreements farming out concessions have been publicised 
- and the spudding of the dry wells received some exposure, the 
corporation has not indulged in propaganda suggesting that Sri 
1 was on the verge of emerging from its economic difficul- 
4 ties due to an oil strike. When Technoexport was drilling the 
_ early onshore wells during the previous Sri Lanka Freedom 
= Party administration, optimistic reports of imminent oil strikes, 
_ widely publicised, cost the government dearly. 
_ . Says Wimalasena: “Any immediate relief [for Sri Lanka's 
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. energy problems] by finding oil in our own shores is now remote. - 


— . We will have to rely on imported oil.” 
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already completed the seismic survey in the Chittagong Hill 
Tracts. It is expected to bring in its first well there in April next 
year. 

Earlier in 1974, six foreign oil companies — Japex (Japan), 
INA (Yugoslavia), Canadian Superior and three United States 
firms — Ashland, Arco and Union Oil — had leased out areas 
for offshore exploration in the Bay of Bengal and left in 1977. 

The firms conducted their own seismic surveys (copies of 
which were not given to the government), drilled five explora- 
tory wells (natural gas was found in one — offshore of Kutubdia 
island, near Cox's Bazar) and then left. One company, which 
leased out areas adjoining the Indian state of West Bengal, was 
harassed by the Indian navy while conducting the survey on the 
grounds that, in the absence of a maritime boundary agreement, 
Bangladesh should not have signed such an agreement. The 
offshore gas field has an estimated reserve of 1 trillion cu. ft. 

In the absence of any interest by foreign companies in oil ex- 
ploration, the Bangladesh Government decided to do the job it- 


_ self with the help of foreign assistance and has successfully dis- 


covered four more gas fields between 1980 and 1982. In addition 
to Sitakund, where an exploratory well was drilled by Petro- 
bangla in April, two more wells are to be drilled in Patharia and 
Fenchuganj, both in Sylhet district. Exploratory drilling in the 
Patharia structure would be taken up with a US$9.2 million soft- 
term loan received from Saudi Arabia. 

The French rig, bought recently under a French credit, should 
be used in Patharia. It can drill up to 5,000 ms: crew members to 
handle drilling have already been trained. 

Drilling of the Fenchuganj exploratory well is to be under- 
taken under a Fr 50 million (US$6.45 million) credit provided by 
the French Government whose agency, Institute Frangaise de 
Petroleum with the help of its gas exploration subsidiary, Bicip, 
will oversee the drilling operation. 


An urgent, 
vigorous search 
for oil/gas 


By M. C. Tun in Rangoon 
riven by an urgent need to raise oil production, which 
D: at about 24,500 barrels a day (b/d), to at least 
55,000 b/d — the quantity needed by its four oil refineries 
now operating below capacity — Burma has been engaged in a 
vigorous search for new oil deposits. The four-year economic 
plan for the period 1982-83 (April-March) to 1985-86, has speci- 
fically provided that exploration for and production of oil and 
minerals should be stepped up in order to achieve a 12.896 an- 
nual growth target for the mining sector. For the current 1983-84 
period, the government has planned an investment of Kyats 524 
million (US$68 million) for the sector. 
As under the Private Enterprises Law of 1977 “oil explora- 
tion, production and processing" is reserved to the state, explo- 
ration — both onshore and offshore — is not leased to private 
enterprise but monopolised by Myanma Oil Corp. (MOC), a 
state-owned concern, But for offshore exploration, MOC has 
made a special arrangement with the state-owned Japan Na- 
tional Oil Corp. (INOC) by which operations are to be under- 
taken by MOC jointly with the Burma Petroleum Development 
Co. (BPDC), a company founded in Tokyo in 1982 as a partner- — 
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A Saudi Arabian firm, S M Al-Hussainy Corp. has expressed 

its interest in a joint venture to explote the possibilities of oiland OIL EXPLORATION 83 
gas in Bangladesh. The firm’s representatives are expected to | 
visit Dhaka in the near future for preliminary discussions. The | petroleum exploration promotion project to identify prospec- 
Saudi corporation is known to have considerable experience in | tive exploration zones and, after analysing data obtained in the 
oil exploration. — past and at present, offer specific areas to prospective multi- 

Another seismic survey is to be conducted in the so-called | nationals for exploration. The project will inclucle: 
hinge zone, an area of 2,400 sq. kms in northwest Bangladesh. | » € "onducting a seismic survey of about 1,500 knas. 





with financial assistance from Britain (£5 million-US$7.60 mil- | » Establishment of a data-processing centre in Dhaka. 
lion) and West Germany (Dm 7.2 million-US$2.78 million). | » Determining proven reserves in at least six gas: fields. 
Survey work will begin in the dry season. The project will cost US$25.7 million of which US$23 million 


The World Bank has also signed an agreement to finance a | has been sanctioned by the World Bank which believes that a 
geological and geo- 
physical survey must 
precede exploratory 
drilling to induce for- 
eign oil companies back 
to explora tion. This was 
clearly explained and 
argued by World Bank 
experts in i ts publication 
— A Progr amme to Ac- 
celerate Petroleum Pro- 
duction in the Develop- 
ing Countries, which 
appeared in 1979, 
Bangladesh was most 
severely hit by the 
energy crisis which 
began almost im- 
mediately after its 
emergence as an inde- 
ndent country. Its oil 
import bill in 1973 was - 
only 7% of its total ex- 
ports earnings but it 
( i» - | rose dramatically to 
r . s 49% in 1980, 69% in 


Van-powered transport cannot stem the oil imports rise: from 7% of export earnin.gs in 1973 to 84% now. 84% in 1982-3 | 








ship between JNOC and a consortium of some 11 private Japan- | ond. Among exploration wells, 13 yielded varying quantities of 
ese oil firms. To finance its share of exploration costs, MOC ob- | oil and gas. In 1981, altogether 178 wells were drilled: 13 e 
tained a ¥3.7 billion (US$13.7 million) loan from JNOC under a ration and 160 production to a combined depth of 542,802 ft 
financial and technical assistance agreement signed in Rangoon usi ng 32 rigs. Five exploration and 102 production wells proved - 
in February 1982. BPDC has since been drilling with MOC in productive. 

offshore blocks known as M-2 and M-3 in the Gulf of Martaban, IResults of exploration drilling were encouraging — but hardly 
using the jack-up Trident I hired from Forex Neptune Interna- spectacular — in the three new oilfields at Tantabin in the Prome 
tional Inc. of Singapore. In February last, MOC announced the Va lley area, Kyontani in the Irrawaddy delta and Bees 
discovery of a "huge" natural-gas deposit in a 1,200-ft-thick ne:ar the ancient Burmese city of Pagan. At Tantabin (about 1 
miocene limestone formation in the gulf. It claimed that the gas- mi les north of Rangoon), tests have indicated the presence of an 
bearing column of this formation is of “economically significant 80CGO-ft limestone layer with estimated recoverable reserves of 68 
proportion" and over 400 ft in continuous thickness. Production mi llion barrels of oil and 668 million cu. ft of gas. Altogether 27 


tests of three sections of the column have resulted ina daily out- | we lls were drilled in 1982 of which 10 were productive, yielding 
put of 39 million cu. ft of natural gas. MOC added that this was | 60€) b/d of oil and 10 million cu. ft of gas a day at depths of over 
the first time natural gas had been discovered in a limestone re- 6,0 00 ft. 

servoir in Burma (previous discoveries offshore were made in ‘At Kyontani (about 90 miles northwest of Rangoon), three 
sandstone reservoirs). wie! (ls dug in 1982 produced only traces of natural gas. According 


to |!MOC, this field possesses a “prolific hydrocarbon reservoir” 

nshore, MOC is going it alone, concentrating geophysi- wit h reserves estimated at 543 million barrels oil and 814 million 
O- seismic and gravimetric surveysin three high-priority cu. ft of gas. At Tuywintaung, six of 10 wells dug proved pro- 
areas: the middle Irrawaddy basin comprising Mandalay, duc tive yielding 130 b/d of oil and 0.23 million cu. ft of gas a day. 
Sagaing and Magwe divisions in Upper Burma, the Prome Val- | Tests in this field have shown presence of oil and gas in three 
ley region in the south and the Irrawaddy delta further south. sarvdstone layers. The crude produced was reported to be free 
Altogether 19 survey teams have been working in the field in six- frorn sulphur and to have a 30.4 degree API (American Petro- 


monthly shifts. leurn Institute) gravity. Reserves have been estimated at 792 
For drilling operations, MOC has recently added two deep- | million barrels of oil and 396 million cu. ft of gas. 

drilling (for up to 12,000 ft) and about a dozen shallow-drilling E xploration drilling has been continuing in all these new fields 

rigs to its existing stock of 35 (mostly aging) rigs. The new rigs | dis overed in 1981. Two of them — Kyontani and Tuywintaung 

were bought from Mitsubishi of Japan with funds from the | — Liave been officially designated as “giant fields" by world 

** 31.5 billion multi-project loan taken from the Japan Overseas | stai» dards. MOC has claimed that apart from these three fields, 

Economic Cooperation Fund in October 1980. 35 o ther “promising structures" have been identified through 


Latest available official figures show that MOC drilled 144 | surveys and tests in the Irrawaddy delta — an area covering 
wells in 1982: 36 exploration and 108 production to a combined | abowit 15,000 sq. ms stretching from north to south right down to 
depth of 630,233 ft using 29 rigs in the first half and 35 in the sec- | the MAartaban coast. 
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By B Brian Robbins in RIS 
í gea he amount of oil and gas exploration activity under way 
M in Australia has slowed dramatically over the past 12 
JA. months. due largely to the slump in the sharemarket 
D ch has limited exploration companies’ ability to raise higsh- 
f binds. Seismic activity began to slow in the second half of 
2, a trend ‘which has continued. But indications are that t he 
limate for raising funds is slowly i improving. The oil-and-g as 
index of the A.ustralian sharemarkets is now standing at its hig h- 
zx evel since: January 1982 and there was recently an issue of 
toc in a new oil company, Australian Hydrocarbons NIL, 
ihich raised A$12 million (US$10.43 million) without any gre.at 
ffic ty. There are more new oil floats in the pipeline. 
B it while the tempo of oil and gas exploration is expected t o 
ii A up gradually over the next 12 months, domestic demand fcir 
E. 1 particular has slowed in line with the slowdown in 
om activity, which has created some problems. 
alia’s primary oil supplies come from the Gippsland 
nin n the: Bass Strait, where oilfields controlled by BHP and 
o, », a wholly owned unit of Exxon Corp., produced 120 million 
ar rre s of crude oil in the year to March 31, accounting for twi- 





ZEALAND 


By Colin James in Wellington 


il exploration has been hotting up in New Zealand ra is- 
3 irig — in some eyes — real prospects of a boom. Provid edl 
x the continuing low level of world oil prices does riot 
dampen the enthusiasm of foreign companies too much (and so 
ar, it appears not to have done) as much as NZ$1 billi on 
(US$¢ 49.31 million) may be spent on prospecting over the n:xt 
fou pears with, scismologists say, realistic prospects of a go od 
E Promising small finds have been discovered in Taranaki on 
pres «coast of North Island by the state-owned Petroleum 
. (Petrocorp). The McKee field, which is scheduled to 
! peg sir production by mid-1984, will produce 3,000 barrels a clay 
1), a little under 3% of the country's current consumption of 
5 110,000 b/d. 
— Since the McKee discovery in 1981 Petrocorp has drilleci ia 
eri ries of prospecting wells around it. Strikes in a string of we:lls 
— the latest at Pouri in April and Tuhua in May — appear to in- 
dicate what Minister of Energy Bill Birch calls a series of 
“bubbles,” small structures, which could boost total production 
d ii the Taranaki Basin field to double or more the McKee o utt- 
. Production testing of Pouri was completed in early July h aw- 
g produced 39,000 barrels, enough for a production flow: of 
| nore than 1,000 b/d. Pukemai, which in late July showed strorig 
i idications and Pouri are now estimated between them to p ro- 
vide another 3% of New Zealand's oil needs. Petrocorp has re- 
D enti y been granted a mining licence for McKee and plans; to 
"enc d N22) million on developing it to production stage m a k- 
ga iam outlay (including exploration) on the well to NZ $42 
iie other onshore exploration is currently in progress, 
ough a number of licences have been granted. Petrocorp has 
do ne some seismic work on the east coast of North Island rĘie:ar 
G sborne and prospecting licences have been granted to sev erral 
companies or consortia for areas around Petrocorp's Gisborne 
_ area. To the south, New Zealand Oil and Gas (NZOG) obtain ed 
a licence for a strip immediately to the east of McKee, but still 
| within Taranaki Basin. 
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thirds of Australia’s oil needs. There are still small levels of oil 
production from minor fields in the Surat Basin and Western 
Australia. 

Yet due to the sweet nature of Australian crude, iàports are 
still necessary to enable production of bitumen, fuel oil and the 
like which cannot be efficiently produced from Australian 
crude. But government sources suggest that there is a shortfall of 
between 40-50,000 barrels a day (b/d) of domestic production 
capacity when compared with domestic demand. 

The federal government is attempting to force local oil com- 
panies to raise their usage of domestic crude, by demanding that 
an extra levy be imposed on imported crude. The fall-off in de- 
mand for domestic crude could cost the government more than 
A$300 million in lost revenue — a cost it does not want to be 
forced to carry. 

But while the Bass Strait oilfields account for the bulk of Aus- 
tralia's oil production, this is a finite resource and subsequent 
exploration has only located comparatively small fields, which 
points to a chronic longer-term problem. Production from the 
Bass Strait fields was originally expected to begin to decline in 





z opes go up as oil prices stay low 


The main interest lies offshore, however. Again the im- 
mediate drilling activity is likely to centre on Taranaki Basin, in 
areas around the huge Shell/BP/Todd Maui gas fields discovered 
in 1970 and planned to provide half of New Zealand's motive 
fuel needs by 1987, mainly through a gas-to-petrol synthetic fuel 
plant at Motunui in north Taranaki. Petrocorp also holds the 
lion's share of offshore Taranaki prospecting. It is footing 40% 
of exploration costs in most cases and 20% in a number of 
others. 

Drilling activity in the areh should start in early September 
with the arrival of a semi-submersible rig, the Benreoch, to work 
for a consortium of four licence-holders — Petrocorp, NZOG, 
Tricentrol Oil Corp. and Diamond Shamrock. The rig has con- 
siderably greater operating capacity than those used previously 
in the area. Chartered from the Scottish firm, Atlantic Drilling, 
built in South Korea and due in New Zealand on September 5, 
the Benreoch is capable of operating in waters to a depth of 400 
ms and has a drilling depth capability of 7,600 ms. 

The first well, Moki 1, will be drilled in a concession directly to 
the south of the Maui field. It is close to the Maui 4 well which 
flowed around 600 b/d in 1970 but was not developed because it 
was deemed uncommercial at that time of low oil prices. 

Tricentrol, operator of the licence for Moki, considers the 
chances of a strike good. Apart from the presence of oil in Maui 
4, Tricentrol said earlier this year: "Recent studies have con- 
firmed the presence of source rocks capable of generating oil in 
the sedimentary sequence, while interpretation of the seismic 
work indicates the possibility of a significant structure." 

After Moki the rig will drill in a Shamrock-operated conces- 
sion to the northeast of Maui and then go to a Petrocorp conces- 
sion directly to the south of the commercially producing onshore 
Kapuni gas field. The fourth well will be drilled in NZOG's con- 
cession between Maui and the Shamrock concession. NZOG, 
which operates the concession through its subsidiary, Stewart 
Petroleum, says seismic work has shown a high prospectivity of a 
substantial structure. 

There has been some work off the west coast of South gore. 
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Y finding them t 
Other fields are very small | 
— never. compare with the r á 
- - Against this background, there are s major developments u cer 
„way which could result in domestic reserves.— and output — 
being bolstered. In the Cooper Basin, which lies about 1,000 

















the steady discovery of small oil and-gas 
fields over the past decade where exploration has been stimu- 
lated by rising oil price: 
jeet is virtually completi 
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1 S billion-plus i ard pro- 


he Cooper Basin alreac ly supplies both Adelaide and Syd- 
ney with natural gas and the discovery of a number of oil- 
fields has stimulated the partners to develop them as well. 
The Cooper Basin. Liquids Sc eme (as it is kaown), began pro- 
duction earlier this year. In the basin there are 14 gas fields and an 
extra six oilfields located to date. New facilities have been in- 
stalled with the capacit indle 30,000 b/d (crude) and 7,250 
kilolitres of natural gas liquids. In addition, the liquids pipeline 
linking the facilities with the coast has an 80, 000 b/d capacity. 
Principal partner lved in the Cooper Basin are Santos 
Ltd and CSR (through Delhi Petroleum). A sales agreement for 
liquefied petroleum gas (LPG), worth more than A$250 million, 
has already been siis ] with Idemitsu Kosan Co. for the supply 

















where Petrocorp and New Zealand Petroleum, a mainly United 
States-owned company, have licences. But the real oil is 
thought to be off the southeast coast of South Island. Hunt Inter- 
national, the US giant, claims seismic studies indicate two struc- 
tures in the Great South Basin, a large area to the southeast of 
Stewart Island, which could contain up to 2 billion barrels. The 
gealogy is said to be similar to that in Australia's highly produc- 
tive Bass Strait. 

A string of companies, including Shell/BP/Todd, Hunt, 
NZOG, Weeks International and Seahawk Oil Australia, hold 
or are involved in concessions in areas to tlie east or south of 


South Island. Most interest centres in the Great South Basin in 
which Hunt, its two New Zealand associated companies — 


Impel and Placid Oil — and Petrocorp are partners. 


The partners hope to begin drilling in September or October : 


when the rig Penrod 78 is due to arrive. There was a holdup 
_ while Hunt found a partner for its share, but after a frustrating 
search which included Mitsui Oil Exploration Co. of Japan and 
the state-owned Korean Petroleum Development Corp., it set- 


tled on Enserch of the US. An industrial dispute over the man- : 


ning of its support vessels was resolved in July. They will have 
. US captains but carry two New Zealand seamen paid at master's 
rates. 


is a New Zealand firm) has firm drilling plans. The con- 
sortium says it will drill two exploration wells within the 

next year at a cost of NZ$60 million in concessions to the east of 
Otago and Canterbury midway along South Island. 
But though the Great South Basin looks promising and — in 
the eyes of some involved — a bonanza that cannot be left untap- 
ped, some doubt that it will be profitably productive even if oil is 
located.. Rigs will have to operate in depths of up to 900 ms, in 


T o the north of the Hunt concession, Shell/BP/Todd (Todd 


swells up to 15 ms and in cold temperatures — conditions worse 


than in Britain's North Sea. 
Hunt began prospecting there in the mid-1970s and drilled 
seven wells before pulling out after a dispute with the govern- 
ment over a proposed NZ$3 a barrel levy. The government re- 
vised its policy i in 1979 and enshrined it in law in 1980. 
The situation now is that prospecting licences are issued — 


usually for five-year terms — by the minister of energy, some- 


. times with strings attached requiring wells to be drilled within a 





certain time. Most licences now in force have been issued since: 






the suthorisen | in aha a realis i 
— various exploration groups invol 
began to focus their attention . 
Eromanga Basin. Gas reserves be 
are contained in the Permian sequ 
lies above the Cooper Basin and e 
north and the east, lying in the younge 
quences. The first oil find in the ; 
Eromanga Basin was in 1927, but it was: 
that subsequent finds were located. — . 

The success rate on more recent work: 
Basin has been a high 65% in recent yee 
there have stimulated exploration acti 
Cooper-Eromanga Basin areas. There hav 
as the Jackson field in the western portion of Queen 
in situ reserves, well in excess of 40 million barrels, h: 
cated. | 

A number of cael sized eS. are n to. be 1 


“The j ackson field is is a case in IC athe a pipeli 


































oil is found, a work programme must be submitted. 
turned down by the minister if thought contrary to the 
interest or to good oilfield practice. Mining licences n 
turned down for similar reasons or revoked if the: lice ces 
does not proceed with exploitation. . 
Under the new policy the state, through Petroci rp 
the right to take up to 51% interest in a petroleum liscov 
pro rata payment of up to 40% of exploration costs an 
that must be exercised before exploration work begins 
such Petrocorp options are on 40: 51 basis, though s 
based on a 20:25.5 share. | 
Parties to the exploration have the right to recov 
exploration outlays as a prior charge against first prodi 
Royalties are to be charged at 12.5% of the selling valu 
on the fob value of the crude oil on the export market. $s 
different royalty provisions apply to gas. we 
The government's involvement is heavy — P e 
through its wholly owned subsidiary companies in dts e 
or with 20% or 40% shares in exploration activities of ot 
42 prospecting licences in force, Petrocorp on its own 
for four and has a stake in 14 others. Petrocorp’ E 
exploration totalled NZ$51 million last year and 
NZ$96 million this year made up of NZ$27 million onsh 
NZ$69 million offshore. 
NZOG is involved in four exploration licences. thr ü 
subsidiaries. Some other smaller New Zealand or pa 
Zealand companies are involved but the bulk of the prospe 
licence involvement — apart from Petrocorp and NZOG- 
foreign, principally US and British. Thus most non-Petrocor 
activity is foreign-financed. 
Petrocorp can be expected to be heavily involved in explo 
tion if the Maui and Kapuni gas experiences are anything 
by. Petrocorp has a 75% interest in New Zealand Syntheti 
Corp. which is to process Maui gas into petrol together. 
Mobil, which holds the other 25% through its wholly owned su! 
sidiary, Offshore Mining Co. Ltd. Petrocorp owns a half 
in Maui Development Ltd — which controls Maui gas — an 
quarter interest in Liquigas Ltd which distributes liquefied 
leum gas. It has a 51% interest in Petralgas Ltd (Albert: 
Chemicals has the other share), which operates a 1,20 
a-day stand-alone methanol plant at Waitara i in 





ammonia-urea fertiliser. Through its wholly 
pd it treats Kc puni gas for fuel am : 
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built across to Brisbane to exploit the field. While partners in- 
volved in this field initially rejected government pressure to 
build this line — preferring to build a much shorter and cheaper 
pipeline back to the main-treatment works at Moomba in the 
Cooper Basin — once this pipeline is completed, it will enable 
Other fields in the general area to be quickly developed as they 
are discovered. 

While the exploration potential of the Cooper Basin has been 
enhanced following re-assessment of the potential of the overly- 
ing Eromanga Basin, the other area which has also excited a 
number of explorers is the Blina oilfield, located in the onshore 
Canning Basin region of the northern section of Western Aus- 
tralia. The interest here lies in the fact that the field is contained 
in Devonian reef structures — the sole such structure located to 
date in Australia — which are large producers in the United 
States. (The Western Australian government has adopted a 
hard-line stance on exploration groups which have been unable 
to complete their exploration programmes on allocated blocks 


— due to the lack of funds — and is simply refusing to grant time 
extensions and forcing partners to relinquish areas they hold.) 

Here, production of between 800- 1,000 b/d is planned to com- 
mence about September this year. When the Blina field was first 
dicovered three years ago, it caused enormous interest in explo- 
ration circles and a number of major claims were made about the 
potential large size of the field. But it turned out to be much 
smaller than originally envisaged, with estimated recoverable 
reserves of only 2-3 million barrels. Further small fields are ex- 
pected to be located in the basin following further exploration 
though, at this stage, the discovery of major fields is not consi- 
dered likely. 


in Australia. All oil and gas discoveries made in onshore 

basins to date involve very small fields, which can pri- 
marily justify development due to their number and proximity to 
each other. Exploration work continues in the Surat Basin in 
eastern Queensland but the fields are small and, thanks to 
established infrastructure and strong demand for the gas in 
particular — the main hydrocarbon present — these nu- 
merous small fields have proved economical for their discover- 
ers. 

With the limited size of onshore fields to date, coupled with 
the remoteness of some (such as the Mereenie oilfield and the 
Palm Valley gasfield, which are both in the Amadeus Basin in 
central Australia, were found almost 20 years ago and are only 


76 


T his, in fact, is the dominant feature of oil and gas reserves 


Towing a rig to the Northwest Shelf: the main thrust for big oil and gas fields is offshore. 


now in sight of development on a small scale), the main explora- 
tion thrust for big oil and gas fields is offshore. 

In the Bass Strait, a number of exploration permit areas for- 
merly held by the BHP/Esso consortium came up for re-tender 
in recent years, but the latest round of drilling has proved to be 
disappointing: only Basker 1, which is being drilled by a consor- 
tium led by Shell Australia, has encountered encouraging flows. 
The structure itself is not large and the reservoir zones are thin, 
but flows of between 2,300-5,700 b/d (plus associated gas) have 
been encountered. 

Further drilling needs to be carried out to confirm its 
economic viability (especially given the water depth of 160 ms), 
but its closeness to the Flounder Field, 20 kms away, may enable 
this field to be developed, pending the size of the total resource 
outlined. 

There have been several wells drilled in the Bass Strait area 
over the past 12 months, but the Basker find is the first one of 
any substance located in the latest round of drilling. The other 
major offshore hydrocarbon area is off the northern coastline of 
Western Australia. The much-vaunted Northwest Shelf Project 
is still being developed, even though no firm liquefied natural 
gas (LNG) sales contracts have been 
signed with Japanese utilities. 

The first phase of the project, 
which is to produce gas for domes- 
tic consumption, is well advanced but 
work on the second phase — for the 
export of LNG — is delayed pending 
the outcome of the negotiations. 
Originally the second phase was 
expected to be in production by 
about 1987, but the downturn in 
energy forecasts by Japanese utilities 
will result in the second phase of the 
development not being brought into 
production until about 1990 and even 
then possibly on a reduced scale. This 
project is aimed at tapping gas re- 
serves of the Exmouth Plateau, an 
area which has proven to be highly 
gas-prone but with precious little 
oil. 

A little further south, drilling is 
under way near Barrow Island, where 
there have been three highly en- 
couraging oil discoveries from Cher- 
vil No. 1, South Pepper No. 1 and 
North Herald No. 1 wells. The 
partners are already talking in terms 
of two of the three fields being economic, though no official esti- 
mates on the size of the recoverable reserves have been made. 
But again, the size of the fields will be small with total recovera- 
ble reserves expected to be 50 million barrels or less. The advan- 
tage of these fields is that they are located in relatively shallow 
water, which will enhance their development potential. 

Exploration here is being led by Mesa Australia and, accord- 
ing to the 1982 Australian Petroleum Exploration Association 
(APEA) annual report, drilling activity reached a new record 
that year, with 230 wells in total (186 onshore and 44 offshore) 
drilled. The cost was more than A$1 billion with the very high 
success rate of 4576, though this was inflated due to appraisal 
drilling under way in the Cooper Basin and on Barrow Island. 
But while drilling peaked last year, the fall-off in seismic acti- 
vity augers badly for 1983. In the first six months, only 79 ex- 
ploration wells were completed, compared with 108 wells in the 
same period last year. The APEA forecast that less than 200 
wells — possibly as few as 160 wells — would be drilled this 
year. 

. The amount of seismic shot in the first quarter of the 1983 
calendar year fell heavily, though this was largely due to much 
heavier rains during the wet season than have been experienced 
in recent years. But even so, the overall amount of seismic shot 
in the first half was still very low and, even with the recent pick- 
up in the sharemarket, it is expected to be a little while yet be- 
fore capital raisings are completed and then translated into 
further exploration activity. 
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Mobil Oil Indonesia, Inc. 


Postal Address: Post Bag 400, Jakarta Pusat, Jakarta, Indonesia. 
Office Address: Ratu Plaza, Jin Jenderal Sudirman, Senayan, Jakarta, Indonesia. 
Tel: 711211 Telex: 47431 MOI IA 












à in.on and under water 


- World-wide activities of the 
- Smit International Group: 
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ocean towage — salvage — rescue — harbour 

yage — anchorhandling — wreck removal — 

> expertise — diving — heavy and high lift 
erations — pontoon transportation — underwater 
s rv anchor-laying and buoy installation — 

ces to coastal cable — and pipe-laying 
“Operations — moorings — cargo recovery — 

T transportation and positioning of large structures or 
— caissons — services to the fabrication of floating 

— concrete structures — preservation of machinery 
—- A against water damage — supply services — 
shipdelivery. 
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shaping the growing 
economic, financial and 


political power of Asia. 


The phenomenon of growth in the 
Far East is no secret. 

It is constantly discussed and analysed 
from the universities to the public media to 
corporate boardrooms throughout the world. 

Yet, it often goes unnoticed that 
Asia's economic miracle would have been 
impossible without remarkable leadership. 

Not just political 
leadership. But leader- 
ship at every level of each 
society in the region. The people 
who are shaping the future in the countries 
of ASEAN, in Japan and Hong Kong are 
businessmen, bankers and community leaders 
of rare quality. 

Yet leadership in the oriental world is 
not the strident, high-profile performance we 
are used to in the West. 

These are subtle, sophisticated men who 
often prefer to know rather than be known. 

In order to talk to Asia's powerful 
decision -makers, you first have to find them. 

Fortunately, your task is a lot easier 
than it may seem. 

Because there is one publication, and 
only one, that consistently reaches the 


‘Talk to them through 
*the Review. 


largest concentration of top people in Asia. 

The Far Eastern Economic Review. 

You can compare circulations with 
other magazines but that would be misleading. 
Because while some of those publications may 
be reaching Asians at all levels, only the Review 
goes straight to the top, and only to the top. 

The Review forms a vital bond of shared 

knowledge in a region 
that is geographically 
and socially fragmented. 
So naturally, it is indispensable for 
anyone needing a consistent, reliable source of 
in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia's growth. 


FAR EASTERN ECONOMIC 


l'EVICW 


For Advertisers who take Asia seriously. 





96% of Review subscribers are in business, the professions or government. 
6196 of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 

6896 of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles III available on request 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497 













coise podes r adon 
Paris. Ffr 65 (US$8. 60). 


| The China-Cambodia-Vi tna a n 
^' by Wilfred Burchett. - 
‘Chicago, and Zed | 
USS. 95. i ; 


THE; vears 1978-80: w urticularly hard 
for Vietnam: Chinese aic halted, boat 
-people started to emerge in droves and the 
. invasion of Cambodia began, as did the 
border conflict with China and Vietnam 
faced economic embargo by the Western 
world. It also had tc vith disastrous 
floods in the Mekon E 

These two book 
period, albeit ir 
however, offer vie 
sympathétic to the 
Hanoi. Francoise Ci 
Vietnamiennes au Quot 
writer also published in 
cannot expect much er 
the wav life is organised by the Com- 
munist Party of Vietnam. Still, this does 
-not mean that her book is just a piece of 
uninteresting propaganda. 

She describes Vietnam as a society 
deeply stricken by poverty and war. She 
goes into the emotional stress suffered 
when men are separated from their 
families to serve in Cambodia or on the 
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The Japanese Inside Out by Roger Pul- 
vers. Nihon Honyakuka Yosei Centre 
Co., Tokyo. ** 1,200 (US$5). 


ROGER Pulvers is one of nature's poly- 
glottal cosmopolitans: his family came 
from Eastern Europe; he grew up in the 
United States, started his career in Japan 
and became a prolific playwright, 
novelist, scholar and translator in Austra- 
lia. He speaks, reads and writes Russian, 
Polish and Japanese and, when speaking | 
about Australians, refers to “we.” 
Given this melting-pot background it is 
only logical that he should take the univer- 
sal approach to his studies of other cul- 
tures; he seeks the common human factor 
in people rather than the cultural differ- 
ences. He calls himself “a fanatical trans- 
lator" and believes that despite the differ- 
ent sounds, gestures, tastes and manners, 
we are really all the same. 
This is an attractive notion with which, 
at a basic level, it is hard to disagree. It is 


an especially attractive way to approach |. 
Rp, $0 o often thought — by gaijin a as aps E. 
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SOCIOLOGY 


An intellectual walk on the: 
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| people, without hiding its shortcomings. 
| This is clearly the case when she writes 


| mainly concerned with language. Not so 


Sicilian peasant would, at first sight, have 





shortage 0 ff menc cause ed e alinost 40 years 
of war. Another problem she mentions is 
the huge number of handicapped people 
as a result of the French and American 
wars, 

Corréze is very interested i in the posi- 
tion of women in present-day Vietnam. 
Although she finds their situation much 
improved, she suggests that they still have 
a long way to go. She writes with a great 
deal of sympathy for the country and its 


about women, but also when she deals 
with the problems in health care or those 
caused by bureaucracy. What the book 
certainly lacks is a review of the problems 
people have with the authorities. The 
tragedy of the boat people is simply ig- 
nored and one looks in vain for an analysis 
of modern Vietnamese society. — 

The China-Cambodia- Vietnam Triangle 
by the Australian journalist. Wilfred 
Burchett also presents a view from 
Hanoi. As is to be expected from this 
fellow-traveller. his 32nd book is a parti- 
san effort, which entirely supports the 
Vietnamese appreciation of the Cam- 
bodia conflict. One wonders what Bur- 
chett would make now of his book, written 
in 1976 with. Rewi Alley — China: The 


Quality of Life — which paints a picture of 


Maoist China as a society which has solved 
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missi ng in nthe book are fh 
Pen Sovan and Heng Samrin 
Pol Pot resistance. | 
The book clearly shows that 
not the maverick he was once 
be, but is now more concernéd wit 
ing the drum forhiscurrent paradis 
at the same time, tryingto defend 
vious positions. - — WILLY va 









vild side 


every rule. Pulvers ably tears this myth to 
pieces. 

Although the book is filled with per- 
sonal anecdotes and observations on any- 
thing from local mating habits to good 
food in the back-streets of Osaka, it is 





much the standard, middle-class NHK Ja- 
panese of the capital, as the muddy 
dialects of the provinces and the slang. of 
the urban underworld. 

Presumably, it is not just personal taste 
that prompted Pulvers to dig his spade in 
the muddiest aspects of Japanese culture. 
The “higher” the culture: the more it con- 
ceals the common humanity he seeks. A 


more in common with his Oriental coun- 
terpart than, say, a lawyer or philosopher. 
Less hampered by preconceived notions 
of what foreigners are supposed to be like, 
he will be more inclined to treat them as 
human beings. 


In one chapter Pulvers compares theat- 
_ mosphere in the dressing rooms of differ- 

ent types of Japanese IRI from the 2 | 
| stere, exclusive air of. | 


i surely deserves a much. wider em 
than the English- OME ES p E 








to the messy, bawdy changing rò 
variety halls. He feels m more at hor 
latter. o 
Pulvers offers a view: vott 

which is perhaps new to many f 
who are more used to the buttone 
humourlessly smiling, official: f 
Japan. Indeed, one of the great m 
the book is that it proves, once and t 
that the Japanese do indeed have a 
of humour. A somewhat basic t 
perhaps, but then, in the comm 
factor, far rts redes louder: ay 





ier corners of Tapati; 
Japanese at their best - 
some grey areas. One is th 
for the common - — “in n both.se 


Moe: serious is the risk ot overkill 
tural slumming can result in too 
a view of the so-called common pe 
especially in the case of a true intell 
such as Pulvers. But all the same, 
one of the most thought-provoking 
written by any foreigner on. 
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New Delhi opts for ¢ a reduced drawdown of IMF funds 


india passes the bucks 


By Mohgn Ram 
New Delhi: India has not asked the Inter- 
tional Monetary Fund for its full entitle- 
t ment of 1.5 billion special drawing rights, 
o E. (US$1.56 billion), as the third in- 
stalment of the SDRs 5 billion loan it se- 
cu red i in November 1981 under the IMF's 
Extended Fund Facility to overcome a ba- 
lance-of- “payments crisis, New Delhi has 
‘cut down its drawing from the third and 
penultimate instalment to SDRs 1.2 bil- 
li on, reflecting the short-term success of 
the policy measures it took to stave off a 
payments crisis, though a longer-term 
payments problem remains. India’s action 
wi marginally help the IMF's own liquid- 
i y position. 
__Intheory, New Delhi still has SDRs 1.1 
billion to draw in the final tranche of the 
Joan next year, but if all goes well, will be 
Ed able to do with only 80% of the total con- 
acted amount of the loan. The money 
as sought as a three-year cushion to re- 
s cture the economy in the medium 
pem and to overcome a trade gap and re- 
sulting balance-of-payments crisis. The 


- - - 


“fos n provoked considerable criticism in 


the United States Congress, which wanted 
tougher conditionality, and it is generally 


accepted that India secured the funds just 


in time, given, the subsequent problems in 
Latin America which have caused a heavy 
drain on IMF funds. 
- India's decision is viewed as significant 


; ‘in IMF and other circles because it is one 


of the very few IMF borrowers which has 
not drawn down its full entitlement to 


| fu inds from that institution, at a time when 
fm oubled Third World nations — in Latin 


America and elsewhere — have been 
clamouring for very much more than they 


4 ere scheduled to receive. 


The IMF board, which approved the 
latest instalment in July, was happy with 
‘India’s measures and policies to achieve 
the objective of the loan and India has 


promised to review with the board the 
| progress made in implementing the loan 
| j programme. ' 


- In 1980-81, India felt the full impact of 
the sharp rise in oil prices the previous 
year. Its trade deficit rose from Rs 25.63 


Lt dillion (US$2.59 billion) in 1979-80 to Rs 


3.13 billion in 1980-81. With exports at 


| F 67.11 billion, the payments deficit for 
1980-81 was Rs 20 billion, while foreign- 
; exchange reserves dropped from Rs 51.63 


billion to Rs 48.22 billion. India knew that 


= with the slowdown in labour-intensive 
X construction projects in the Middle East, 
remittances from migrant workers would 
taper off and the reserves would quickly 
. be eroded. 


. The country faced near DAQRTUDIEY, in 
80 — l0 


just 30 months, So it sought the IMF loan 
to more than double its reserves and effect 
structural changes needed to bring exter- 
nal payments into line with reserves. It is 
known that the IMF, before clearing the 
loan, had secured a broad commitment 
that included tax reforms and incentives 
for savings, cuts in public spending, revi- 
sion of pricing policies, incentives for in- 
vestment, rationalisation of labour laws, 
export promotion, liberalisation of im- 
ports to help production and stepped-up 
resource mobilisation. 

But India has been maintaining that the 
loan was not tied in any way and that it had 
not capitulated to the demands of the 
IMF. Rather it knew what was good for 
the economy anyway and it just happened 
that the IMF was thinking along similar 
lines. 

A series of measures preceding the loan 
was in fact part of the undisclosed condi- 
tionality. They included higher interest 
rates on bank deposits, a rise in railway 
freight rates and postal tariffs and higher 
administered (that is, government-con- 
trolled) prices for oil, coal and steel. The 
trend continued in 1982-83 after the loan 
was obtained. Money and bank credit ex- 
pansion were held within the ceiling pre- 
scribed by the IMF and inflation was also 
contained at the level advised by the fund. 

Tax concessions and higher interest 
rates on deposits and. debentures were 





INDUSTRIAL POLICIES 


aimed at stimulating savings and invest- 
ments. Railway and communications 
tariffs and controlled prices of com- 
modities were revised upwards (and the 
benefit of the Opec price cut was not pass- 
ed on to the consumer) to augment public 
revenues so that investment could be in- 
creased. 


ut it has not all been smooth sailing. 

The squeeze in 1981-82 to conform to 
the limits the IMF had set on credit expan- 
sion helped keep inflation in check but 
caused sectoral recession in industry from 
which there has not yet been a complete re- 
covery. Liberalisation of imports, meant 
to make domestic products more competi- 
tive in the international market, led to 
production cuts in polyester and viscose 
fibre and in the steel industry. And the 
commitment to follow a "realistic" ex- 
change-rate policy resulted in an un- 
declared devaluation of the rupee vis-à-vis 
the US dollar in stages, aggregating more 
than 15% over three years. 

The export performance has been most 
disappointing. The rise in exports from Rs 
77.96 billion in 1981-82 to an estimated Rs 
9] billion in 1982-83 is misleading for it in- 
cludes Rs 13 billion from the swap of 6 mil- 
lion tonnes of Bombay High crude oil for a 
quality India cannot refine. (As India's re- 
fineries cannot handle all the heavy-grade 
crude produced by Bombay High, part of 


All together now 


Asean private investors resolve disagreements 
over a programme for joint-venture projects 


By K. Das 
Kuala Lumpur: Compromises have saved 
the Asean Industrial Joint Venture 


(AIJV) project from collapsing. Disagree- 
ment over a crucial provision of the draft 
agreement for the project, initiated three 
years ago by the private-sector Asean 
Chamber of Commerce and Industry 
(ACCI) to promote industrial coopera- 
tion among private investors in the region, 
was resolved at a recent meeting of the 
ACCI council here. — 

The proposal was that any product 
made by a venture at least 51% held by 
two or more Asean-controlled companies 
would qualify for a tariff reduction in any 
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two member countries agreeing to it. At 
the end of three years, the product would 
automatically qualify for tariff preference 
in all five Asean countries. 

Malaysia's Chamber of Commerce and 
Industry had earlier disagreed with the 
three-year period after which all markets 
would grant preferential treatment to a 
given AIJV product, viewing the period as 
a limit which does not amply reward joint- 
venture proponents. Also, Malaysia ar- 
gued that it was unfair to force the original 


participants to grant preferential treat- 


ment to the other members which had no 
involvement in the project's early stages. 
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this is shipped to the Gulf countries on be- 
half of third-country buyers for refining. 
In turn, India receives light crude for re- 
fining. This situation is expected to end in 
the medium term;.when India has suffi- 
cient heavy-crude refining capacity.) If 
this is excluded, growth in exports was a 
negligible 2-3% . The trade deficit of Rs 51 
billion is less than the Rs 60 billion the 
IMF had forecast for the year, but this was 
due to various factors. 

India's increased crude-oil production 
and the cut in Opec prices together saved 
Rs 24 billion in imports. Besides, other 
imports (cement, steel and fertiliser) were 
pruned. The trade deficit was narrowed by 
a mere Rs 4 billion despite all this — and 
the non-oil import gap has actually widen- 
ed despite cuts in certain import items. 

The fact that India did not utilise the 
third IMF loan instalment in full does not 
necessarily suggest a significant improve- 
ment in the balance-of-payments position 
in coming years. The IMF loan and com- 
mercial borrowings have merely saved 
India from near-bankruptcy and post- 
poned the payments crunch. 

At the end of January this year, foreign- 
exchange reserves stood at Rs 36.82 bil- 
lion against Rs 51.63 billion at the end of 
March 1981. This reflects the large cur- 
rent-account deficit, despite the IMF loan 
and other borrowings abroad. It is doubt- 
ful whether India can narrow its trade gap 
(56% of total exports in 1982-83) substan- 
tially by the end of 1985 when the IMF 
loan will have run out. 

It is estimated that India’s repayment 
burden will rise sharply after 1985 and it 
will have to find US$10-12 billion to meet 
its repayment and interest obligations by 
the end of the decade. This can only mean 
another round of borrowing. n 


Another sticking point was a veto 
power sought by Malaysia for those coun- 
tries participating in the limited joint ven- 
tures. Also, Indonesia felt automatic and 
compulsory participation would be unfair 
because it has the biggest market among 
the five Asean members. 

The ACCI council's meeting in early 
August agreed that the three-year limit 
would be observed. However, participa- 
tion by non-partners would be voluntary. 
There would be no veto power for the 
original partners. 

So far, 21 projects have been proposed 
for the AIJV programme, mainly at the 
suggestion of the Thai Chamber of Com- 
merce. These projects would include 
fluorocarbons, magnesium clinker, sec- 
urity paper, mini-tractors, temperature- 
control devices, tentalum capacitors, rub- 
ber cement, car parts, tennis balls, frit (an 
ingredient for ceramicware finishing), fur- 
niture, wall and floor tiles and sanitary- 
ware. 

The most advanced at the moment is 
frit, with Thailand, Malaysia and the 


I FAR EASTERN ECONOMIC REVIEW e AUGUST 25, 1983 








ENERGY 


All: steamed up 


New fino from the UN and Italy is ex 
hina's geothermal-energy 


accelerate 


By Ted Morello 
New York: With financial backing from 
the Italian Government, China's fledgel- 
ing geothermal-energy programme will be 
accelerated at three sites under funding 
contracts signed here recently by the Unit- 
ed Nations and two Italian corporations. 

The agreements, covering external 
financing of about US$10 million, provide 
for the Italian companies — Ente 
Nazionale per Energia Elettrica (Enel) 
and Eni-Aquater — to help harness, deve- 
lop and expand the use of the energy po- 
tential locked in underground geothermal 
reservoirs near Peking and Tianjin and in 
the autonomous region of Tibet. 

The contracts were signed by Encl's 
Franco Ariatti, Aquater's Marino Moretti 
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Philippines as partners. The ACCI secret- 
ary-general, Ah-Ram  Kotikula, said 
about a quarter of the 21 proposed pro- 
jects are ready for quick take-off once 
basic agreement ðn the AIJV programme 
is reached. Also watching developments 
are the various Asean industry clubs 
which have their own complementation 
programmes. 

The agreement reached in Kuala Lum- 
pur will now be presented for endorse- 
ment at government level when the Com- 
mittee on Industries, Minerals and Energy 
(Coime) meets in Manila this month. The 
Philippine Chamber of Commerce and In- 
dustry will represent the ACCT at the 
Manila meeting and convey the decision 
to the committee. Tf Coime endorses the 
ACCI agreement, it would be submitted 
to the Asean economic ministers when 
they meet in Bangkok in October. The 
final ratification. should take place in 
Jakarta next February at the Asean 
foreign ministers’ conference. ACCI 
sources said the first AIJV projects should 
take off by April. 








and the UN's Nicky Beredjick, director of | 
the programme-support division of the de- - 
partment of Technical Cooperation for - 
Development (TCD). 


The Italian Government is putting P 
US$9.09 million, with the UN Develop- 
the UN system's cen- — 


ment Programme 
tral aid-giving organisation — contribut- — 
ing US$1.02 million. In addition, China 
has allocated Rmb 39.1 million (US$19.6 ` 
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million) to the undertaking. "2 

TCD officials said this is the first time — 
the UN has been involved in geothermal- - 
energy development in China, though the — 


Peking government has carried out some - 


preliminary work on its own at the sitesco- — — 


vered by the Italian contracts. The new 
programme will centre on defining the 


geographic extent and capacity of the - 


geothermal reservoirs and determining | 
what kinds of projects are most suited to 
the sites. On the basis of the findings, a 


UN official explained, the Peking govern- ` 
ment will be in a position to move into the — 


pre-investment stage of development. — 


Bi Jilong, the UN'sundersecretary-gen- 


J 
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eral for TCD and himself a Chinese na- 


tional, said at the July contract-signing 
ceremony that for more than two decades 
the UN has been helping Third World | 
countries to exploit their geothermal re- 
sources as a step towards greater self-re- 
liance in energy production. | 


, However, most of the UN's work has — 
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been in the volcanic regions of Central —— 
America and Africa. The China undertak-. 


ing is only the TCD's third in Asia, UN 
aides said. In the Philippines, the UN is 
helping the government with programmes 
aimed primarily at finding and delineating 
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the extent of new volcanic fields and _ 


strengthening national institutions related 
to geothermal-energy development 
(REVIEW, July 21). The TCD also assisted 
India in the early stages of the country’s 
geothermal-energy programme. 
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By Gene Gregory 
- Tokyo: Among the technological changes 
© Of the 1980s, the current wave of innova- 
tion in fine ceramics will be among the 
€ most far-reaching. Once again, a 
technological revolution spurred by basic 
— research for the United States’ space pro- 
— gramme and advanced electronics seems 
b to be having its greatest immediate impact 
on Japanese industry. 
— — [n the fastest growth fields of fine- 
= ceramic applications, integrated-circuit 
(IC) packaging and ferrites, Japanese 
makers are virtually uncontested in world 
markets. (Ferrites, powdered, compress- 
ed and sintered ferric oxide combined 
— with other metals to obtain high magnetic 
y: and resistive properties, are used in a wide 
— variety of electronic applications.) In IC 
— packaging, industry pioneer Kyocera 
‘alone reportedly supplies about 75% of 
-world demand and other Japanese firms 
— account for most of the remainder. In the 
— last half of the 1970s, leading Japanese 
manufacturers of IC packages, piezoelec- 
tric ceramics — materials with properties 
similar to certain natural crystals, used, 
| for example, for sound generation — and 
j^ ceramic capacitors were doubling output 
every two to three years. 
h Patent applications for new develop- 
~ ments in fine-ceramic technology had 
— reached 827 by 1980 and climbed to 997 in 
1981 as an increasing number of com- 
- panies sought new growth opportunities in 
= à basic material that is destined to replace 
metals — and eventually plastics — in an 
ever-widening field of utility. 

Statistics on actual production of fine- 
ceramic products in Japan vary widely, 
since many are used by makers in end-pro- 
duct manufacture (spark plugs, for exam- 
ple) and product classifications are still 
not standardised. Conservative estimates 
by Japan's Ministry of International Trade 
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hen science imitates art 


n turns its millenium-old ceramics ex 
ustry with seemingly limitless potential for growth 


rience into a frontier 


and Industry (Miti), however, place fine- 
ceramics output at approximately ¥300 
billion (US$1.2 billion) a year at the be- 
ginning of the 1980s, while the Yano Re- 
search Institute reports total fine-ceramics 
production of ¥410 billion for 1981, based 
on its independent survey of some 85% of 
the firms in the industry. And in its recent 
analysis of the industry, the Nikko Re- 
search Institute forecast sales of fine 
ceramics in 1985 of Y 700 billion. 

Almost certainly, official estimates of 
the industry's growth seem likely to be 
overreached. If the Yano findings are cor- 
rect, 1981 output had already surpassed 
projections of the Long-Term Credit 
Bank (LTCB) for 1985, while the bank's 
forecast of Y 900 billion in fine-ceramics 
production in 1990 may be exceeded by 
the middle of the decade. But even at the 
growth rates projected by the LTCB, fine- 
ceramics output during the remainder of 
this decade will be higher than that of 
word processors, facsimile equipment, in- 
dustrial robots, carbon fibre and fibre op- 
tics. 


he truth of the matter is that no one can 
accurately estimate the amplitude of 
change this revolution in basic materials 
will bring in the remainder of the 1980s 
and in the 1990s. In electronics alone, new 
ceramic applications are being announced 
at a quickening pace. In the first two years 
of this decade, Matsushita Electric, 
Toshiba Corp. and TDK Electronics each 
applied for more than 100 patents cover- 
ing fine-ceramics inventions and estab- 
lished leaders in the field, such as Murata 
Manufacturing and Toshiba Ceramics, 
continue to diversify into new fine- 
ceramics production. 
Demand for electro-optical ceramics is 
expanding in consumer electronics, com- 


puters and communications-equipment 
production by geometric proportions: 
magnetic iron oxide for facsimile equip- 
ment and video tape-recorder tapes, 
gadolinium-gallium-garnet, or GGG crys- 
tals for magnetic-bubble substrates for use 
in the next computer generation and vari- 
ous materials used in very large-scale IC 
production. 

But as important as these developments 
in semiconductor and other electronics 
applications are for the immediate and 
medium-term growth of fine-ceramics 
output, the take-off is vet to come — when 
technology currently being perfected 
makes possible the replacement of iron 
and steel in automotive engines and an in- 
creasing number of machinery parts. 

The basic economics of fine ceramics 1s 
sufficiently compelling to propel- a 
technological revolution that will alter the 
structures of the materials industry and 
the geographical patterns of materials 
supply. Ceramic materials are generally 
more abundant and evenly distributed 
throughout the earth’s crust than conven- 
tional metals used in modern industry; 
many alumina and silicon ceramic mate- 
rials are plentiful in Japan, which is other- 
wise poor in natural resources. Their re- 
finement and downstream fabrication 
tend to require relatively less energy than 
metals, need not be located in congested 
industrial areas and are less polluting. 

In addition, the qualities of many 
ceramic materials are superior in a 
number of industrial applications, result- 
ing in economies in materials and energy 
as well as products (such as spacecraft, for 
instance) that cannot be made of conven- 
tional metals. Meanwhile, down-to-earth 
applications in automotive engines will 
not only mean lighter and more fuel-effi- 
cient vehicles, they will also bring about 
changes in suppliers of engines and their 
production in different locations. 

These changes are not far-off, specula- 
tive developments. Their pace is being 
quickened by the increasingly fierce com- 
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Ae these de 'elopm rents are im- 
portant in themselves, the pay-off is 
likely to come from mass- production ap- 
plications for automotive e engines. Major 
features of these new engines are already 
identifiable: — . 

> 6096 less ther mal conductivity than pre- 
sent engines, 

» Ihe elimination of radiator systems, 

» No need for lubricants. 

» Increased fuel efficiency as a result of 
more complete combustion at higher tem- 
peratures. 

Together with the introduction of. car- 
bon-fibre-reinforced plastics, the new 
ceramics will therefore hasten the replace- 
ment of conventional metals used in 
motor vehicles. The amount of steel used 
ina 1990 car will be 20-30% less than in 
those. of 1975, according to present esti- 
mates, while iron consumption per car 1s 
expected to fall by as much as two-thirds. 

Before fine ceramics are used as struc- 
tural materials, however, several critical 
problems must be solved. Heat-resistant 
properties must be improved for use in en- 
gines operating at high temperatures, But 
more difficult vet are remedies for brittle- 
ness, which is the common property of 
conventional ceramics. One way to over- 
come this involves the use of non-oxidised 
raw materials, such as silicon nitride and 
silicon carbide. Other possibilities lie in 
the direction of using binders for fastening 
together cen mi » particles in the sintering 
process. - y 

Solutions to these problems are espe- 
cially intractable.in manufacturing. In ad- 
dition, mass production of ceramic pro- 
ducts is » charac e ised by. bo ae of | 
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- duced in the same kiln — can 
have 


- working ceramics is difficult 





trolled rather precisely in pre- 
refining methods, 
ceramics — even those pro- 


strength differentials 
as great as 30-40%. To com- 
plicate matters, cutting and 


because the material is so 
hard; and detection of faults is 
much more difficult than in 
metals. 

- Since in mass production it is 

ital to avoid using too much 
labour to overcome such pro- 
blems, (and given, in addition, 
the increasing competition to 
develop new ceramic materials), 
manufacturers are concentrat- 
ing increasing amounts of re- 
sources on the perfection of the 


best and lowest-cost production techniques. 


Current manufacturing methods allow 


only three to four cycles of the sinter- 
Ang process a day, in furnaces of limited 
size, and entail costs of Y 20,000 per kg., 


which is far too expensive for use in au- 
tomotive engines which are currently pro- 
duced of steel costing ¥60 a kg. Before 
fine ceramics for these mass-produced ap- 
plications become competitive, costs will 
have to be reduced to X 5,000 a kg., or 
less. 

Some cost reduction has been attained 
by eliminating pressurisation and sinter- 
ing at normal temperatures. Improved 
techniques have resulted in product qual- 
ity comparable with that formerly attaina- 
ble only with expensive pressurised firing 
processes. Asahi Glass Co., for one, al- 
ready has succeeded in commercially pro- 
ducing ceramics by normal-pressure sin- 
tering, with a strength approaching 90 kg. 
per sq. mm., more than sufficient for most 
machine parts. Its products are now being 
used on conveyor rollers in steel-rolling 
mills and are expected to find wider appli- 
cations as production costs fall. 

New structural, or engineering, 
ceramics have recently been developed by 
other Japanese makers using special pro- 
duction mojhods with high-purity pow- 
ders. These "Inethods are in three states, 
often performed by different manufactur- 
ers in the production chain: 

» Ceramic-powder production: various 
oxides and non-oxide compounds of 
aluminium, silicon, zirconium, boron and 
other metallic elements are synthetically 
made for specific types of products and ap- 
plications. 

>» Mixing and sintering under various 
pressures and chemical-gas atmospheres: 
by selecting various combinations of basic 
materials and production conditions, 
many different high-performance 
ceramics can be made for use as structural 
materials. 

» Shaping, cutting and polishing in final 
products is followed by testing to ensure 
strength and lack of defects. Non-destruc- 
tive testing methods are now under deve- 
lopment as part of the many-pronged ef- 
fort to perfect the mass production of fine 
ceramics. 

Among 





the various engineering 





Kyocera turbo-charger: mounting demand. 





ceramics, non-oxide compounds such as 
silicon nitride, silicon carbide, sialon (sili- 
con-aluminium-oxide-nitride), boron nit- 
ride and zirconia are emerging as impor- 
tant industrial materials. Nozzles, pumps, 
valves and other machine parts used at 
high temperatures and under high pres- 
sure are now being made from these en- 
hanced ceramic materials. The industry 
expects the engineering market for the 
fine ceramics produced by these processes 
to double or triple annually over the next 
few years. 


harply mounting demand for the new 

engineering ceramics is being propel- 
led by three other promising fields for 
development: sensors, bio-ceramics and 
"cermet." 

Ceramic sensors are used in continuous- 
casting systems in steelmaking, for house- 
hold gas detection and humidity controls 
in household appliances, medical elec- 
tronics equipment and measuring instru- 
ments. Ceramic bones and teeth are being 
marketed by Kyocera, Mitsubishi Mining 
and Cement and Hoya Corp. and are ex- 
pected to find a very large market consid- 
ering the rising age of Japanese and the 
world population generally. And a family 
of hybrid products, cermet, which com- 
bine ceramics and metals, is finding in- 
creasing use in machine tools, brake lin- 
ings and fibre-reinforced metals such as 


THE JAPANESE 
FINE-CERAMICS MARKET 


( ¥ billion, 1981) 


ELECTRONICS IC packages. insulation 
substrates 
Ceramic capacitors 
Piezoelectric ceramics 
Thermistors/varistors 
Gas/humidity sensors 
Ferrites 
Translucent ceramics 
Heat generators 
INDUSTRIAL — Cutting tools 
Wear-resistant materials 
Heat-resistant materials 
Catalyst carriers for 
emission control 


OTHERUSES Materials for atomic- 
power gencrators 
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Source: Yano Research Institute. 
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Nippon Carbon's Nicaron (sili- 
con-carbide fibre). 

In response to this vast and 
growing array of opportunities 
for super-ceramic applications, 
a small army of firms has been 
feverishly developing new ma- 
terials. Spearheading the ad- 
vance are traditional ceramics 
manufacturers such as NGK 
Spark Plug, NGK Insulator, 
Narumi and Toshiba Ceramics, 
along with the new breed of 
high-flyers in electronics 
ceramics led by Kyocera, 
Murata and TDK Electronics. 
But moving in behind these 
forerunners in a solid phalanx 
are glass makers, cement and 
chemical companies, metals re- 
finers, synthetic-fibre makers 

and all the major integrated electrical- 
machinery and communications-equip- 
ment manufacturers. 

By mid-1983, morc than 150 firms had 
joined the Japan Fine Ceramics Associa- 
tion and two or three times that many were 
contemplating some form of new finc- 
ceramics development. Miti officials esti- 
mate that by 1990 the industry will include 
as many as 500-600 firms. 

A mega-technology in its implications, 
like microelectronics and biotechnology, 
fine ceramics is serving to help induce 
à broad restructuring of Japanese indus- 
try. 

Structurally depressed industries, whose 
products are no longer competitive in 
domestic or world markets, are finding 
new growth potential in fine ceramics and 
are shifting both research and develop- 
ment and production resources to take ad- 
vantage of these opportunities. At the 
same time, many highly integrated high- 
technology firms are adding fine ceramics 
to their range of new activities. Just as en- 
treprencurial upstarts such as Sony, Casio 
and Sord found their place in the firma- 
ment of the electronics industry, provid- 
ing vital energy in critical development 
stages, so fine-ceramics technology is 
being advanced by innovative newcomers. 

The traditional ceramics industry itself 
is typical of the depressed industries that 
are finding new life in this technology. 
One of Japan's oldest industries, with its 
modern structure. founded on a mil- 
lenium-old experience with ceramics pro- 
duction, in the mid- 1970s all but a few of 
its 2,113 member firms had seemingly run 
out of steam. Output of ceramic wares in 
1974, the year after the first oil shock, 
totalled slightly more than 2 million ton- 
nes, of which the production share of 
small- and medium-scale enterprises 
amounted to 70.1%, 

In its modern form, the industry has 
been dual-structured: kitchenware, orna- 
mental ceramics, construction tiles and di- 
verse industrial ceramics are produced by 
1.411 small enterprises, while ceramic 
sanitary ware, electrical ceramics and 
most industrial ceramics, which have scale 
economies in production, are manufac- 
tured by relatively large-scale enterprises. 
But there is plenty of room for co-exis- 


AUGUST 25, 1983 e FAR EASTERN, ECONOMIC REVIEW 





Tokai Bank 


2 Xr a” t 





Business turns to Tokai Bank for direction. 


And they get it. 


Business looks to Tokai Bank for more than just a place to 
safely keep money. 

They seek cut the wisdom Tokai's over 190 years of 
experience brings to light. | 

They turn to the global perspective and up-to-the-minute 
analyses provided by Tokai's worldwide network 

And they look to the strength and leadership that has made 
Tokai one of the largest banks in the world. 

In short, they think of Tokai Bank as a concerned 
international business partner, with answers that make sound 
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financial e. 
| Tokai Sanada solid bank with a solid direction. TOKAI BANK 
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erami m chip capac lors Used in mass pro- 

Juction have relatively important 
economies of scale and are supplied 
E by the three or four top producers; 
. but special-application ceramic capacitors 
are produced in small volume, typically by 
: small or medium-sized enterprises. 
- . Beginning small with ceramic-capacitor 
= production in the early days of transistor- 
radio development, TDK Electronics, 
Kyocera and Murata have emerged as 
D = world leaders in electronics ceramics with 
al manufacturing and sales organisa- 
|t tions. But, despite the pre-eminence of 
‘these firms in ceramic capacitors, 
eas szoelectric ceramics, IC packaging and 
ferrites, there are several dozen other 
"smaller manufacturers sharing the mar- 
nes for these products. 

These makers of electronics ceramics 
are the pace-setters for the transformation 
-of the industry to high value-added pro- 
duction. In the first half of the 1970s, total 
output of the ceramics industry grew only 
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Borea plant: emerging as a world leader. 
Im" 
-—12*6, or an annual rate of 2.3%. But out- 
2 E of fine ceramics, especially electronics 
ceramics, increased 88%, or at an annual 
rate of 13.5%. Even more remarkably, 
while exports of ceramics products as a 
whole had levelled off and were starting to 
decline, exports of fine ceramics rose 7.72 
times. 


» y 1980, production of ceramic IC pac- 
" kaging and insulation substrates alone 
- had grown to Y 107 billion, equal to almost 
a third of the total ¥341 billion ceramics 
- output of the entire industry in 1974. 
Piezoelectric ceramic sales in the same 
year amounted to another ¥65 billion, 
ceramic-capacitor output had risen to 
*76.6 billion, while ferrite production 

amounted to more than * 53.8 billion. 
Taken together, production of these 
four categories of electronics ceramics 
alone had risen at the beginning of the 
1980s to almost 90?5 of the ceramics in- 
dustry's total output just six years earlier. 
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production of all ceramics in on 
While a number of major ceramics com- 
panies have shifted production to electro- 


nics products, many more are moving into, 


the rapidly growing engincering-ceramics 
field, which is closer to the experience in 
producing industrial ceramic wares of 
many firms in the industry. Simultane- 
ously, since the growth potential in en- 
gineering ceramics is especially high, elec- 
tronics ceramics makers such as Kyocera 
are diversifying into this field: 

The rush into super-ceramics produc- 
tion is not confined to the traditional 
ceramics industry, however. Non-organic 
chemical firms are following in the wake 
of Showa Denko and Denki Kagaku 
Kogyo to develop a widening range of 
basic ceramic powders. Nippon Steel, 
Mitsubishi Metal and other leading metals 
companies have also entered the field in 
response to the growing threat of fine 


ceramics as a metals substitute. Furnace- 


materials makers Kurosaki Refractories 
and Shinagawa Refractories have used 
their experience with heat-resistant 
ceramics to develop new materials in this 
field. New ceramics for use in consumer 
products have been developed by automo- 
tive-industry leaders such as Toyota and 
Nippon Denso, as well as appliance mak- 
ers Matsushita Electric, Toshiba Corp., 
Hitachi and NEC. 

Of the 150-odd companies which 
formed the Japan Fine Ceramics Associa- 
tion in 1982, only 35 were originally 
ceramic manufacturers; 29 were chemical 
Companies, 25 were from the electronics 
industry, 22 from the steel and non-ferr- 
ous metals industry, 18 from the machin- 
ery industry, seven from the car industry, 
and another seven came from heavy en- 
gineering. 

Other effects of the fine-ceramics revo- 
lution promise to be as far-reaching as the 
changes in the structure of manufacturing 
and aio ^ ag strategies. To the 
S xn T 
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His and chemical production 
in Japan have traditionally been sited 
at deep-water ports in order to handle effi- 
ciently both raw-material imports and 
finished-goods exports, Where ports were 
not blessed with the necessary depth and 
plant locations onshore, large investments 
were made to create those facilities 
through dredging and filling. Ceramics 
production, on the other hand, has histori- 
cally been concentrated in the Figu and 
Aichi prefectures, centred around 
Nagoya, close to the source of raw mate- 
rials. 

In 1965, three-quarters of Japanese 
ceramic tableware was produced in those 
two prefectures as was much of the integ- 
rated output of sanitary ware, electrical 
insulators and automotive ceramics, 
Kyoto, another traditional centre of 
ceramics production, became a centre of 
electronics-ceramics manufacture. 

Since ceramic materials and production 
know-how are found in at least 116 differ- 
ent locales throughout the Japanese ar- 
chipelago, the fine-ceramics industry has 
developed away from the congested areas 
of the Kanto-Kansai conurbation. Indeed, 
favourable land and labour costs have suc- 
ceeded in attracting some firms to hitherto 
industrially remote regions of Japan. 
Kyocera recently located its largest pro- 
duction facility and research laboratories 
at Kagoshima, where both land and 
labour were available at lower cost than in 
Kyoto, Significantly, the proximity of the 
plant site to an international airport was 
an important added attraction. 

As much of the fine ceramics used in the 
electronics industry, as well as many en- 
gineering-ceramics products, are high in 
value, low in volume and weight, they are 
most economically transported by air. 
Consequently, the emerging pattern of 
fine-ceramics production location, given 
the rather general availability of mate- 
rials, is centred around international air- 
ports to ensure optimum access to world 
markets. 

But, as is already evident, the pull of the 
market in some instances will force the in- 
ternationalisation of production. Kyocera 
has production facilities in the US and 
Europe, ceramic-capacitor makers are 
producing in major markets abroad and 
other firms seeking to maximise growth in 
the field are considering overseas invest- 
ment or cooperative undertakings with 
foreign firms in Japan. 

One of the results, and by no means the 
least significant, of the ceramics boom will 
be to reduce the weight of those industries 
which formerly were optimally organised 
along national lines. By increasing the 
propensity for global industrial structures 
in the basic materials industry, and at the 
same time reducing reliance on scarce na- 
tural resources, some of the pressures 
which have given rise to tensions in the 
world economy can be offset. ul 
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C-Eenergy technology at work around the world. 


l. Engineering, construction and 


project management services for 
the petroleum, petrochemical, 
alternative fuel and other pro- 
cess industries. 

2. Fossil-fueled and nuclear 
steam supply systems and ser- 
vices for electric utilities and in- 
dustrial steam generating plants. 
3. Industrial materials and re- 
fractory products for steel, alumi- 
num and other metal industries, 
and automated equipment for 
metal casting. 


4. Equipment, products and 
services for onshore and offshore 
oil and gas exploration, produc- 
tion and production processing. 
5. Equipment, systems and 
services for electric utilities, 
pulp and paper and other pro- 
cess industries, and resource 
recovery systems. 

No other company has 
C-E's broad range of capabilities 
to help make the most effective 
use of the world's energy re- 
sources. For more information, 
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including a listing of our offices 
around the world, write: 
Combustion Engineering, Inc., 
Dept. 7004-265, 900 Long 
Ridge Rd., PO. Box 9308, 
Stamford, CT, USA 06904. 


COMBUSTION 
ENGINEERING 


Energy Technology.Worldwide. 
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Because there mor 
to"büsiness trips than 
just bu SIIIGSS, | cesignedon the ancient 


Chinese principle of inner 
and outer courts with pleasures 
4m. for the inner and outer man. 
Take Chef Bidou, a chef 
famous in his French Provencal 
x. region. He has given Singapore 
CoU RES zi MO an outstanding example of 

w^ fem specialized cuisine. Another 

S. EM French touch is the sidewalk 

Café Boulevard. Perfect for 
people watching. Or the favourite 
of the Chinese gourmets, the 
Ming Palace. Or the Jade 
Lounge, lively and sophisticated. 
All in all it's your kind of hotel. 
On business. Or leisure. 


PLING COURT HOTEL 


WHERE BUSINESS MIXES WITH PLEASURE. 
Tanglin Road, Singapore 1024. Telex: RS 21488 MINGTEL. Cable: MINGOTEL. 
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©) GOODWOOD PARK * YORK HOTEL * MING COURT * LADYHILL * HOTEL MALAYSIA 
Reservations Worldwide: Steigenberger Reservation Service. Australia and Japan: Southern Pacific Hotel 
Corboratum. Hong Kong: Cardinal Hotel Booking Service. Jakarta: Sahid Java Sales Offic 
Kuala Lampe Goodwood Park Hotel Sdn Bhul Your travel agent or airline 









WWF Koio Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WW'F acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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Military technology: everything from optical instruments to missiles can have civilian applications. 


Swords into bicycles 


A technology-transfer plan is drawn up to make more 
civilian use of its well-equipped defence-industry sector 


By Robert Delfs 


Hongkong: China's leaders are trying to 
tap the technologically advanced but cur- 
rently  under-utilised defence-industry 
sector to support civilian industry. 
Domestic production of thermonuclear 
weapons, intercontinental ballistic mis- 
siles and orbiting satellites has de- 
monstrated China's ability to mobilise 
technological capacities and sophisticated 
engineering skills beyond that of most de- 
veloping countries. 

Military-related research facilities and 
factories have long enjoyed priority access 
to funds, equipment and trained technical 
personnel — some of whom are trained in 
special institutes controlled by the de- 
fence-industry establishment. Key instal- 
lations and their personnel were also rela- 
tively insulated from interference during 
the Cultural Revolution period. 

A study by Yunnan Economics Re- 
search Institute of the provincial national- 
defence industrial system found the 
number of trained technical staff to be two 
or three times greater than in civilian in- 
dustry, a ratio that probably obtains 
nationwide. 

Defence-industry factories tend to have 
more and better equipment (particularly 
sophisticated numerically controlled 
machine tools, both Chinese-made and 
imported) but relatively poor utilisation 
— the productivity of each metal-cutting 
machine in the Yunnan system is only half 
its civilian counterpart and the labour pro- 
ductivity of all personnel is 38% lower 
than in civil industry. Some defence-in- 
dustry installations have been made idle 
by cutbacks in defence spending over the 
past few years. 

A general policy of expanding the civi- 
lian production of defence-industry estab- 
lishments has been in effect since the Cen- 
tral Committee Third Plenum in De- 
cember 1978 and was intensified after 
elder statesman Deng Xiaoping took 
over the chairmanship of the party's 
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Central Military Commission in June 1981. 

Defence-industry establishments are 
now involved in production of goods rang- 
ing from bicycles to washing machines, 
tables and chairs, radios and foodstuffs, 
now accounting for 20% of the total de- 
fence-industry production — twice the 
proportion in 1979. 

Many of these products are relatively 
sophisticated and in high demand from 
domestic consumers and for export. In 
fact, defence industries such as China 
North Industries Corp., the trading arm of 
the Ministry of Ordnance Industry 
(MOI), are among China's most active ex- 
porters of civilian products. But this rep- 
resents little more than the conversion of 
idle or redundant defence-industry capa- 
city to civilian use. And the total value of 
defence industries' civil production is 
small relative to total industrial output. 


he key to optimum use of the defence 
industry's potential, as China's current 
economic planners see it, is internal 
technology transfer. The plan is con- 
sciously modelled on the integrated struc- 
ture of military and civilian industrial pro- 
duction in the advanced Western coun- 
tries, and based on an awareness that 
many significant civil-industrial advances 
in the West have originated as spin-offs of 
military research and manufacturing. 
One of the easiest parts of the pro- 
gramme amounts to no more than adapt- 
ing military products for civilian use; acti- 
vated carbon, explosives and optical in- 
struments such as binoculars, surveying 
equipment and cameras are among the 
standard defence-industry products which 
are in high demand in the domestic civilian 
market. The policy is motivated by the ob- 
servation that a wide range of products 
and processes which enterprises have had 
to do without or obtain from abroad were 
available within the Chinese defence-in- 
dustry establishment. 


a 

The military possesses the most exten- 
sive experience with developing and em- 
ploying computers in China, said Denis 
Simon, à CIA analyst, in a report to the 
Joint Economic Committee of the United 
States Congress. 

But the extreme compartmentalisation 
of research and manufacturing establish- 
ments into what amounts to a dual indus- 
trial system, coupled with security restrict 
tions which one Chinese study called 
"irrational," has blocked technology- 
transfer and even fruitful contacts be- 
tween the two sectors. This has led to dup- 
lication of research efforts, imports and 
manufacturing processes. 

The greatest concentration of-skill and 
experience in the field of reverse en- 
gineering is to be found in defence-indus- 
try establishments. Their efforts on behalf 
of civilian industry are already bearing 
fruit and leaving a bitter taste on the 
tongues of some foreign suppliers. 

A study of civilian applications for mili- 
tary technology by the research office of 
the MOI proudly described how a Peking 
defence-industry plant has manufactured 
China's first five-colour intaglio press for 
plastic films by “referring” to a five-colour 
printing machine imported from Japan. A 
Shanghai military-engineering factory has 
produced industrial steam irons for 
another Shanghai factory, again by “refer- 
ring" to Japanese-made equipment. 

Whether the original Japanese man- 
ufacturers were ever compensated is not 
clear, but working out ways to compen- 
sate defence-industry departments for 
technology which they develop or turn 
over to civilian enterprises is a major 
problem in further developing enthusiasm 
for the programme. 

An appropriate proportion of the in- 
come from the shift of technology should 
be retained by the military industrial de- 
partments themselves, the MOI study 
stressed. Joint ventures, contractual in- 
come sharing and “package” sales of 
technology, advice and servicing were 
some of the arrangements recommended. 
The many kinds of in-house technical 
capabilities which defence-industry estab- 
lishments have developed to support their 
own projects can have a broad range of 


‘civilian applications. 


* 
The Ministry of Space Industry (MSI) is 
selling technology for automated control 
systems and optical checking devices to, 
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Daging: military technology is in use. 


civilian and local enterprises. It will also 


— arrange to research, design and produce 
— an item or a complete production facility, 
transferring the plans, prototype and pro- 


duction techniques for a fixed fee. The 
MSI also enters into long-term technical 
cooperation contracts. Its staff are availa- 
ble for advisory services and training, or to 
assist civilian enterprises in selecting, 
checking and installing imported equip- 
ment. 

The Ministry of Aviation Industry has 
delivered cooling systems originally de- 


- veloped for aeronautical applications to 


Daqing and other onshore oilfields. The 


- equipment is used to recover light petro- 


leum fractions which previously had been 
lost. Other oil-extraction equipment is 
now being produced by the MOI. 

A bomb-sight factory in Shaanxi pro- 
vince has applied its capabilities in optics 
to produce photo-typesetting equipment, 
while another military optical-instruments 
factory is now manufacturing components 
for proctoscopes and surgical micro- 
scopes. 


ilicone and fluorine compounds with 

broad applications in textiles, printing 
and the manufacture of special plastics and 
synthetic rubbers have been available 
within the military-industry sector for 
more than a decade. These products are 
only now coming into mass production by 
the civilian Ministry of Chemical Industry. 
What is surprising is the apparent diffi- 
culty in breaking down the barriers be- 


tween military and civilian industry in | 


China. The defence-industrial establish- 
ment in China has been operated entirely 
separately from civilian industry, even in- 
cluding factories whose products are not 
specifically military in nature. 

The ministries responsible for nuclear, 
industry, aviation, electronics, ordnance 
and space industry oversee both civilian 
and military production within their re- 
spective spheres. Thus the Ministry of Nu- 
clear Industry is responsible for the deve- 


‘lopment of both civil nuclear energy and 


nuclear weapons; the MSI for civilian 
space applications (satellite communica- 
tions and the like) as well as strategic and 


tactical weapons systems. Until 1982, all 
defence industries were controlled by the 
State Council's Office of National De- 
fence Industry. Research establishments 
reported to the People's Liberation 
Army's Science and Technology Commis- 
sion for National Defence or the Technol- 
ogy and Armament Commission of the 
party's Central Military Commission. 
These three organisations were merged 
into a new State Council Commission of 
Science, Technology and Industry for Na- 
tional Defence (CSTIND) in August 
1982. (On March 1, Minister of National 
Defence Zhang Aiping announced that a 
new committee to administer both de- 













tional defence industry had been set up 
under the joint leadership of the State 
Council and the Military Commission of 
the party central committee. The relation- 
ship of the new committee to CSTIND re- 
mains unclear, but it is suggested that it 
may focus on research and production of a 
specifically military nature.) 


he clear thrust of the new policy is now 

to demilitarise the defence-industry 
establishment and integrate it with civilian 
industry, eliminating the present dual struc- 
ture except for a relatively small number 
of establishments engaged in research or 
manufacturing of an extremely sensitive 
nature. That there is resistance to this po- 
licy within the present defence-industry 
establishment is without doubt. At the 
top, the issue has been part of the general 
power struggle between the post-Mao 
Zedong civilian leadership and the mili- 
tary, which has seen its funding and influ- 
ence decline sharply since Deng rose 
to become China's most important 
leader. 

The military enterprises stand to lose 
much of their special status and privileges. 
Reports cite cadres who feel that military 
industry is degrading itself by producing 
civilian goods, who view the production of 
civilian goods and demands to meet stric- 
ter standards of efficiency, profitability 
and accounting as additional burdens and 
who fear that changing the structure of the 
defence industry threatens the nation's fu- 
ture defence capability. 

On this last point, Deng and his allies 
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Balancing the books 


Wellington: New Zealand's current-ac- 
count deficit for the 12 months ended June 
1983 was NZ$1.05 billion (US$677 mil- 
lion), a decline of 29.2% from the shortfall 
in the comparable year-earlier period. 
The deficit, the lowest since the NZ$988 
million posted in January 1982, resulted 
from higher export receipts (up 8.2% to 
NZ$7.28 billion) and a drop in import pay- 
ments (by 1.9% to NZ$6.21 billion). 

The favourable trade balance, how- 
ever, was wiped out by a 12.7% bulge in 
the net invisibles deficit which reached 
NZ$2.12 billion. This was mainly due to 
rising government debt-service charges. 

The improvement in the current-ac- 
count balance shows that New Zealand 
may already be benefiting from the world 
economic recovery, on which medium- 
term prospects for the local economy and 
the stockmarket depend heavily. The gov- 
ernment's stance reflected in the 1983-84 
budget (for the year that began on April 1) 
announced on July 28 (REVIEW, Aug. 11) 
suggests its expectation of an improve- 
ment in its deficit in overseas transactions 
that should boost domestic economic ac- 
tivity. 


Although heralded as a major economic 
event, the 1983-84 budget followed the 
pattern of recent budgets and contained 
few new policy measures. The real 
economic event took place on the eve of 
the budget, when Prime Minister Robert 
Muldoon, who is also finance minister, un- 
veiled his new interest-rate policy before a 
meeting of the New Zealand Bankers' As- 
sociation: interest rates on government 
stock would be reduced from 14% to 8% 
and those on treasury bills from 12.5% to 
7.9%. The sharemarket rallied strongly 
on the day following the announcement. 

However, sharebrokers Jarden and Co. 
pointed out: “Even before the announce- 
ment of this change in gOvernment policy, 
there was a wide [money] market willing- 
ness to reduce interest rates. A readjust- 
ment downward in mortgage rates now 
appears inevitable . . ." 

But the extent interest rates will fall de- 
pends on how the government finances its 
own record budget deficit of NZ$3.2 bil- 
lion for 1983-84. Although Deputy Fi- 
nance Minister John Falloon said the de- 
ficit would be financed in an orthodox 
fashion (which economists understood to 
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[ST ave! established tlic “argument What 
spite dramatic achievements i i 
areas, the present dual industrial structure 
cannot in itself support the modernisation 
of China's defence capabilities. While “it 
is necessary to develop military industries 
and to have factories devoted to the pro- 
duction of military use,” an article in the 
Peking Jingji Ribao in May quoted top 
economic strategist Chen Yun as saying, 
“military industries cannot be developed 
in isolation — they must be built on the 
basis of powerful civilian industries.” 

The advocates of integrating the civilian 
and military industrial sectors have 
adapted the principle of self-reliance. “If 
the defence industry is separated from the 
development possibilities of the national 
economy in a quest for instant success, the 
results will be contrary to our expecta- 
tions,” the author of the Jingji Ribao arti- 
cle claimed. “The only alternative,” he 
said, “would be to rely . . . on foreign aid 
to obtain a purchased programme of [mili- 
tary] modernisation . . . A defence indus- 
try built on such a basis would never be an 
independent national industry; moreover, 
it would forever lag behind that of foreign 
countries.” 

This point of view has been particularly 
stressed with regard to electronics, which 
Chinese leaders view as crucial to the 
long-term modernisation of overall defen- 
sive capabilities. The acceptance of this 
view, and its implications for China’s 
cloistered defence-industry establish- 
ment, has been explicit in every statement 
on the subject of military modernisation 
by Zhang this year. 
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be via non-bank private-sector borrow- 
ing), many market commentators worry 
that the government cannot float another 
issue like its popular Kiwi Savings Stock 
(Kiss) without either driving interest rates 
up again or making it difficult for the pri- 
vate sector to gain access to funds. In 
either case, deficit financing is likely to 
keep interest rates above inflation. 

The fiscal and monetary stance adopted 
in the 1983-84 budget is likely to stimulate 
economic activity in the medium term if 
the government sticks to its programmed 
plans during the year. Budget measures 
will lead to increased consumer spending 
from the December quarter onwards and 
in the environment of a declining external 
deficit, could prime the pump for an ear- 
lier-than-expected return to economic 
growth. 

The 0.9% fall in seasonally adjusted, 
broad money supply (M3) over the June 
quarter — the first decline since 1961 — 
reflects the tightness of money conditions 
over the second quarter of this year. Ona 
month-on-month basis, growth in private- 
sector credit slowed to 3.9% in June, the 
lowest rate since the mid-1960s (with the 
exception of the year to March 1983), 
which reflects unusual timing of trading- 
bank debit payments, 

Deposits for M3 institutions (savings 


___ FAR EASTERN ECONOMIC REVIEW e AUGUST 25, 1983 


specialised ised 








By Leo Gonzaga 

Manila: The Philippine Government's 
Progressive Car Manufacturing Pro- 
gramme (PCMP), which took off 10 years 
ago to help reduce foreign-exchange out- 
flows and boost the development of 
technology-intensive industry by allowing 
foreign car manufacturers to establish op- 
erations here, is back in the pits for a 
major overhaul. 

The revamp is aimed primarily at mak- 
ing the PCMP an economically viable 
scheme. The number of participants will 
be cut to only two from the present five, a 
number considered too great for the local 
market. Signifying interest in staying on 
despite limited demand, the five have in- 
itiated discussions for possible mergers or 
tie-ups of operations, at the suggestion of 
Trade and Industry Minister Roberto 
Ongpin, concurrently chairman of the 
Board of Investments (Bol). The board is 
the PCMP's sponsor and regulatory body. 

Already, two of the assemblers have 
reached the preliminary stages of a possi- 
ble merger or functional tie-up. They are 
Delta Motor Corp., which is the local 
assembler of Toyota vehicles and is re- 
garded as the leader in passenger cars, and 


banks, finance companies, merchant 
banks, building societies and official 
money-market dealers) overall rose by 
7.2% in the year to June. This was a slight 
rise on the annual growth rate of 6.2% re- 
corded for May 1983 and reflects the eas- 
ing in monetary conditions with the re- 
moval of Kiss stock on June 16. 

At the time of the budget, the recession 
appeared to have reached bottom. After 
growing by only 1.176 in the year to April, 
seasonally adjusted retail sales rose 3.5% 
in the year to May. The level of housing 


CURRENT-ACCOUNT DEFICIT 





e B 
Five is a crowd 
The government is reducing the number of car assemblers 
to make the vehicle sector economically viable 
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General Motors Pilipinas Inc. (GMP) 
which is strong on trucks. (The PCMP has — 
a companion truck-manufacturing pro- | 
gramme.) The proposed arrangements - 
are said to have the sanction of Toyota. 
Motor of Japan and General Motors - 
Corp. of the United States (GMP's parent 
company), which themselves have tie-up - 
arrangements in the US. E 


Set to start their own discussions are the | 
three other assemblers — Ford Philip- 
pines Inc. (which not only assembles Ford — 
vehicles but also owns a huge car-body _ 
stamping plant here), Canlubang Au- - 
tomotive Resources Corp. (or Carco, 
which assembles Mitsubishi cars), and . 
Pilipinas Nissan Inc. (a recent PCMP — 
member as a replacement for the now de- - 
funct DMG Industries Inc. which used to | 
produce Volkswagen cars). t 

The limited market size is mainly be-  - 
hind the decision to revise the pro- 
gramme. In ordering the revamp can in ^w 
August, President Ferdinand Marcos  - 
noted that demand is not big enough for — 
five assemblers. However, the decision — 
also could have been an offshoot of a re- 
cent controversy over the pricing of com-  - 

i 





starts in May was 1,520, a 2.7% increase 
over May 1982. : 

Some areas of the economy remained 
depressed. New vehicle registrations in — 
June totalled only 4,908. Registrations - 
have only rarely dropped below 5,000 a 
month since early 1979. 

Building permits for June were 1,397 - 
compared with 1,576 in May (down . 
11.4%) and 1,410 for June 1982 (down . 
10.975). However, this fall may simply re- 
flect some timing differences in the collec- — 
tion of building-permit data. When the 
May and June figures are combined, per- 
mits for this year were slightly above the — 
total for the same period in 1982. 

There were 112,724 people registered 
as unemployed or on special work 
schemes at the end of June, representing — 
5.8% of the estimated labour force. Exter- — 
nal migration has turned around into a net 
inflow, owing to fewer departures. | 

The Muldoon government takes parti- 
cular pleasure from the fall in consumer 
prices. The annual rate of growth in con- 
sumer prices fell further in the 12 months 
to June to 8.3%, from 15.3% for the 
calendar year ended December 1982 and 
12.6% for the fiscal year ended March. 
Analysts expect inflation to fall to at least 
5% by the end of this year. | 

— SUZANNE SNIVELY 
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pletely knocked-do yn (CKD) parts kits 
between the Bol and Japanese suppliers 
REVIEW, Aug. 4). 


Although the Japanese suppliers have 
- since agreed to the Bol’s pricing policy — 
— that CKD kits shall be imported at not 
- more than 85% of the average retail price 
- in Japan of the assembled unit — the 
_ Philippines has gone ahead with its previ- 
— ous threat (against the Japanese, who in 
— turn threatened to abandon the Philip- 
— pine market) to revamp the PCMP. One 
— of the key considerations for participation 
-— jinthe new programme is “reasonable pric- 
- ing.” The original objectives were: for- 
- eign-exchange savings, increased domes- 
— tic manufacturing and technology deve- 
... lopment. 
—— The car companies themselves agree 
-— with the general idea. According to the 
Automotive Manufacturers Institute 
— (AMI), the umbrella organisation of the 
- local industry, the market for cars will 
- reach only 30,000 units this year, whereas 
— demand will have to be around the 
— 100,000-unit level for assembly operations 
_ to be viable. Given this situation, the car 
_ companies have been incurring losses con- 
—  sistently, and as 
— one company exe- 
—  eutive put it, every 
assembler is “tech- 
nically bankrupt." 
E Whether or not 
= the assemblers 
— — merge or other- 
— — wise operate joint- 
— — ly, an official deci- 
- sion to overhaul 
- the entire auto- 
— motive industry is 
— — already firm. The 
_ presidential direc- 
= tive to the Bol also 
— Calls for a review 
— of the Progressive 
— Truck Manufac- 
= turing Programme 
—— (PTMP) with a 
— View to integrating it with PCMP. This will 
— bethe second overhaul, after that under- 
- — taken in the early 1970s with the launching 
= Of the programmes for car- and truck- 
— manufacturing. The twin programmes 
— represented efforts to restore order in a 
— Chaotic industry, in which about a dozen 
— assemblers were running after fewer than 
17,000 buyers a year. In the 1960s, as 
-— many as 35 companies were competing in 
— a market averaging just 14,000 units a 
EL year. 
» 
hus, it was announced that the original 
— M PCMP would take in only two assem- 
= blers, or, at the most, “not more than 
— three," said Vicente Paterno, at the time 
industry secretary and Bol chairman. 
That five were chosen was said to be the 
result of a power play. 
£ The possibility of another power play 
- — cannot be ruled out in the present over- 
haul, given, among other things, the clout 
of the multinationals. This is presumably 
why car executives have been stressing the 
“heavy EROR of their companies 
here. AMII estimates fixed investments of 
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(US$113 million) in total as of the end of 
1982. The institute gives no breakdown of 
the total, but the biggest investments are 


known to be in the stamping plant of Ford 
Philippines and a transmission plant of 





Also not clear is what the government 
means by "reasonable pricing," since the 
expressed desire for PCMP to turn out 
cars within the reach of the average salary- 
earner is too ambiguous. AMII says the 
retail price of, say, a four-door Toyota 
Corona in Japan must not be used as the 
basis for determining whether P 100,000 
for a locally assembled Corona represent a 
reasonable price. The institute points out 
that the tax factor in Japan comes to only 
around 6% as against 15-45% here. 

Unsure also is the status of so-called 
fold-in assemblers, or those in business 
outside the PCMP. They are Commercial 
Motor Corp. and Universal Motor Corp. 
Ongpin has emphasised that the new pro- 
gramme will not allow fold-in assemblers. 
This means the two will have to stop car 
assembly and concentrate on trucks; they 
are participants in the 10-company PTMP. 





But since their fast-selling products 
(rough-terrain utility vehicles and light 
commercial vehicles) may be transferred 
from the PTMP to the car programme, 
Commercial Motor and Universal Motor 
may have to consolidate with the car-mak- 
ers, too, or follow fold-in assembler Re- 
nault Philippines Inc. which stopped oper- 
ations some years ago. 

The five car assemblers have been in- 
structed by Ongpin to arrange consolida- 
tion among themselves by September 15. 
Otherwise, he said, the Bol will conduct 
international bidding for the new pro- 
gramme. 

Ongpin also said that in case of interna- 
tional bidding, the winners would be re- 
quired to absorb the workers and buy the 
plant and equipment of the losers. This, 
he added, was intended to prevent any net 
foreign-exchange outflow from the coun- 
try and dislocation in the industry. He also 
promised there would be "no politics" and 
bidding would be "devoid of subjective ar- 
rangements." Few here are willing to bet 
that nobody will try another power 


play. 


nd 
ers 
" 






-- aum 
Qi -——- 


wing to 
market forces 


Jakarta suffers the 
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By Manggi Habir 

Jakarta: Despite some investor resistance 
to recent offerings, PT Jasa Marga — the 
state highway corporation — is going 
ahead with a second major rupiah bond 
issue next month. Encouraged by the suc- 
cess of its first Rps 23.7 billion (US$33.9 
million) bond issue (REVIEW, Sept. 10, 
'82), the company (which constructs, 
maintains and manages toll roads) is plan- 
ning to float an additional Rps 100 billion 
worth of bonds on the market in three 
stages. : 

Bonds worth Rps 40 billion will be is- 
sued in September, followed by Rps 30 
billion in December and a final Rps 30 bil- 
lion in February 1984. Next month’s pro- 
posed Rps 40 billion bond issue represents 
the largest single bond offering so far in 
Jakarta. 

Like earlier rupiah bonds, Jasa Marga’s 
second offering will carry a five-year term 
but the 16.5% coupon (nominal interest) 
is higher than the 15.5% coupon on earlier 
bonds. Jasa Marga, whose 1982 assets and 
net earnings amounted respectively to 
Rps 24.8 trillion and Rps 1.6 trillion, in- 
tends to use the bond-issue proceeds 
partly to finance construction of eight new 
toll roads and bridges. Currently, the 
company is operating seven toll roads and 
bridges throughout Indonesia. 

Up to now, there have been only three 
rupiah bond offerings — all made this year 
(Review, May 26). The market's recep- 
tion of these bonds has been mixed. Jasa 
Marga’s previous issue and those of the 
government-owned mortgage company, 
Papan Sejahtera, were fully subscribed. 
But the state development bank 
Bapindo's Rps 25 billion bond offering 
(which was fully underwritten by Bapindo 
itself) fell short on acceptances, sources 
said. 

The Jasa Marga bonds are also expected 
to face a difficult market. Two major 
rupiah devaluations which have occured 
in the past five years — 33% in November 
1978 and 26.7% in March this year against 
the US dollar — caused investors to be 
cautious about investing in long-term 
rupiah instruments. Recent bank-liberali- 
sation measures also immediately doubled 
deposit rates of two major state banks to 
around 16% further reducing the attrac- 
tion of bonds. 

This is one reason why Jasa Marga’s 
coupon rate was raised in line with current 
bank-deposit rates. Initially, the company 
was concerned that existing Jasa Marga 
bondholders would convert their old 
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OUR CARE SETS US ABOVE THE COMPETITION. ` 
JUST ASK THE FRENCH. 


From La Tour Eiffel to haute couture few na- 
tions set higher standards than the French. 
Not surprising then that ScanDutch is frequently 
entrusted with the task of bringing French 
goods to the Orient in perfect condition. And 
making sure that products from the Far East 
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arrive in France with style. Of course, this repu- 
tation for lst class care gives us a lot to live 

up to. But then it gives our competition a monu- 
mental headache. 


IST CLASS CONTAINER TRANSPORT 


ScanDutch € 
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The Jakarta Post is an independent 
paper, with a deep sense of responsibility 
towards the ideals and welfare of the na- 
tion. 

The Jakarta Post is a well edited 
newspaper with a highly reputable editorial 
board. It's fresh, friendly and entertaining 
with modern journalism written in clear 
English. 

The Jakarta Post is designed with a 
good balance of international, regional and 
national news coverage in attractive lay- 
out. 

Popular international cartoons and 
puzzles are featured daily, along with life 
style features, art and film reviews, and ex- 
citing activities in Jakarta. The latest 
overseas results through the major wire ser- 
vices will keep you in touch with what's 
happening in the world of sports. The in- 
depth reviews of the business and economic 
scene of Indonesia are written by experts. 

Ask those who have read The Jakarta 
Post. Better still, ask those who have 
already subscribed to the paper. The 
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Now Indonesia hasa new - 
English language newspaper -- a different one: 


The Jakarta Post 








answer is, surely, that now you have an 
alternative English language newspaper in 
Indonesia, a better one -- The Jakarta Post. 


For subscriptions in these three cities contact : 


USAHA EXPRESS 


Singapore 80 Telok Ayer St. 
Singapore 0104. 
Phone: 983774-5, 918481, 
92092, 431451, 430973. 
Hong Kong 1406 Melbourne Plaza, 


33 Queen's Road, C. 

Phone: 5-251580, 5-251470. 
Suite 612, 333 Kearny Street 
SFO, CA 94108. 

Phone: (415) 956-2300. 


Rate for Singapore  : S$ 18/monthly 
Hong Kong : HK$ 75/ monthly 
San Francisco: US$ 125/6 months 


Rates for other countries will be provided upon 
request to: 

The Circulation Department, The Jakarta Post. 
Jalan Kerajinan 3, Jakarta Barat. 

Phone : 627809 ext. 127, 146. 

P.O. Box 85 Palmerah, Jakarta - Indonesia. 


San Francisco : 
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coupon rate of 15.5% bui in addition 
would allow bondholders to participate in 
the company's after-tax profits. 

This profit-participation feature would 
have raised the overall yield on Jasa 
Marga bonds to around 17%. And, to pre- 
vent the conversion of previously issued 
Jasa Marga bonds into the new issue, the 
profit-participation feature would have 
been extended to previously issued Jasa 
Marga bonds. This novel approach, how- 
ever, was rejected by the bond issuance 
committee made up of representatives 
from the Finance Ministry, the central 
bank and Bapepam, the capital-market 
executive board. The feeling is that the 
government was reluctant to share with 
bondholders the dividend-income stream 
generated by the company's toll-road in- 
come. Instead, the committee agreed to 
an alternative proposal to increase the 
bond's coupon rate to 16.5%. 


B: though the committee decided 
against the profit-participation scheme, 
it consented to treat withholding tax on 
bondholders' interest income on the same 
basis as interest income from bank depo- 
sits. Given the absence of any withholding 
tax on rupiah bank time deposits, bond- 
holders' interest income under this ruling 
becomes virtually tax-free. This tax 
exemption, however, is still subject to Fi- 
nance Minister Radius Prawiro's final 
ratification. 

Despite the tax incentives, the manag- 
ing underwriters, Merincorp, Finconesia 
and Indovest are taking no chances. All 
three NBFIs (non-bank financial institu- 
tions) which have state banks as their 
major shareholders are using their respec- 
tive state bank's extensive branch network 
to drum up interest in the latest offering. 
Large state insurance companies and pen- 
sion funds have also been approached. 
The government is expected to urge these 
large institutional investors to give a help- 
ing hand. 

The three underwriters are also trying 
to spread the underwriting burden as 
much as possible by inviting all the NBFIs 
to participate in the offering. Some NBFIs 
have shown an interest in purchasing 
bonds for their own portfolios. 

As one merchant banker told the 
REVIEW: "We will consider participating 
not by how well the bonds sell in the mar- 
ket, but rather by how much we are willing 
to buy for ourselves." Others are more 
cautious. With money-market yields rela- 
tively low, reflecting very liquid condi- 
tions, bond investment is reasonably at- 
tractive. But should the (rupiah) money 
market tighten up, yields on short-term 
rupiah funds could easily increase to 
above 16.5%. 

For the NBFlIs, lending through the 
medium of promissory notes remains à 
more attractive alternative. But for in- 
stitutional investors, now that tax treat- 
ment on interest from bonds and bank 
time deposits are the same, bonds are be- 
coming a more attractive form of invest- 

ment. 
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Singapore's Post Office Savings Bank is denied a full retail E 
licence but is permitted to extend its customer services 2 


By V. G. Kulkarni 


Singapore: It was billed as the single 
most significant event in Singapore's 
banking sector this year, but it ended in 
anti-climax as official caution prevailed 
over bankers' ambitions. The Post Office 
Savings Bank (POSB), à tax-exempt 
statutory body under the Ministry of Fi- 
nance and the first resort of all small sav- 
ers in Singapore, had wanted to venture 
into the lucrative but risky field of com- 
mercial banking. In the event, the govern- 
ment has allowed POSB merely to extend 
its retail services to non-institutional cur- 
rent accounts and fixed deposits and the 
issue of travellers' cheques. 

In January, POSB announced that the 
government had allowed it to offer fully 
fledged commercial-banking services. 
POSB executives had begun to draw up 
plans for beefing up their staff with a view 
to going fully commercial by mid-1984. 
Veteran banker Hsuan Owyang, a former 
director of Overseas Union Bank, took 
over as chief executive officer. 

The 13 local commercial banks which 
have so far been largely free of domestic 
competition — the Monetary Authority of 
Singapore (MAS) does not easily grant li- 
cences — saw a major threat from POSB 
which has the largest network of branches 
in the republic, in addition to having the 
biggest savings-deposits base. The com- 
petition would be unfair, these bankers 
reasoned, because they had to pay a 40% 
profits tax while POSB was tax-exempt. 
But even as the bankers were lobbying 
hard, the POSB announcement turned 
out to be premature as the government 
had appointed a steering committee to 
review the whole issue. 

Over the past year, several state-owned 
or controlled institutions have been vying 
to enter the banking field but the MAS has 
not taken kindly to their attempts. Re- 
cently, the state-owned trading firm, 





Half a commercial bank | 4 


‘known to have argued that if POSB we 


POSB branche wider dntorasts prevail over commercial | ambitions. 
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Intraco, was denied permission by tl the 
MAS to buy a minority stake in a privat 
bank (REVIEW, Aug. 4). In the fu re 
even a 5% interest in a bank will regu i 
MAS approval. 

There are 279 commercial-bank o 
in Singapore and the MAS is known 
have felt that the addition of the 1o 
POSB branches would further crowd a n y 
already over-banked market. It is 
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allowed to go commercial, its tax-free 
status should be revoked, making comp = 
tition fair and equal. a 

Another reason for not letting POSB ge 
commercial was that as a statutory bodyit t 
is required to keep at least half its assets in — 
government securities or loans to other | 
statutory bodies and state-controlled er ia | 
terprises. At the end of 1982, it held — 
$$656.3 million (US$305.3 million) in 
government securities and treasury bills. 
As a commercial bank required to make 
profits and pay taxes, conceivably it could. 
have demanded that the propo- of. 
low-yielding government securities cé 
ried on its books be reduced. 


A: a result, wider interests prevailed 
over POSB’s commercial ambitions as 
the government acknowledged its role i in 
providing consumer-banking services “es- - 
pecially to small savers, and in mobilising _ i 
domestic savings for national devel 
ment." The government added that Da 
the best interests of the public, POSB will | 
remain a statutory [body].” i 
However, POSB is being given more — 
opportunities to make money, such as 
through income on services provided for 
current accounts and travellers’ cheques. 
Under the new category of fixed deposits, 
which POSB has also been allowed, it is 
likely to seek such term deposits as collat- 
eral from state-controlled firms to which i ito 
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p companies. 
he aftermath of a run T month on 
rseas Union Finance (REVIEW, July 
'hich was convicted of violating the 
ce Companies Act, POSB has a de- 
l advantage in attracting fixed depo- 
m the small saver. As it is a statut- 
ody, its deposits are guaranteed by 
government; there is no comparable 
osit-insurance scheme for commercial 
nks and finance houses. —- 
While commercial bankers were re- 
d that POSB is not being allowed to 

thei preserve of trade- ee and 

































































yproval to open branches — POSB 
eaches most localities in. the 














las 2.3 million accounts —- almost 
Singaporean banks with it — and 














chael Stroud 
The latest ambition of Taiwan’ S 
y. of Finance (MoF) is to see a ven- 
company formed which would 
in risky high-technology-oriented 
rises. Officials say newly drafted 





























áithin the next few months and the 














at. E 
with every major Taiwan develop- 
roject, this prediction should be 
. The MoF's proposed venture- 
regulations were made public only 
il and a preparatory committee to 




































formed until May. Some critics doubt 
at enough investors, some. foreign, 
d be found to get the project off the 


and. Genentech in California, cap- 





tives of United States fi 





ire listing the potential. adva 
he services of Lee & Li, one of the is- 
$. 


ntly established Internationa 
it Trust Co. — the vehicl 


e-capital regulations could become - 


ould be formed as early as the end of 


establishment of the company was - 


ound within the year. Still, the govern- - 
nent appears determined to press ahead. | 
In June, Finance Minister Hsu Li-teh 
^a fact-finding mission to visit ad- 
, high-risk. companies - such as 


p with a meeting in Los Angeles - 


enture-capital investment in Taiwan | 
; most respected international law 


/hile officials are loath to compare the 


-vice network. 


e rewards of risk 


an lays the legislative groundwork for establishment 
chnology-oriented venture-capital firm 














talis a high-risk, high-profit business," 
said. “This sort of operation should be | 
| handled by the private sector. The govern- 
ment doesn’t fit.” 
. tively small operation, with capitalisation | 
of. US$5-10 million, which initially would | 1 
_ pump funds into at least 10 technology-in- - 
titutions. He went armed with a}: s 


| ORG will fui he boost. this ser- 


In terms of deposits, POSB at the end of 
June had captured not far short of three- 
quarters of the total savings-deposit mar- 
ket of about S$9 billion, a share which is 
likely to increase given recent trends. Be- 


tween 1978 and 1982 its deposits rose al- 


most three times from S$2.2 billion to 


$$6.5 billion. With its growing. deposit - 


base, POSB would also figure more prom- 
inently in the inter-bank money market. 
"Another potential area for growth in 
POSB lending is the property market. 
While POSB does not publish the break- 
down of its loan portfolio, it is known to be 
involved in lending to the commerical 
property sector. Through an investment 
subsidiary it is a shareholder in the Raffles 
City project. More importantly, along 
with the Central Provident Fund, it 
launched last year a 100% financing 
scheme for residential-property loans, a 
market in which FOREN banks are 
lagging. : eae 


























which the Taiwan stockmarket will be in- 
directly opened to foreign investment, 
(REVIEW, July 28) — with the. proposed 
venture-capital enterprise, the projects 
have certain similarities. Both reportedly 
are the inspiration of Minister Without 
Portfolio K. T. Li, a leading proponent of 
investment in technology. Both were con- 
ceived before relevant regulations were 
promulgated. (Taiwan still does not have 
a trust law.) They are seen as pilot pro- 
jects, to be government-subsidised if 
necessary, but ultimately to pave the way 
for other private concerns. And both seek 


. to attract institutional investment to the is- 


land. 

Hsu told the REVIEW he- believes the 
government's role in the venture-capital 
firn should remain small. “Venture-capi- 


He foresees a compara- 


tensive ente rprises. 


In addition to financial backing, the 
: company would provide management ser- - 
| vices — perhaps even 
T the 1 reins a a sti d 
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s would accrue on four levels: 
^ Financially strapped inventors, previ- 


he . 





its of the c Contiirescapitil 
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ously inclined to rely on poorly organised 
family resources to set up shop, would 
turn to experts. 

» Infant industries of promise would be 
assured of backing. 

» Farmed-out management techniques 


could help make poorly run government 


enterprises more profitable. 
» The firm's investments would give an 
indirect boost to the stockmarket. 

Hsu conceded, however, that Taiwan's 
research-and-development. capabilities 
remain underdeveloped, and that a por- 
tion of the investments would have to be 
made abroad. Such operations, he 
suggested, could be allowed with certain 


qualifications: for instance, eventual relo- — — 





cation of manufacturing facilit 
Taiwan, or licensing 
techniques to Taiwan concerns, Con- 
sequently, while the breakthroughs would 
come from abroad, Taiwan would have an 
ample supply of prototypes to build on — 
a formula which has worked well for the is- 
land's electronics industry in the past 
(REVIEW, July 21). 

Like other favoured enterprises, the 
venture-capital firm will enjoy tax advan- 
tages. The provisions, as presented in the 
draft regulations, provide for: a maximum 
corporate-tax rate of 25%; a 20% with- 
holding tax on dividend income; an 
amendment to the Statute for Encourage- 
ment of Investment, allowing individuals 
to credit the company’s corporate income 
tax against their consolidated personal in- 
come tax, and an allowance for 80% of di- 
vidend income to be excluded from corpo- 
rate earnings. 

However, a number of kinks in the 
regulations still need to be ironed out. 
One particularly irksome problem is the 
role of shareholders. As originally 
drafted, the statute excludes shareholders 
with more than 575 of the capital from 
being appointed management personnel, 
the aim being to eliminate the ownership- 
management mix so prevalent in Taiwan. 
Hsu acknowledged, however, "we 
realised that the rich people would proba- 
bly end up splitting the shares, anyway. 

Other sticking points are the percentage 
of capital to be allocated for direct invest- 
ment, how much should be allotted to any 
single investment and what the ceiling 
there should be on capital financing by fi- 
nancial institutions. Another potential 


_ problem is the lack of an active secondary 
“market through which to sell out shares. 


Ultimately, the MoF probably will opt 
for maximum flexibility, allowing the ven- 
ture-capital firm more or less to make its 
own investment decisions. The definition 


-of “technology”. has purposely been left 


hanging, and oe even sees high: fashion 
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In these dark times, we still see a 
bright future for the energy industry 





Today, many suppliers of energy have been left to cope single-handedly 
with the problems facing their industry. But the energy situation affects all of 
us. And we must all work to find solutions. That's why Bank of America is as 
committed to the energy industry today as ever. 

And we're not just talking. We're lending our expertise. Our petroleum 
engineers and account officers are working together to evaluate the under- 
lying economic feasibility of projects. We're providing financial advisory 
services backed with the comprehensive, multinational capabilities that inter- 
national businesses need. Our record as a lead manager has made us a major 
force in syndications. And our leadership position in banking gives us the 
financial commitment capacity and flexibility major energy programs require. 

Without question the challenges are great. But so is our commitment 
to meeting them. Contact your nearest Bank of America office or branch. 

We re putting our energy into the energy industry to help make a brighter 
future for all of us. 


Look to the Leader." 
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tay at the Oberoi Imperial in Singapore. It'll be one of the 
best business decisions you've ever made. We're ev rn 
you can expect from an international hotel — and mor 
You have a choice of 600 rooms with private 
mini Oar and colour TV 
A Business Centre complete with full secretarial service 
to handle the affairs of the world. Self-service bar 
to entertain your clients, A reference liorary 
and meeting rooms. 
Superb food in three speciality restaurants and a 94-hour 
Coffee Shop. 'Live' entertainment in the Imperial Bar. 
A sophisticated discotheque Health centre and 
large poolside. Elegant banquet halls with spectacular views. 
We're also conveniently close to the business hub and 
fabulous shopping centres. 
Come, try the Oberoi experience. 


Ed Oberoi Imperial 
1 Jalan Rumbia Singapore 0993 
Phone: 7371666 Telex: RS 21654 Cable: OBHOTEL 
Owning Company: Hind Hotels Int. Ltd 
For reservations call your travel agent or Loews Representation 
internationa! (LRI) Worldwide, Lookeast Travels 233-8126-8 in 
Bangkok, Oberoi Sales Office 39 1108 Ext: 310/950 in Jakarta 


Oberoi Hotels in Cairo, Aswan, Dammam, Baghdad, Kathmandu, Colombo, Kandy, 


Singapore, Bali, Adelaide, Melbourne, Zanzibar, Delhi, Bombay, Calcutta and all over India. 
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Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asias frequent business 
travelers, the Far Eastern 
Economic Review offers you 
the most mileage. 








At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
ern Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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All over America and 
PE the world, American 
EN" companies are 
searching for precious oil and gas. 
Western Geophysical in Alaska. Texaco 
on the Gulf Coast. Phillips in Indonesia. 
Petty-Ray Geophysical 
in the Sudan. M. L. 
Randall Exploration 
in Louisiana's 
Atchafalaya Swamp 
area. The Opseis® 
5500 is with them. Opseis is a major 
advancement in geophysical data col- 
lection technology, a digital radio 

telemetry seismic re- 
In, cording system that is 
à completely portable. 
Utilizing a dependable 
à ; long-range FM radio 
d 












oil and agas, Opseis is 
saving precious time. 











link, it goes where 3 
cable can't, eliminates ple 

any concern for geo- ——— 
graphic obstacles, 

topographical and climatic conditions. 
Opseis is opening previously 
inaccessible areas, increasing crew 
productivity, and enhancing data 
quality. In the search for precious oil and 
gas, Opseis is saving precious time. 

For more information on what Opseis 
can do for your energy 
exploration effort, write 
us at Pawhuska Road, 
Bartlesville, 
Oklahoma 74004 or 
call 918 661-6141. 


OPSEIS '...New horizons in oil 
and gas exploration. 
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In Korea, belpfulness is tbe sincerest form of respect 


Helpfully Korean KOREAN AIR LINES 


We're honored to serve vou around the world 









e TICK the appropriate box: 


Hongkong, thanks largely to an 
CJ administration which genuinely 


poe the art of small government, 
a sparkling demonstration of the ef- 


ficacy of allowing the market 
mechanism to work. By freeing not 
only the market but its citizens to 
speak, believe, move around and 
start up businesses, it has created an 
enormous prosperity in which all 
have a chance to share. Its success is 
such that more than 5 million Chinese 
would rather live in it, despite its 
foreign administration, than under 
the stifling hand of communism. 

mags is , an anachronistic col- 

ony on opium and dedi- 
cated to the exploitation of the work- 
ing class, has enormously enriched a 
tiny number of entrepreneurs who in 
turn exploit its freedoms in their 
single-minded pursuit of self-enrich- 
ment. Its undemocratic and unre- 
sponsive bureaucracy pays lip-service 
to the public's welfare but, when the 
crunch comes, protects the interests 
of big business. Corruption is rife and 
business ethics minimal. 


There is truth in both these versions. 
While London is negotiating with Peking 
on Hongkong's status following the 1997 
expiry of Britain's lease on the New Ter- 
ritories, those who run the community's 
affairs would like to believe that a huge 
majority of the territory's people would 
tick the first box. Unfortunately, this 
shining image has been tarnished by in- 
controvertible evidence that its top ban- 
kers and businessmen were, during the 
boom years, so blinded by dreams of 
conquering ever-greater commercial 
empires and by simple greed that the 
judgment for which they are paid gener- 
ous salaries or by which they gain their 
profits flew out of the window. 

In such an environment, gossip — par- 
ticularly spiteful gossip — flourishes. 
While the bureaucrats of Hongkong are 
not remarkable for their political sen- 
sitivities or knowledge of the region, 
they should know enough to realise that 
attempts elsewhere to conceal the truth 
or to cover up mistakes breed yet more 
rumours and do enormous damage to 
public confidence and morale — the two 
commodities which the governor has fre- 
quently reminded the people are essen- 
tial while the 1997 talks go on. 

Bureaucrats, with their innate prefer- 
ence for secrecy, can too easily convince 
themselves that in the present political 
situation it would be unwise to prosecute 
a senior housing official for corruption 
or to make public the background to a 
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The talk of the town 


scandal involving the equipping of a hos- 
pital. They may go on to argue that this is 
not the time to wash in public any high- 
level dirty linen which inquiries into the 
affairs of large companies that have gone 
sour may turn up. 

€ IN April, the Hongkong Securities 
Commission appointed a barrister and a 
chartered accountant to examine the 
Carrian affair. Their terms of reference 
were wide: they were to investigate alle- 
gations of breach of trust and fraud con- 
cerning the relationship between the 
Carrian and Eda groups and their joint 
ventures, their dealings in securities, the 
payment of commissions between them 
or to third parties, the way in which Car- 
rian’s management had conducted its af- 
fairs and the accuracy with which it had 
reported its financial situation with a 
view to establishing whether any person 
had breached the Securities Ordinance, 
the Code on Takeovers and Mergers, the 
Companies Ordinance or any other laws 
designed to protect the ordinary investor. 
At the time the Eda inquiry was expected 
to take six months, while the whole probe 
would take “several months.” 

As recently reported by Shroff 
(REVIEW, Aug. 11) it is now being said 
that the Eda report cannot be expected 
before next spring and that the Carrian 
report will take even longer. Worse yet, 
it is now questionable whether the pro- 
mise to publish the results of the in- 
quiries will be kept. In such cir- 
cumstances, suspicions that the inquiries 
so far have turned up names of business 
leaders which the establishment deems it 
would be impolitic to reveal become 
overwhelming. 

e HONGKONG simply cannot afford a 
repetition of the unhappy story of the tri- 
bunal which inquired into allegations of 
insider trading in shares of Hutchison 
Whampoa prior to the announcement of 
the sale of a controlling share in the com- 
pany by the Hongkong and Shanghai 
Bank to Cheung Kong (Holdings) in 
September 1979. Two-and-a-half years 
later and more than 18 months after its 
appointment, the tribunal found no evi- 
dence of "culpable" insider trading, 
though several people had profited 
enormously by buying Hutchison shares 
shortly before the announcement of the 


deal. The tribunal exculpated the bank- 


ers, the brokers and the property dealers 
and confined its criticisms to a few local 
journalists and a public-relations firm — 
findings which raised questions about 
the government's real commitment to 
tackling insider trading and the compe- 
tence and effectiveness of the tribunal it- 
self (REVIEW, Mar. 26, ^82). 

Of Hongkong's prominent citizens un- 
touched by any breath of scandal, one is 


Financial Secretary Sir John Brem 


who has often, both as a E p a 


taipan and in his new role as financial 
secretary, taken blunt honesty to inet 
point of rudeness. The Securities Com- 


mission is responsible to him, and he has — 


already demonstrated his determination — 
to get the body working along the lines — 


he wishes by firing the previous commis- — 


* ule 


sioner. Bremridge could do no better in - 
the present circumstances than to pick | 
up the telephone and tell Commissioner | 
Robert Fell that he wants the relevant 
reports on his desk — even if they are in- - 


terim reports — by the end of Sep- | 
tember. He should thereupon publish | 
the reports, letting the chips fall where 


they may. 

The affairs of many other banks, fi- 
nance houses and companies are the sub- 
ject of speculation and gossip, and would 
merit full investigation themselves. But 
Carrian and Eda are central, symptoma- 
tic and symbolic, the tentacles of doubt 





reaching out to embrace a plethora of — 2 


other potential scandals. It is, for exam- | - 


ple, to be hoped that the court case re- 


sulting from the arrest of a suspect for 


the murder of an official of Malaysia's 
Bank Bumiputra will establish whether 
the banker's death was or was not con- 
nected with inquiries into investments by 
his bank's Hongkong subsidiary. 


e IN a very real sense, young people all — A 1 


over the world are still being presented 
with a choice between various forms of 
socialism (with that doctrine's appeal — 
however illusory — to the ideals of social 
justice and egalitarianism) and, on the 
other hand, various forms of open-mar- 
ket societies. Hongkong is being forced 
to face these alternatives as its fate is being 
decided between London and Peking. 
Bankers who take kickbacks in return 
for extending improperly secured loans, 
entrepreneurs who rig markets and in- 
dulge in insider trading, businessmen 
who falsify their accounts — all are 
traitors to the very cause they loudly 
praise and thus aid the demonstrably un- 
successful cause of socialism by reveal- 
ing what has been called the “unaccept- 
able face of capitalism." If Hongkong's 
youth is to be convinced that the status 
quo (or something very like it) is by far 
the better alternative to the puritanical 
disciplines of socialism, if the harmful 
gossip is to be stilled and Hongkong's 
morale restored and if the present Hong- 
kong Government is to prove itself a 
worthy pretender to post-1997 respon- 
sibilities, then Hongkong's rulers must 
demonstrate their determination to 
regulate when regulation is necessary — 
and to prosecute the crooks. A stable so- 
ciety needs clean stables, however Au- 
gean the task. It is up to Bremridge. 
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Packer's preference 


An Australian media magnate wants to privatise his upbeat 
company by turning its ordinary capital into preferred stoc 


By Brian Robins 

Sydney: Australian media magnate 
Kerry Packer has embarked on a novel at- 
tempt to buy out minority shareholders in 
his Consolidated Press Holdings Ltd 
(CPH), a move which values the company 
at A$218 million (US$191.2 million). If 
the move succeeds it will create one of the 
largest privately controlled empires here, 
rivalled only by the extensive private in- 
terests of the Smorgon family, which ex- 
tend from steel-making to meat-process- 
ing. 

Packer's proposal is a complex one but 
if it succeeds he will gain control of assets 
at a substantial discount to their true 
worth. Packer, through his private com- 
pany, Cairnton Holdings, has put forward 
a proposal to convert all the CPH ordinary 
shares he does not control into A-class 
cumulative preference shares. He will 
then offer A$5 a share for the preference 
shares. Alternatively, new preference 
shareholders may hold their shares for five 
years, attracting. annual dividends of 
A$1.25 a share, after which time the 
shares will be redeemed at par. 

The decision to convert the ordinary 
shares to preference stock is aimed at 
avoiding the onerous provisions of Aus- 
tralia's Takeover Code, while at the same 
time enabling Packer to gain full control of 
his group. Under the code, a bid must gain 
acceptances from shareholders control- 
ling more than 90% of the capital, as well 
as from 75% of all shareholders subject to 
the offer, in order to succeed. 

Given Packer's already large stake in 
the group, complying with these two re- 
quirements could prove difficult, espe- 
cially if there is shareholder opposition to 
the move. By taking this route to gain con- 
trol, Packer will need only a majority vote 
from shareholders. However, if Packer 
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votes his own substantial stake on CPH to 
support the move at the forthcoming 
shareholders’ meeting, he could fall foul 
of the Takeover Code. The code permits a 
company to completely “reconstruct” its 
share capital, but not if doing so amounts 
to a de facto bid. He has vet to clarify whe- 
ther he intends to vote. 

Already, the offer price of A$5 a share 
has been criticised by chartered account- 
ants Coopers and Lybrand as being 
neither fair nor reasonable in an assess- 
ment of the offer terms — but surpris- 
ingly, the accountants said the indepen- 
dent directors of CPH would be justified 
in recommending acceptance of Packer's 
offer. 

On a maintainable-earnings basis, 
Coopers and Lybrand estimated the net 
worth of CPH would be A$300 million, 
which is equal to A$6.67 a share — sub- 
stantially more than the intended bid 
price. The stated net asset backing of the 
shares is A$4.54 a share, but the group has 
attached no value to its two TV licences 
which Packer himself, in a recent inter- 
view, estimated to be worth more than 
A$200 million alone. 


A the hub of Packer's operations are the 
two TV stations: TCN 9 in Sydney and 
GTV 9 in Melbourne. Both are highly 
profitable and regularly achieve high 
viewership ratings. With only three com- 
mercial TV stations in Sydney and Mel- 
bourne combined, ownership of a TV sta- 
tion here has traditionally been regarded 
as a licence to print money. And with the 
launching of a domestic satellite later this 
decade, Packer should be able to beam 
right across the country. 

In addition to his TV interests, Packer 
also owns a large stable of popular 


Packer; Murdoch: rumours repeatedly denied. 





magazines. Some titles were recently sold, 
and there have been constant rumours (re- 
peatedly denied) that a number of other ti- 
tles will be sold to Rupert Murdoch's 
News Corp. Other interests range from 
property development on Queensland's 
Gold Coast to operating ski resorts in 
southern New South Wales, as well as 
owning a small coal mine in the Hunter 
Valley. 

Packer was recently negotiating to buy 
some major pastoral properties in the 
Northern Territory for around A$10 mil- 
lion, but the negotiations broke down be- 
cause a deal would have given Packer con- 
trol over more land in the Northern Terri- 
tory than is allowed by law. 

In the year to June 30, 1982, CPH 
earned a net profit of A$23.4 million. For 
the year ended this June 30, profits were 
expected to be steady at around A$25.1 
million. 

If Packer succeeds in his novel pro- 
posal, it could be followed by a rash of 
similar moves. Many old family-control- 
led public companies have been disap- 
pearing from the stock-exchange lists in 
recent years, In many of these, minority 
shareholders were bought out, but often 
there were bitter arguments with smaller 
shareholders. over low prices being of- 
fered. 

Packers decision to go private also 
highlights the growing sophistication of 
the Australian financial system. Previ- 
ously, companies had to go public in order 
to obtain cheap capital and less costly fi- 
nance from banks, which traditionally 
have been more willing to lend if all a com- 
pany's accounts were publicly available. 
But now, intense competition in the cor- 
porate lending sector has eliminated the 
need for companies to go public. 

Packer controls 47.6% of CPH through 
Cairnton, which is in turn owned 51% by 
Packer and 49% by CPH. As such, the 
public company, CPH, has an indirect 
23.3% shareholding in itself. ! 

The stake in Cairnton is valued on the 
CPH books at only A$14 million. Using a 
similar offer price to that being made to 
the other public shareholders of A$5 a 
share, however, this stake is worth A$50 
million. 
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"he only useful pressure Pakit, can bring 
to bear on critics of. his proposal is 
hat dividend payments are expected to be 
ut. Deteriorating trading conditions have 
forced directors to state before now that 
- future dividends may be trimmed. A key 
problem of the group is its high level of 
= borrowings, though as it has a small 
. money-market operation, it is difficult to 
-- get an accurate grip on its true debt level. 
In the year to June 30, 1982, the CPH 















pared with a net profit of A$23.4 million. 
< In the six months to December 31, the in- 
-terest bill stood at A$21 million, almost 
_ double the net profit of A$10.76 million. 


The main problem area for.the group is 


its property interests. While full details 
have not been disclosed, CPH has been 


| active in development on the Gold Coast, 


: where prices have fallen significantly over 
“the past 12 months. In its assessment of 
"the group, Coopers and Lybrand esti- 
mated it held development properties val- 
. ued at A$51 million. The property ac- 
- tivities were lumped in with "other invest- 
ment activities," which had a total worth 
. 0f A$224 million. But outside borrowings 


against these interests, as well as minority | 


< interests, totalled A$234 million, giving a 
~ deficiency of A$10 million. 


The other major problem area for CPH | 


is its 68% investment in Forestwood Aus- 
tralia. The interest in this company 
: was acquired during the resources boom 
but it was expected to run up a loss of 
 A$3.7 million in the year to June 30, after 
losing A$1.88 million in the previous year. 
While the net assets of this group (which 
incorporates Packer's various mining in- 
. terests) were estimated at A$58 million, 
; Coopers and Lybrand took a value of only 
A$35 million, given the discrepancy be- 
tween the net assets of Forestwood and its 
present stockmarket value > of only A$25.5 
million. 


Before Packer disclosed d bis plans to buy — 


; out minority shareholders, CPH bought 
out the minority 20% of the capital of Pub- 


















- interest bill totalled A$31.9 million, com- 


lishing and Broadcasting (which holds 
Ats ~ interests). and álso retired some ; 






shareholders.’ : | 

: Since Wigmores' offer is unco 
-it must accept any BHP share 

it. Wigmores is likely to recen 








pany, “the Broken ] Hill Propi 
(BHP), which is currently value 
stockmarket at about A$3.8 billion | à Court i 
(US$3.33 billion). Wigmores spark, m iore tha 
capitalisation of just A$39 million. EE 
While the bid has been ridiculed in 
many quarters, most major BHP | 
shareholders are closely watching pro- 
gress — not that they seriously intend con- 
sidering the offer for their own holdings, | 
but because they are fascinated 3 
Holmes à Court's strategy. Through h 
Bell Group, he recently gained control of 
Wigmores, a medium-sized industrial: con- 
cern based in Perth. — | 
Now, using Wigmores as the vehicle; he 
has announced an unconditional: share 
offer for BHP, offering two Wigmores 
shares for every one held in BHP. Wig- 
mores, thanks in part to the Bell Group's 
A$6-a-share offer for the company, is 
trading at this price on stock exchanges. 
BHPi is an g at around A$10.80a share, 


ASIAN OCEANIC HOLDINGS LIMITED 


wholly-owned deposit taking company, Asian Oceanic Limited, 
: from HK$12,500,000 to HK $107,000,000 









































jing: say, 5% of BHP's once this v 
boost Wigmores’ assets to A$260- 
liabilities would stand at A$18 milli 
with shareholders’ funds of A$242 i 
j lion. In addition, it would have 41 mil 
shares in issue and hold 17.2 million BE 
shares. 

Wigmores is promising a 25 A-ce 
'share annual dividend which for accept 
BHP shareholders would total 50 
(since they are exchanging one BHP 
for two of Wigmores). At present, B 
pays a dividend of 40 cents a share an 
ally. ! 
Holmes à Court has not ruled ou 
donde of pn a porem 



































































Asian Oceanic Holdings Limited is owned by 


CIGNA Corporation | 


(40 per cent ownership) 










A leading provider of insurance and related financial services, 
formed through the merger of Connecticut General. and INA Corporations 


Oceanic Finance Company Lin T 
(40 per cent ownership) : 














A Hong Kong venture capital enterprise owned by a group 
of international investors and associated with Bliss & Company, New York 


Kuwait Foreign Trading Contracting 
 & Investment Co. (S.A. K J 
(20 per cent Vni) 

























; EE. leading Kuwaiti investment and financial institution. — .— 











holding achieved in BHP and re-investing 
the proceeds elsewhere, where they could 
gain a higher rate of return, thus more eas- 
ily financing the Wigmores dividend re- 
quirements. In this light, the Wigmores 
offer for BHP would appear to be little 
more than a money-raising exercise. 
Through the Bell Group, Holmes à 
Court has made a number of takeover of- 
fers which have been spectacularly unsuc- 
cessful, the most notable being à bid for 
the Herald and Weekly Times, a major 
media group based in Melbourne. 
Through TVW Enterprises, in turn con- 
trolled by Bell, Holmes à Court bought Sir 
Lew Grade’s ailing British Associated 
Communications Corp. in early 1981, pay- 
ing A$78 million. He shrugs off sugges- 
tions that this acquisition has strained his 
group, though a few months ago he liquid- 
ated a portfolio of investments in Austra- 
lian companies to raise more than-A$100 
million. But he played the market badly, 
selling at the start of a major bull phase. 
By getting hold of Wigmores and then 
accumulating a holding of BHP shares he 
has a new fund-raising vehicle. Wigmores' 
existing Caterpillar interests (it holds the 
franchise for Western Australia) are to be 
floated off into a separate public com- 
pany, which will also raise further cash. It 
is difficult to look at the Wigmores bid for 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 


Caterpillar at work; blasting at BHP mining site: the 
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4 Court: confident of success. 


BHP without speculating about Holmes a 
Court’s underlying strategy. By effec- 
tively offering A$12 a share for BHP scrip 
his offer is pitched below the group’s net 
asset backing of A$12.42 a share. In addi- 
tion, BHP is negotiating to acquire the 
bulk of General Electric’s Utah Inter- 
national operations for about US$2.4 bil- 


needless searching for information. 
ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 


Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$175 (or its equivalent in local currency) 
in payment 
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bid was a shaker. 
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lion, though the final amount paid out will 
be far less. 

The timing of the Wigmores offer is as- 
tute, coming only days after BHP had 
reached agreement with the federal au- 
thorities on a plan to resuscitate the local 
steel-making industry, through a system 
of bounties, government subsidy and con- 
tinued new investment spending by BHP. 
The BHP board has little choice but to 
treat the Wigmores offer seriously, and di- 
rectors have stated, that when the legal 
documentation is received, they will re- 
spond accordingly. There is little doubt 
that BHP's board will reject the offer out 
of hand, as will most major BHP share- 
holders. 

As the biggest publicly listed corpora- 
tion in Australia, BHP is à favourite not 
only of the big institutional investors but 
also of small individual punters. Its share 
price has risen strongly this year in the 
wake of substantial offshore buying by in- 
vestment funds. The group recently re- 
ported net earnings for the year ended 
May 31 of A$244.76 million, down from 
the A$360 million profit earned the previ- 
ous year. 

With the improving prospects of its ex- 
tensive — steel-manufacturing division, 
combined with a slowly increasing eco- 
nomic tempo within Australia, BHP has 
strong prospects of reporting significantly 
increased profits in the near future, espe- 
cially if its purchase of the bulk of the Utah 
operations proceeds as planned. 

Holmes à Court has said the BHP bid 
will be a success even if acceptance is re- 
ceived from only one shareholder. The 
aim of the exercise may not be to establish 
a major shareholding position in BHP, but 
perhaps to establish à new investment 
company. Or alternatively, if Wigmores 
does garner a sizable holding in BHP, say 
10-15%, this would make it by far the 
largest shareholder in the company (the 
biggest individual shareholder now is the 
Australian Mutual Provident Society 
which has 5.2%) and, if it were to team 
up with some of the institutional share- 
holders, the combined nexus could exert 
considerable influence over the future op- 
erations of BHP. — BRIAN ROBINS 
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Improved operating efficiencies under- 
pinned a strong profit performance 
turned in by Rothmans of Pall Mall 
(Australia) which lifted its net profit 
39% to A$31.6 million (US$27.7 mil- 
lion) in the year to June 30. Turnover 
rose 20% to A$659.8 million, from 
A$548.8 million previously. 

Investment income rose to A$2.8 mil- 
lion (previously A$2.4 million), while in- 
terest charges were A$1.5 million, down 
from A$1.6 million previously. Pre-tax 
profits rose 40% to A$57.02 million 
(previously A$41.6 million) while the 
tax provision rose to A$25.3 million 
(from A$18.7 million). 

The final dividend has been raised to 
22.5 A cents a share, giving an annual 
payout of 45 cents a share, up from 40 


cents previously. — BRIAN ROBINS 


Marcopper recovers 


Marcopper Mining Corp., a leading 
Philippine mining company, moved to a 
net income of P15.08 million (US$1.4 
million) in the first half of this year from 
a net loss of P48.42 million in the same 
period in 1982 under the impetus of an 
expanded volume of copper-concentrate 
sales and better prices for the concen- 
trate contents of copper, gold and silver. 
However, Marcopper president Garth 
Jones voiced uncertainty about earnings 
prospects in the second half of the year. 
He said that while the recent peso de- 
valuation has increased local-currency 
proceeds from foreign-exchange earn- 
ings of the company, it has also raised 
production and other costs. 

—LEO GONZAGA 


Promet rockets 


Promet, the Malaysian conglomerate in- 
volved in property, rig-building and oil 
exploration, reported a group net profit 
of M$38.3 million (US$16.3 million) for 
the first half of 1983, up 108% from a 
year earlier. Sales were down by 7% to 
M$223.9 million. The bulk of the earn- 
ings appear to have come from property 
operations and the company said profit 
levels will be maintained in the current 
half. No interim dividend was an- 
nounced. — V. G. KULKARNI 


Australian Motor stalls 


Australian Motor Industries, 50.1% 
owned by Japan's Toyota Motor Co., 
lost A$10.2 million (US$8.95 million) in 
the year to June 30, compared with a net 
profit of A$4.8 million earned in the pre- 
vious year. Depressed demand and in- 
tense competition were blamed by direc- 
tors for the poor result. Turnover during 
the year fell 14% to A$360 million, down 
from A$420 million previously. 
Higher interest charges bit into the 
group performance, with the interest bill 
rising to A$5.4 million (previously 


A$2.8 million). The depreciation provi- 
sion fell to A$8.6 million, from A$9.4 
million previously. The final dividend 
has been cut to 1 A cent a share (previ- 
ously 3.5 cents) giving an annual di- 
vidend of 3 cents. — BRIAN ROBINS 


UOB advances 


Singapore's United Overseas Bank 
(UOB) registered a net profit of S$58.7 
million (US$27.3 million) for the first 
half of 1983 (up 26.5% from the first-half 
1982 profit). At the group level, net pro- 
fit after minority interests was up 24% to 
$$81.2 million. An interim dividend of 
8% gross was announced. 

UOB's finance-company subsidiary, 
United Overseas Finance, showed a 
modest 5.7% rise in interim net profit to 
S$4.2 million. — V. G. KULKARNI 


A steady OCBC 


Group net profit for the first half of this 
year at Singapore's Oversea-Chinese 
Banking Corp. (OCBC) rose to S$63.5 
million (US$29.5 million) or 5.6% above 
the first-half 1982 figure. Forthe bank it- 
self the net profit was S$46.8 million or a 
rise of 6.6?5. An interim dividend of 6 S 
cents a share, less tax, was recom- 
mended. The net profit did not include 
an extraordinary gain of S$26.4 million 
arising out of the sale of interests in the 
International Bank of Singapore, the 
amount being credited to reserves. 
OCBC also proposed a one-for-10 rights 
issue. — V. G. KULKARNI 


Berli Jucker jumps 


Berli Jucker Co. — a trading company 
listed on the Thai stockmarket which 
deals in various types of consumer pro- 
ducts — reported a Baht 48.4 million 
(US$2.1 million) net profit for the nine- 


month period ended May 31, a hefty | 


61% increase from the corresponding 
period in 1982. Riding on the tide of 
Thailand's general economic recovery 
since early 1983, revenue rose 19.4% to 
Baht 1.5 billion over the same period. 
Total assets stood at Baht 994 million at 
the end of May, up 7.6% from May 1982. 

— PAISAL SRICHARATCHANYA 


DBS up at half-time 


The Development Bank of Singapore 
(DBS) posted a net profit of S$72.3 mil- 
lion (US$33.6 million) for the first half of 
1983, up 11.1% from a year earlier. 
Operating income was up 7% to S$568.9 
million while operating expenses plus 
provisions for bad loans were $$434.8 
million against the previous $$426.7 mil- 
lion. Tax charges were 46% of operating 
income compared with 38% a year ago, 
indicating an increase in provisions for 
bad loans which are not tax-deductible. 
Total assets of the DBS group rose by 
27% to $$15.13 billion. DBS announced 
an unchanged interim dividend of 8 S 
cents a share, less tax, — V. G. KULKARNI 
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_No shortage of good news 


_GAINERS outnumbered losers among Asian stockmarkets, which reacted in different ways 
| to favourable domestic economic indicators in the period to Aug. 15. Singapore and Kuala 
_ Lumpur advanced on bright prospects announced by officials. Taipei settled at just above the 
- .. 700-point barrier on the weighted index. Hongkong moved slowly higher in an atmosphere of 
: uncertainty. But Seoul, despite generally good half-year results from most listed companies, 
A remained bearish as the government probe into kerb money-market operations continued. 


AUSTRALIA 





TOKYO: in stow trading, mainly influenced by | aging director by David Davies of Britain's MEPC 





Wall Street and the absence of many brokers who | property group (REVIEW, Aug. 18). Aust. All-Ordinaries Index 
were on summer holidays, the market drifted up- - : Meo m 
wards. The continuing weakness of the yen made in- MANILA: The upgrading of Basic Petroleum from | Aug io 6& 
vestors cautious though generally did not lead to | the small board to the big board was almost the only | Aug. 11 — 66: 
— further declines in share prices. There was some pro- | highlight of a dull week. The oil driller has satisfied | Aug. 12 — — — — — — — ——— 66" 
fit-taking in chemicals. Investor interest wandered | the requirement for an enhanced listing in terms of reci € : As 
from sector to sector without a clear pattern. There | earnings and dividends. The speculative sector itself | 
was, however, bullish sentiment for shares in the sec- | remained anaemic. Only 196.4 million shares worth qoe hs 
ond section of the Tokyo Stock Exchange. The Nik- | P17.3 million (US$1.6 million) changed hands, | asau 258 ; 
kei-Dow Jones Average closed at 9,020.30, up 60.3 | among the smallest recorded this year. Losses from | Anoo Ermoraion ^ 29 
points from the previous period. week-ago levels ranged, among mines, from a half- | 425. pins E 











| centavo for both Lepanto and Philex to 75 centavos | | ^vsiatan cons ine 151 56 
ex SINGAPORE: Good news bolstered the market | for Atlas A and P2 for its B shares. Pav ac. pe 2 
3 which recovered by Aug. 15 the losses incurred since Boral 319 16 
4 the beginning of the month. Fraser's Industrial Index TAIPEI: After falling more than 40 points during | $7577. a ia 
" closed at 5.471.68, up 145.75 points from the pre- | the previous period, the market crept up slowly only | sxe 1083 48 
3 vious period. Prime Minister Lee Kuan Yew's report | to fall again when the weighted index passed the 700- | 577^ za d 
f. on the half-year performance of the economy gave | point barrier. The index closed the period at 700.68 | canononisaBiowery 2 78 18 
the market a shot in the arm. A survey of business ex- | for a gain of 11.55 points. Analysts pointed to the | 777 ps 3 
pectations also revealed that entrepreneurs foresaw | slack investor interest as an indication of the continu- | csa 423 12 
better business conditions in the third and fourth | ing strength of forces behind the recent market cor- | Poem» 135 15 
quarters of the year. Total turnover in the four-day | rection. Value turnover averaged only NT$755 mil- | £55 c» ye a 
trading period — the market was closed on Aug. 9, | lion (US$18.87 million) a day. Hardie J 3 9e 05 
National Day — was 54.5 million units, an average of boe ode c js ra 

13.6 million shares a day. AUSTRALIA: Following four days of indifferent | teraLeasecop 4 60 06 

E trading, prices on Australian sharemarkets surged on | eaS e v 
TU KUALA LUMPUR: The market recovered and Aug. 15, pushing the Australian All-Ordinaries | soso 314 to 
Fraser's Industrial Index closed at 3,455.98, up | Index to its closing 673.4 points, up 0.7 of a point | 57 s cecus Kee 2: 
129.32 points from the previous period. Sentiment | from the previous period. For most of the week, | sew 7:78 T 

was boosted by Finance Minister Tunku Razaleigh | prices drifted as the previous high level of offshore | 707"... — $7 : 
Hamzah's statement that the government's austerity | demand began showing signs of drying up. But re- | westemmnng "AB 26 

— drive was paying off and if the trend continued the | newed overseas interest later, combined with a | v" ra PM 

— country’s balance of payments would be healthier by | slightly stronger gold price, resulted in prices firming rege £9 ^ WA 


the end of the year. The fact that palm-oil prices had 
improved and global consumption of natural rubber 
was rising also helped. Mid-year corporate results, 


anew. Interest is likely to be focused on the Wig- 
mores bid for BHP, but until formal documentation 
is completed, little progress will be made. 


HONGKONG 


4 too, have been better than expected. Total turnover Hang Seng Index 

A in the five-day period amounted to 46.51 million | NEW ZEALAND: after rising for six weeks, the | aug. 1.020 

— — Shares, a daily average of 9.3 million. market ran into more determined selling in the latest | | Aug. 10 1.029 

z SEOUL: period and leading industrials closed looking soggy. T 4 jte 

: » Despite generally good half-year results | The NZUC Index finished 20.61 points lower at | Aug 15 1:047 

h reported by most of the 328 companies listed on the | 939.22. Property stocks, which had recorded startling | Change on week +18 
Seoul stock exchange, the market remained bearish | advances in the previous period, lost up to half their 
amid slow trading during the period. Prices of most | gains as speculative interest ebbed. Oils remained was E , 
issues fell, with motor shares showing an average de- | the one really bright sector and, though they closed | 5er 1.90 50 
cline of Won 40 (5.13 US cents). Electronics shares | well off the top, interest remains strong, spurred by | ica ias ai a 
also performed weakly, despite summertime peak | the now imminent arrival of two offshore rigs for a | caman Suspended — — 
demand for refrigerators and coolers. Analysts | major round of drilling. e St ea do n 
blamed the gloom on the government's continuing Conc 196 59 
investigation of the kerb money market. BANGKOK: the market weakened in sluggish raven). pde — 

d trading during the four-day period (Aug. 12, Queen | muse Hoos exow 565 L 

| HONGKONG: The market moved higher but in | Sirikit's birthday, was a holiday). Fears that rising sate pe a 


significantly lower turnover. Average daily volume 
was just HK$104 million (US$13.9 million) as the 
Hang Seng Index rose 19.24 points to close the period 
at 1,047.24. Investors generally stayed on the 
sidelines, adopting a growing wait-and-see attitude. 
Concerns are United States money-market trends 
and their effect on the vulnerable local currency, as 
well as politics. One feature of trading was a slight 
strengthening in Hongkong Land's share price on the 
news that Trevor Bedford ts to be succeeded as man- 
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United States interest rates might indirectly affect 
the Thai economy eroded investor confidence. The 
previous period's weakness also resulted in nervous 
investors liquidating holdings. However, the selling 
gradually subsided mid-week and some recovery was 
noted as the market awaited second-quarter earnings 
and dividends from a number of quality issues. Aver- 
age daily turnover came to Baht 25.7 million 
(US$1.12 million). The Book Club Index posted a 
loss of 0.57 of a point to close at 130.93 points. 
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h olh wol The American Express Card. 


’ * P - : 
E UB am "4 Don' leave home without it. 
The Avis Rent a Car & Driver Service - the American Express way. 
Now, every Avis self-drive car has an experienced local driver you can 
hire by the hour, when you need him. 
You can reach appointments relaxed and on time. Then, when business 
is over, you can take the wheel. 
This new Avis service is available in Bangkok, Hong Kong, 
Jakarta, Kuala Lumpur, Manila and Singapore. 
And of course, you can sign for all your rental charges 
quickly and conveniently with the American 
Express Card, without having 
to pay any deposit. 
Avis and American Express - 
we'll make you feel like you 
never left home. Avis fcatures GM cars. 
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A woman 
of letters 


A Diplomat's Wife in Japan: Sketches 
at the Turn of the Century by Mary 
Crawford Fraser. Edited by Hugh Cor- 
tazzi. Weatherhill New York and 
Tokyo. (US$29.95). 


MARY Crawford Fraser was a woman out 
of step with her time. She travelled the 
world as the wife of British diplomat Hugh 
Fraser in the late 19th century and appears 
as a woman filled with immense curiosity. 
And she provided a discerning voice in the 
stiff world of Victorian diplomacy. 

Entering the diplomatic arena in 1874 
she sailed for China, then later to Chile. In 
1889 she arrived in Japan. From the very 
first letter in this book of amusing, some- 
times wry but always informative corres- 
pondence, she is seen as someone who 
shunned the opinions of others on travel. 
As she approached Nagasaki she wrote 
that she would rather “not have a host of 
first impressions of the ordinary kind, 
which, as it seems to me, satisfy meagre 
minds and prevent their ever really under- 
standing new places and races.” 

From the outset, she steeped herself in 
as much Japanese culture as was possible 
for a woman in her position and in her 
time, meticulously recording the sights 
and sounds of the world around her. In the 
street her world was that of the hawker, 
the juggler and children at play. And con- 
trastingly, she provided some cameos of 
the "secret" world of Japanese domestic 
life and its customs. In her role as the wife 
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Serving woman using a sewing machine: 
1889 print from A Diplomat's Wife in Japan. 





of a British ambassador, her world was 
that of diplomatic parties, meetings with 
royalty and ministers of state, and often — 
to her annoyance — outings with the wives 
of other foreign diplomats. 

At each turn of the page she brings her 
private and personal worlds alive in all 
their colour and energy. The Japanese 
people and their customs — from child 
rearing to marriage, from religion to art — 
are depicted in the fashion of the great 
19th-century letter writers. Nothing was 





too insignificant for her attention 
nor too cruel to be described in de- 
tail (as she did with leprosy). 
Nothing was too grand for her that 
it could not be explained as she 
tackled the tricky subject of the 
Japanese constitution and the 
struggle to rewrite the "unequal 
treaties" which Japan was forced 
to sign after it was forcibly opened 
to foreign trade and diplomacy, 

Her view of Japan is not pro- 
found but she does not hold the Ja- 
panese in contempt as did many of 
her day. To her, the culture was 
reverential, and each corner turn- 
ed, each temple or shrine visited, 
seemed to provide inspiration for 
another letter. She did as much as 
possible to correct the distorted 
picture of Japan which Europeans 
seemed intent on preaching and 
teaching. And she attacked with 
vigour the nonsense about Japan 
which filled 19th-century English 
schoolbooks. 

If there is one criticism to be 
made of this book of letters it is 
that it tends to be repetitive. But, 
for all that, these letters, written 
between 1889 and 1894, never 
seem to lose their energy. The 
beautiful wood-cut prints are too few, but 
those selected to accompany the letters 
show clearly the meeting of the Japanese 
and European cultures. 

Hugh Cortazzi has done an admirable 
job in editing the original two-volume 
work (published in London in 1899) into a 
collection of highly readable letters. And 
the editor's well-written and informative 
introduction places Mary Crawford 
Fraser's life and experience in a helpful 
historical perspective. — IAN FINDLA Y 





TRAVEL 


Paradise (temporarily) lost 


Sri Lanka. Apa Productions' Insight 
Guides. HK$120 (US$16). 


ONE of the effects of the recent com- 
munal violence in Sri Lanka was an 
exodus of tourists. Visitors from all 
over the world were apparently queuing 
up at airports to escape from the strife- 


torn country — and then to tell their 
horror stories to their hometown news- 
papers. 


This may seem a minor sidelight com- 
pared to the toll in lives and property. But 
to a country like Sri Lanka, which was rid- 
ing on the crest of its biggest tourist boom, 
it could be a major economic setback. So it 
is to be hoped that the subsidence in the 
violence is permanent and the tourists will 
return to enjoy the beauties of this island 
paradise. 

And it is to be hoped that they consult 


this guide before they go. There is little 
that can be said about the universally 
praised Apa series. Each one is packed 
with well-written information — and 
beautiful illustrations. And this, the latest 
in the series, is no exception. 

Like the others in the series, it mixes 
“hard” tourist information — where to go, 
what to see — with essays on the nation's 
history, politics and religions. It has chap- 
ters on festivals, food, dances, the impor- 
tant tea industry, wildlife and — it is good 
to see — on the superb diving around the 
island. Its 800 grams weight perhaps 
makes it too bulky for a practical 
guidebook, but it is a wonderful trip-plan- 
ning book. And, despite its high price, it is 
a marvellous armchair travel book for 
those who may have put off this year's trip 
to Sri Lanka until less troubled times. 

— M.MaL. 




















Bl 


o JN 


| Launching a boat into the surf: from Sri Lanka. | 
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Canon Personal Cartridge Copiers. 


3 If you've never consid- Canon's done it with a revolutionary new copying 
' ered owning a copier system. All the important copying elements are 
because of limited needs inside a convenient cartridge good for about 2000 


or space, consider the copies. When it's used up, you simply replace it 
X; copiers that are ideal for with a new one. The PC-10 and PC-20 even offer 
you, the professional. a choice of three different colors — black, brown 
* t 2000 copies, The new Canon PC-10 or blue — just by changing cartridges. No other 
simply snap in a new. and PC-20. copier is as compact, easy-to-use, service-free, 
SI? NET ONU THNTUEN These are the world's or affordable. 
first personal cartridge copiers — so small and Canon Personal Cartridge Copiers. Once you 
light, they'll even fit on your desk. have one, you'll wonder how you managed so 


50 now you can have a copier at arm's length long without it. 
whenever you need it. To handle virtually any 


copying job — for example, medical instructions 
for patients — without wasting a moment of your 


precious time. It's also handy for schedules, 


paperwork, articles, and even social activities.. Personal Copiers 
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LETTER FROM PORT BLAIR 


T: visit the Andaman and Nicobar 
islands, foreigners need to obtain 
travel permits in advance from the In- 
dian Government. In fact some of the 
200 islands in the chain require permits 
for Indian nationals to visit them. Ob- 
taining permission is not so much dif- 
ficult as haphazard. At some Indian con- 
sulates it is deceptively easy; elsewhere it 
can be all but impossible. And this is the 
first, not the final, hurdle. 

Port Blair, the capital, is three days — 
almost 1,000 kms — of rough sailing 
from India's east coast on a route that is 
irregular at best. The result is that pres- 
sure on Indian Airlines’ twice-weekly 
flights from Calcutta to the capital is ex- 
treme. The OK list, priority list, waiting 
list and ominously named chance list 
seem to be in a constant state of flux that 
becomes increasingly frantic as depar- 
ture approaches. Confidence that one is 
going to fly only comes as one boards the 
aircraft. On board, the dissipated ap- 
prehension is replaced by a dawning puz- 
zlement. The aircraft, the seats of which 
were so precious, is more 
than a third empty on take- 
off. 

The first sighting of the An- 
damans is of the handful of 
Burmese-held islands at the 
north of the chain — the An- 
damans are closer to Burma, 
Thailand and Indonesia than 
they are to the Indian main- 
land, though most of them 
are Indian territory. 

As passports are stamped, 
it is revealed that permits are 
necessary for travel outside of 
the tightly constricted munic- 
ipality of Port Blair. These 
have to be applied for, take 
time, and are unlikely to be 
granted outside of a narrow list of 
selected destinations. 

The town itself turns out to be a small, 
dusty place, sprawled across the south- 
western arc of the low hills embracing 
the natural harbour to which it owes its 
origins. In a quaint, almost colonial 
manner Port Blair manages a cosmopoli- 
tan air. Evidence of Muslim, Hindu, 
Christian and Buddhist influence co- 
exists within a few hundred metres, with 
a temple, mosque and wat within sight of 
each other; while the bland rural flavour 
is spiced by a small naval base whose per- 
sonnel require the services common to 
sailors everywhere. 

Port Blair has had its footnotes in his- 
tory. Locally there is a fierce pride in the 
presence of the Cellular Jail, built by the 
British to hold Indian nationalists and 
revolutionaries. Here hundreds were in- 
carcerated under a brutal regime and 
scores put to death. Today the jail serves 
both as a national monument and a lodg- 
ing for Thai smugglers caught in Indian 
waters around the islands. Neither was 


the role of the islands in the indepen- 
dence struggle limited to the surrogate 
activities of those held behind bars. It 
was in Port Blair that Subhas Chandra 
Bose raised the flag of Indian indepen- 
dence for the first time in 1942 as his In- 
dian National Army established its pre- 
sence in the Japanese-occupied fringes 
of India. 

Yet in 1947 the islands were almost an 
embarrassment to an India burdened 
with so many riches and troubles. Just 
after independence land on the islands 
was offered to Anglo-Indians to entice 
them out of the limelight. Few took up 
the offer. More recently other settlers 
have been more successfully recruited. 
Bangladeshi refugees and retired Indian 
Army personnel have both helped to 
swell the islands' population towards the 
200,000 mark. 

The town now boasts two hotels where 
foreign visitors are allowed to stay. The 
first is a tourist hotel five miles out of 
town set back from a crescent of palm- 
fringed beach, where local fishermen 





Port Blair: footnotes in history. 


haul in meagre catches. The guests are 
either Italians besotted with the colour- 
ful fauna of the as-yet-unspoilt coral 
reefs around the island, or Soviet 
tourists helping to balance India's im- 
ports from the Soviet Union. 

Despite the strict prohibition in force 
in the town, the Soviets do an attractive 
trade in Russian champagne, vodka and 
caviar in exchange for Indian rupees. 
Away from the hotel they are less for- 
ward-looking and look lost as their burly 
minders shepherd them round the rather 
limited circle of sights culminating in the 
iniquities of British imperialism as illus- 
trated by the Cellular Jail. 


he second hotel is a world apart. An 

"international" hotel whose backers 
caught wind that the opening up of the is- 
lands might be slower than they hoped 
during construction, it remains half- 
built, without significant clientele, 
perched in splendid isolation on the 
other side of the town looking across the 
entrance to the harbour. Here all possi- 





ble facilities are available — tomorrow 
or next month. 

Appropriate local flavour sees the 
completed blocks named after the indi- 
genous aboriginal tribes, the Onge, the 
Nicobarese, the Sentinelese and the 
notorious Jawaras. The only clients are 
Texas oilmen supervising the probing for 
offshore oil, who drink endless “omelet- 
tes" every night — prohibition requires 
gentle manipulation of receipts — and 
Indian officials and businessmen over- 
nighting before flying back to the main- 
land. 

These islands have a future, but the 
question is, which one? Both local and 
mainland entrepreneurs have been lob- 
bying for the islands to be 
opened up for large-scale tour- 
ism. But the Indian bureau- 
cracy responsible for the is- 
lands has been dominated 
until recently by a faction that 
wanted to protect the unique 
.anthropological environ- 
ment, mitigated by a little 
gentle development. The 
tourist lobby could not com- 
pete with the reality of the is- 
lands' isolation in the age of 
jet holidays rather than ex- 
peditions. | 

More recently, two other 
new and linked factors have 
upset this balance. There has 
always been an awareness of 
the timber resources available here, but 
distance and a lack of infrastructure has 
meant that useful exploitation has been 
limited. However, the recent discovery of 
a small offshore gas field 40 kms from 
Port Blair means that a new wave of oil- 
men is arriving. Improved dockyard faci- 
lities are likely to follow. The islands' geo- 
logical provenance suggests that offshore 
hydrocarbons might be matched by on- 
shore metal ores. Resource exploitation 
would threaten the delicate social struc- 
ture of both the settlers and the natives. 
Yet the resource argument is powerful. 

The other factor is military. The con- 
flict over the Falkland Islands has made 
many countries look to their more re- 
mote possessions. National pride or re- 
sources or both have spurred India to 
build up its naval strength in these once 
almost forgotten islands. Port Blair's 
naval base is to be improved and a new 
and larger naval base is scheduled for 
Great Nicobar, which is only about 100 
miles from Indonesian Sumatra. 

— CHRISTINE MARPLE 
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Crimes’ and punishment 
The group of 13 charged in Ho Chi Minh 
City with attempting to overthrow the 
government included seven Jesuit priests, 
not five as your report stated [The Week, 
REVIEW, Aug. 11]. This long-awaited trial 
took place on June 29-30. The six other 
defendants were four men and a woman, 
all of whom seem to be lay people, and a 
Dominican priest, Fr Albert Nguyen van 
Hoa. 

The accusations are a real litany of 
"crimes" of the old-style Russian vintage: 
illegally publishing a tabloid "to incite 
Roman Catholic believers to rise up 
against the administration"; contacting 
reactionary organisations abroad and re- 
ceiving money and gold from them; con- 
cealing "cryptographic equipment, signal 
communications and printing facilities," 
and so on. 

The priests and lay people had been 
held without trial since their arrest at the 
Dac Lo church in December 1980 and 
January 1981. 

At the end of the two-day hearing Fr 
Joseph Nguyen Cong Doan, regional 
superior of the Jesuits in Vietnam and a 
distinguished Bible scholar working on a 
Vietnamese version of the Bible, was 
given a 12-year sentence. His assistant, Fr 
Joseph Do Quang Chinh, was sentenced 


to five years' jail, while Peter Phan Huu 
Lai, an unordained Jesuit who lectured in 
linguistics at Saigon University, was sen- 
tenced to four years. Two other priests, Fr 
Joseph Linh and Fr Joseph Quy, were 
given periods of "surveillance," to be fol- 
lowed by periods of "challenge" (thu 
thach). The seventh Jesuit in the group, Fr 
Roch Trung, was "warned" and released. 

Amnesty International, the London- 
based human-rights ^ organisation, 
adopted the eight priests as “prisoners of 
conscience" some considerable time ago, 
and is now working for their early release. 
Accounts of the trial do not say whether 
the accused were given an opportunity to 
defend themselves against the charges be- 
fore being sentenced. As no foreign news- 
men or other independent observers at- 
tended, reports of alleged "confessions" 
must therefore be treated with great re- 
serve. 


Hongkong BERNARD J. SHIELDS 


Swire, esquire 

The Swire group profile [REVIEW, Aug. 4] 
made interesting reading. As Christopher 
Wood pointed out, the able performance 
of the Swire management stems in part 
from the company's special culture. He 
was right to credit John Atkinson Swire 
and Sir Adrian Swire (as well as their 


father, the late J. K. Swire) with building 
the firm into what it is today. However, I 
was struck by how the current business 
still expresses the strong personality of its 
19th-century founder, John Samuel 
Swire. 

In 1974, John Swire & Sons was kind 
enough to permit me to read its I9th-cen- 
tury business correspondence stored in 
London: thousands of letters have been 
preserved from the first four decades of 
the firm's operations. Through them all 
the forceful but conservative character of 
the founder stands out — he was not a sim- 
ple-minded buccaneering taipan. And, 
despite a spirit of competition with the 
Keswicks and Jardine, John Samuel Swire 
felt that he could not push too far too fast 
— even if it meant staying in the shadow of 
his rivals. i, 

Sometimes he despaired of his company 
ever being a match to Jardine. In a letter 
of February 11, 1881, he wrote: 

$JMCo., thro’ old standing, social 

and personal influence, will gradu- 

ally become managers of all joint 
stock Cos. that are monopolies in 

China, and where there are Com- 

peting Concerns, with the exception 

of Bks and Ins*. Cos., they will en- 
deavor to bring about an amalgama- 
tion in their favor. It cannot be 
helped. We never could have got 
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wins on style 


"Its been said that Pm one of the most exciting 
soccer stars ever. Through practice and dedication 
I developed my own unique style, 

a winning style. And I ad mire 

others who have the d 
dedication to develop a 

winning style of their own.” 


And like frequent guest Pele, 
we're sure it won't take you long to see pun 


Sheraton wins on style. MA 
From the moment you walk into'Our 
lobbies you'll see why. From traditional to 
modern, every Sheraton Hotel says com- 

fort and style in its own special way. 
From breakfast in your room, to dinner 
in one of our fine restaurants, Sheraton 
caters to your every need. 

So wherever your next trip may 
take you, make sure you come to 
Sheraton, and see for yourself how 
Sheraton wins on style. 


Sheraton Hotels 
Worldwide (S), 








Make your 
reservation to 
stay in style. 


With just one call we can immediately con- 
firm your reservation to stay in style, in any 
one of the more than 450 Sheraton Hotels 
worldwide. 

We do it with our sophisticated on-line 
computer reservations system. So with one 
call, your questions are answered, your 
reservations and requests are confirmed, 
and you can even book a year in advance. 

So call Sheraton's Reservatron II! now. 
And make your reservation to stay in style. 


UNITED STATES ....:.-2 5 800-325-3535* 
ol A NNESPERERRPOT UU DUI 800-325-3535" 
ION OAHU) ...... 2 a ce e. 926-4949* 
EASTERN CANADA .......... 800-268-9393* 
WESTERN CANADA .......... 800-268-9330° 
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the position. Trade  jealousies 
would have prevented any such ar- 
rangement. The inevitable is that 
JMCo. will before long tower above 
all Competition, but we should be 
able to play a respectable second 
fiddle and that is the most we can 
hope for.* 

As your article points out, the ability of 
Swire's descendants has lifted the firm to 
heights John Samuel Swire had little hope 
of scaling. Or, perhaps, Jardine may be 
said to have fallen. At all events, chair- 
man-designate Simon Keswick might now 
be well advised to adopt John Samuel 
Swire's motto for doing business in the Far 
East (given in a letter of 1884): "Avoid 
trusting Celestials or Terrestrials, there is 
no end of insolvency in China." 


THOMAS CHURCHILL. WARD 
Boston, Mass 


The sole solution 


Darryl Bullen's letter (REVIEW, July 21) 
reflects an ignorance of current Cambo- 
dian political realities. One of those 
realities is that Vietnam’s invasion and oc- 
cupation of Cambodia have been un- 
equivocally condemned by the rest of the 
world, and the Heng Samrin regime, in- 
stalled and maintained in power through 
force of arms by Vietnam, has been de- 
nied the United Nations Cambodia seat 
for four consecutive years by a clear 
majority of the members. 

Another reality is that for four consecu- 
tive years, Vietnam, a member-state of 
that world body, refuses to abide by its re- 
solutions calling for, among other things, 
a withdrawal of its troops from Cambodia. 
Bullen thinks that only when diplomatic 
and military support for the Coalition Gov- 
ernment of Democratic Kampuchea is 
stopped will it be possible for Vietnamese 
troops to leave Cambodia. 

Little does he realise that Vietnam will 
never leave Cambodia of its own accord 
and that all the rationales given for the 
presence of its troops in Cambodia are 
only excuses to disguise its real intention, 
which is to colonise Cambodia. Indeed, 
within the past 18 months, Vietnam has 
moved as many as 400,000 farmers, fisher- 
men and traders in various areas of Cam- 
bodia on top of the 180,000 troops already 
inside the country. 

Bullen lightly dismisses the non-com- 
munist resistance forces of the coalition's 
prime minister, Son Sann, as unworthy of 
any credibility. But the fact that we have 
survived at all for almost five years with 
little help from the outside is the best tes- 
timony of our credibility and the support 
we enjoy inside Cambodia. 

The Khmer People's National Libera- 
tion Front (KPNLF) disagrees with Bullen 
that recognising the Samrin regime is the 
solution to Cambodia's ills. A solution to 
Cambodia's afflictions must be sought 
within the framework of the UN-spon- 
sored International Conference on Kam- 
puchea and various UN resolutions on 


Cambodia. VOA HUY KANTHOUL 
Minister Counsellor 

(Information & Press) 

New York KPNLF Representation Office 


GIVE CROSS. 
IPS GOOD FOR 
BUSINESS. 


Stimulate sales, recognize 
achievement, or express gratitude 
for a business friendship. The gift 
of a Cross Fountain Pen and Ball 

Pen in 14 karat gold filled will 
always leave a lasting impression. 
For helpful information, write on 

your company letterhead. 
A. T. Cross Co., 45 Albion Road 
Lincoln, R.1. 02865, U.S.A. 
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Lifetime Mechanical Guarantee 


The White House in Washington. 


Designed in 1792, the White House has 132 rooms occupying 86,184 
square feet of space. It is the official residence of the President of the United 
States of America. 


Great Landmarks 
of the world. 
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the Dusit Thani in Bangkok. 


At 56 square metres, the Lafidenack rooms at the Dusit Thani Hotel 
are the largest in Bangkok and certainly amongst the largest in the world. 
Each room is elegantly furnished with twin, double or king-size beds, 
huge lounge area with sofa, desk, coffee table, easy chair and marble bathrooms. 
The Dusit Thani also features six superb restaurants, enormous 
shopping arcades, bars, disco, swimming pool, tennis and squash 
courts, an executive centre and health club. 
The only things that aren't on a grand scale are the prices. 
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This is the flight deck of the world's 
most advanced jetliner, demonstrating 
Airbus' supremacy in ergonomics. 

Perfected by pilots, with pilots in 
mind. 

Providing clear, logical, "Need to 
know" in-flight data for optimum 


operational efficiency and minimum 
maintenance. 

Airbus. Putting all the advantages 
on your side. 





© Airbus 
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The most dramatic indications of Singa- 
pore's raging construction boom are the 
futuristic-looking new office and hotel 
complexes shooting up a the repub- 
lic’s ordered boulevards, giving the city 
an almost space-age appearance. But 
space is what Singapore has too much of 

— too many offices, hotel rooms and 
homes, many of them planned during the 
late 1970s when the economy was boom- 
ing and interest rates were low. It thus 








appears increasingly likely that the mar- 
ket is headed for a slump. Singapore 
bureau chief V. G. Kulkarni examines the 
overall direction of the market, focuses 
on a crop of ambitious hotel projects and 
sizes up the role of the financial sector 
and the government (itself a major land- 
oh in property development. Pages 
Cover: Artist's impression of Rahardja 
Centre, courtesy of Harapan group. 


Benigno Aquino's widow, Cora- 
zon, weeps over his coffin and ap- 
peals for calm amid a massive 
outpouring of grief for the mur- 
dered opposition leader, carried 
to his grave in a thunderstorm as 
crowds estimated at more than a 
million watch. But as more facts 
are produced on the slaying, new 
questions arise on the govern- 
ment's responsibility. 


Page 16 

Pakistani President Zia-ul Haq 

Ee it perhaps too cool as vio- 
ence sweeps Sindh province. 


Regional Affairs 


Philippines: Who killed their hero? — 
Pointing the finger 
Pakistan: Wrong end of the stick 
Singapore: Designer genes 
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Foreign relations: Zeroing in on Asia — 
An export backfires 
Lobbying for Laos 
Refugees: Strange bedfellows 
Sri Lanka: An unenvied envoy 
United Nations: Into a holding 
pattern 
New Zealand: Shifts in the wind 
Mauritius: Jugnauth rolls back 
Diplomacy: A slightly open door 
Malaysia: The sun also sets 


Pages 23-24 

Some are more equal than others 
in Singapore's birth-control pro- 
gramme. 


Page 25 

Japan gives the cold shoulder to 
Soviet leader Yuri Andropov's 
new assurance on SS20 missiles. 


Page 26 
Sweden may have broken its own 
rules in selling arms to Burma. 


Page 27 

A hand of friendship from Thai- 
land to Laos upsets some Thai of- 
ficials. 


Page 40 
The Indian mediator sent to Sri 
Lanka faces an unenviable task. 


Page 42 

Renewed debate erupts in New 
Zealand over the prospects of a 
nuclear-free Pacific. 


Business Affairs 
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Page 44 

The S readies thawing of relations 
between China and South Korea 
goes on — but slowly. 


Page 56 

Another kerb-market scandal in- 
volving a major business con- 
glomerate and a former minister 
shakes South Korea. 


58 
The Trilateral Commission urges 
freer trade as a boost to develop- 
ment. 


Page 60 
Australia’s budget looks good... 
for now. 


Page 86 
Energy issues spark a rush to the 
New Zealand stockmarket. 


Page 88 
Singapore clamps down hard on 
gold traders. 





Singapore goes for gold 
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Harris Salleh 

- wins libel suit 
A Kuala Lumpur court has 
awarded libel damages of 
M$100,000 (US$42,500) to 
— Sabah Chief Minister Datuk 
—— Harris Salleh over a book pub- 
: lished last year about him. Jus- 
— tice Siti Norma said the book, 
— — The Fall of Harris Salleh, de- 
—  picted him as being corrupt and 
abusing his position to further 
his own financial interests. The 
_ judge added that the book's 
—. publisher, Abdul Jalil Ahmad, 
and the printer, Lee Wai 
Chuan, were motivated by 
= amalice and that the libel was 
— perpetrated for political and fi- 
- nancial gain. — K. DAS 


Burmese ex-officials 
= named as envoys 
— Two senior Burmese officials 
= Ousted in the government 
—  shakeup that followed the top- 
ling of Brig.-Gen. Tin Oo in 
— — May have been given diploma- 
. tic posts abroad. Maj.-Gen. 
— Tin Sein, former minister of 
livestock breeding ^ and 
fisheries, has been assigned to 
— Yugoslavia and  Brig.-Gen. 
- Myo Aung, the former army 
— quartermaster-general, ^ has 
- been sent to Nepal. 
Both men were criticised for 
having failed to report to 
higher authorities about con- 
— struction projects and other 
— — werk undertaken under orders 
given by Tin Oo.  —M. C. TUN 
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_ Tokyo reassures Seoul 

.. enlinks with North Korea 

. The Japanese Government has 
promised South Korea that it 
will not broaden its contacts 
with North Korea beyond 
existing levels so as not to tip 
the balance of power on the 
peninsula. The promise was 
made by Japanese Foreign 
Minister Shintaro Abe during a 
meeting on August 26 with 
South Korean Foreign Minis- 
ter Lee Bum Suk. Lee headed a 
large delegation of South Ko- 
rean officials visiting Tokyo for 
consultations. 

Also covered in the talks was 
the trade imbalance between 
the two countries; the question 

© — Of 43,000 Koreans living in the 
| Soviet territory of Sakhalin 
who wish to meet relatives in 
Japan and South Korea, and a 
proposed transfer of medium- 
level technology to South 
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Korea. On this last point, Ja- 
panese officials said they would 
encourage Japan's private sec- 
tor to train South Korean en- 
gineers. — SHIM JAE HOON 


India seeks to expand 
its role in Antarctica 


India has decided to join the 
Antarctic Treaty, an interna- 
tional accord reached in 1959 
aimed at managing conflicting 
territorial claims and guaran- 
teeing that the continent will be 
used for peaceful purposes. 
New Delhi has handed over its 
instrument of accession to the 
treaty and has indicated that it 
regards itself as entitled to take 
part in consultative meetings 
under the treaty. 

India has sent two expedi- 
tions to Antarctica, in 1981 and 
this year. It hopes to send an 
expedition there every year 
and also to set up a permanent 
research station. 

— MOHAN RAM 


Maldives president set 
for second term 

All but one of the 48 members 
of the Maldivian Citizens' Maj- 
lis (parliament) have nomi- 
nated President Maumoon 
Abdul Gayoom for a second 
five-year term. Under the con- 
stitution the people will vote on 
the nomination in a referen- 
dum, which will be held on 
September 30, but a result in 


Gayoom: no question. 





favour of Gayoom is regarded 
by observers as a foregone con- 
clusion. 

The only question is whether 
Gayoom will improve on the 
92% vote he obtained for his 
first term. The 46-year-old Is- 
lamic scholar has concentrated 
on modernising Maldives, de- 
veloping the remote outlying 
islands and building a thriving 
tourism industry. 

— MANIK de SILVA 
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Sri Lanka clears up 
riot insurance question 
The Insurance Corp. of Sri 
Lanka (ICSL) has obtained 
confirmation from its reinsur- 
ers abroad that claims arising 
from the July riots, which 
caused many millions of rupees 
worth of damage, will be met, 
ICSL chairman Chanaka de 
Silva said in Colombo. ICSL 
and the newer National Insur- 
ance Corp. (NIC) hold an in- 
surance monopoly in Sri 
Lanka ! 
A dispute on whether the 
disturbances — in which arson 





en 
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Riot damage: dispute solved. 





and looting caused substantial 
damage to factories, homes 
and vehicles — was a riot or 
civil commotion had raised 
doubts over whether reinsur- 
ance cover would apply 
(REVIEW, Sept. 1). This has 
now been cleared and a loss ad- 
justor, representing the rein- 
surers, was in Colombo when it 
was agreed that claims would 
be met. — MANIK de SILVA 


Sabah Energy Corp. gets 
major loan package 

A syndicated loan for the equi- 
valent of M$440 million 
(US$187.6 million) is being 
made by a group of 51 interna- 
tional banks to Sabah Energy 
Corp., to finance a gas-grid 


project and various indus- 
trial projects including 
sponge-iron, methanol and 


power plants, all in Sabah. The 
loan, which is guaranteed by 
the Malaysian Government, 
was signed in the Sabah state 
capital, Kota Kinabalu, on Au- 
gust 29, 

The loan is divided into 
US$150 million and ¥10 billion 
(US$41.1 million). The US 
dollar component is divided 
into one tranche (of US$100 
million) based on the London 
inter-bank offered rate and 
another based on United States 





prime or certificate of deposit 
rates. Interest on the yen com- 
ponent is based on the Japan- 
ese long-term prime rate. 
Malayan Banking arranged the 
total package and the Indus- 
trial Bank of Japan coordi- 
nated the yen loan. The tenor 
of the loan is 10 years and the 
grace period five years. 

— ANTHONY ROWLEY 


Mitsubishi is to buy 


Califomian bank 


Mitsubishi Bank of Japan has 
said it has agreed in principle to 
acquire Bank of California, 
based in San Francisco, for 
Y 65 billion (US$270 million). 
The American bank's assets at 
the end of 1982 were US$3.8 
billion and when combined 
with those of Mitsubishi's pre- 
sent California bank  sub- 
sidiary, assets would increase 
to US$4.4 billion. The Japan- 
ese bank said the transaction is 
expected to be completed in 
mid- 1984. — MIKE THARP 


Japan seeks to boost 

Asean technology ties 

The Japanese Government has 
sent a mission to the five Asean 
countries aimed at improving 
cooperation in science and 
technology. A Japan-Asean 
ministerial conference on such 
cooperation Was proposed by 
Prime Minister Yasuhiro 
Nakasone when he visited the 
Five in May, and the present 
mission is expected to lay the 
groundwork for that confer- 
ence to be held later this year. 
Tokyo intends to expand its aid 
in science and technology to 
the region, particularly in the 
fields of agriculture, food 
technology, civil engineering 


and energy. - MIKE THARP 
Burma sets 
computer project 


The Burmese Government re- 
cently started a four-year pro- 
ject to develop technical re- 
search and planning capacity 
through the use of modern 
electronic data-processing sys- 
tems. Assisted by the United 
Nations Development Pro- 
gramme through a US$3.8 mil- 
lion contribution, the project 
will involve procuring a main- 
frame computer and a com- 
puter network system includ- 
ing Spare parts and equipment. 
The government's contribution 
to the project is estimated at 
Kyats | 44. million (about 
US$550,000). —M.C.TUN - 
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CASH AND CARRIAN 


The time needed by Hongkong's 
Securities Commission and 
takeover panel to get to the bottom 
of a HK$200 million (US$26.79 — 
million) deal by Carrian Investments 
to sell its stakes in China 
Underwriters and Union Bank to 
officially unidentified Malaysian 
interests, could kill the whole deal. 
As announced, it was contingent on 
approval by September 9 both by the 
pue and by Carrian creditors who 

old Underwriters and Union Bank 
shares as security. But the murky 
nature of this latest piece of 
Carrian-a means the deadline will 
almost certainly be missed. 


STRETCHING A LIMIT 


Japanese Government officials are 
leaning mie d towards extending 
by one year the controversial 
"voluntary restraint agreement" on 
car shipments to the United States. 
The agreement, which limits exports 
to 1.68 million cars a year until next 
March 31, is opposed by major 
Japanese car-makers. But the 
government is now considering a 
one-year extension while raising the 
ceiling to 2 million units. There 

is one sticking point: General 
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CHINA 

A delegation of the anti-apartheid Pan- 
African Congress of South Africa held talks 
with Chinese Foreign Minister Wu Xueqian 
(Aug. 24). 


HONGKONG 

A Chinese woman dissident has been al- 
lowed by Peking to stay in Hongkong perma- 
nently, it was reported (Aug. 30). 


INDIA 

Thousands of Sikhs stormed past police 
barricades into government offices in several 
cities in Punjab demanding greater autonomy 
(Aug. 29). Two bombs exploded in Assam 
during a visit by Prime Minister Indira Gan- 
dhi's son Rajiv (Aug. 30). 


JAPAN 

South Korean Foreign Minister Lee Bum 
Suk held talks with Prime Minister Yasuhiro 
Nakasone (Aug. 29). 


MALAYSIA 

Former youth, sports and culture minister 
Datuk Mokhtar Hashim, who was sentenced 
to death for murder, filed for a royal pardon, 
legal sources said (Aug. 25). 


PAKISTAN 

Several hundred dissident lawyers boycot- 
ted courts to protest against flogging sen- 
tences for anti-government demonstrators 





Motors, which has production 
agreements with Isuzu Motors and 
Suzuki Motors, wants preferential 
treatment given to those companies 
when Japan's Ministry of 
International Trade and Industry 
begins to assign quotas to Japanese 
manufacturers. 


AN AVERSION TO VER 
Philippine 
Defence Minister 
Juan Ponce Enrile 
recently offered 
his resignation to 
President 
Ferdinand 
Marcos, 
according to well- 
placed sources in 
Manila. Marcos 
reportedly asked him to remain, but 
the political future of the tough 
minister, who has been a Marcos 
stalwart in the cabinet for the past 
decade, is in doubt. Enrile is known 
to want to return to practising law 
— he was a noted lawyer before 
joining the cabinet. According to the 
sources, his relations with armed 
forces chief of staff Gen. Fabian Ver 
have become increasingly strained 
of late. The final blow for Enrile 





(Aug. 24). Two people died near Larkana, 
Sindh province, as students demonstrated to 
demand the release of former prime minister 
Zulfikar Ali Bhutto's daughter Benazir from 
house arrest (Aug. 25). Several hundred 
Pakistani exiles will return home as part of a 
campaign to force President Zia-ul Haq to 
resign and hold free elections, a leading exile 
said (Aug. 26). Two of Bhutto's relatives 
were arrested when police moved in to block 
an opposition march for democracy, police 
said (Aug. 28). At least 28 people were in- 
jured when a hand grenade was thrown into a 
crowd gathered for an opposition demonstra- 
tion watched by foreign newsmen in a suburb 
of Karachi (Aug. 29). 


PHILIPPINES 

President Ferdinand Marcos announced 
that a special judicial commission would in- 
vestigate the murder of former senator Be- 
nigno Aquino and a statement from the presi- 
dential palace said that the government would 
offer a P500,000 (US$38,204) reward for in- 
formation leading to the arrest of the killer or 
killers ( Aug. 24). About 4,000 students of the 
University of the Philippines demonstrated to 
protest against Aquino's murder. Cardinal 
Jaime Sin declined a request by Marcos to 
join the judicial commission set up to inquire 
into Aquino's murder (Aug. 27). Police iden- 
tified Aquino's alleged assassin as Rolando 
Galman and said he was known as a hired 
killer (Aug. 30). 
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shortly afterwards. 


SHUFFLING THE TOP DECK 


Thailand's Defence Council is 
understood to have alread 
approved the cóntique i ane 
military reshuffle list which 
determines which senior officers are 
closest to the seat of power. The 
appointments and promotions are 
expected to be announced in mid- 
September, a day or two after army 
commander-in-chief Gen. Arthit 
Kamlang-ek returns from a month's 
visit to the United States and 
Europe. The trip is Arthit's longest 
absence from the country since he 
assumed his post and an indication 
of the confidence he now has in the 
senior officers under him. The list, 
said to have been approved shortly 


before he left on his tour, is widely | 


expected to confirm his appointment 
to the concurrent position of 
supreme commander in place of 
Gen. Saiyud Kerdphol, who is 
retiring. 


SINGAPORE 

Lone opposition MP J. B. Jeyaretnam 
pleaded not guilty to charges of making a false 
declaration and fraudulently transferring 
party funds (Aug. 24). Singapore is buying an 
early warning airborne radar system from the 
United States to help maintain security in the 
Straits of Malacca, the Defence Ministry said 
(Aug. 30). 


SOUTH KOREA 

Nine people were detained for demonstrat- 
ing outside the Philippine Embassy against 
the murder of Benigno Aquino, church offi- 
cials said (Aug. 24). State prosecutors ap- 
pealed against jail sentences imposed on six 
Chinese hijackers on the grounds that they 
should get heavier sentences (Aug. 25). Six- 
teen people. including a former cabinet minis- 
ter, eight government officials and four bank 
officials, were arrested for alleged involve- 
ment in à business scandal ( Aug. 29). 


SRI LANKA 

Minority Tamils in Jaffna staged a strike to 
protest against the killing of 52 of their com- 
patriots in a Colombo jail in July (Aug. 24). 
Fresh ethnic violence erupted in the Bat- 
ticaloa district, it was reported (Aug. 29). 


TAIWAN 

A Chinese air force pilot, Sun Tienchin, 
who defected to South Korea, arrived to à 
hero's welcome (Aug. 24). 
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-— Manila: More than a week after the execu- 

—  tion-style murder of former senator 
— . Benigno Aquino — killed by a single shot 
— in the back of the head as he left his home- 
— Coming flight at Manila Airport — the 
~~ government of President Ferdinand Mar- 
— COs has yet to counter widespread suspi- 
-—  «eion that it has blood on its hands. 

— Its failure to create an acceptable com- 
—7— — mission to investigate the killing, along 
— with Marcos’ prolonged absence from 

—— public view and the military's inability to 
—— explain accurately what happened, have 

> cut even deeper into the regime's credibil- 

ity. 

© As hundreds of thousands of Filipinos 

T filed past Aquino's bloodied corpse in a 

_ display of public concern unprecedented 
— in recent Philippine history, the govern- 
"ment appeared unable either to shape the 
—— course of events or to rebuild public confi- 

— dence in its authority. Marcos himself has 
— made only one public statement since a 

— TV appearance with his cabinet the day 
after the August 21 assassination and both 

armed forces chief of staff Gen. Fabian 

—— — Ver and Defence Minister Juan Ponce En- 
— file have been altogether silent. 

— — On August 30, Marcos was quoted as 
— telling visiting United States senator 
— — Mark Hatfield that the assassination had 
— affected the whole country and that the 

local outlawed communist movement was 
the only beneficiary. In Istanbul for a con- 

— ference on monetary affairs, Prime Minis- 

ter Cesar Virata said that “some elements 

— — dn government" may have been involved 

l in the assassination. “That is why an inde- 

— pendent commission was formed," he 
= . said. 

E 7 On the day of the funeral, massive 
— — crowds turned out to watch the cortege 
— asit weaved its way slowly from Santo 

Domingo church in Quezon City 

— through the streets of Manila — past the 
"statue of the Philippines’ martyred na- 
—- tional hero Jose Rizal in the central park 

— named after him — and on to the burial 

site at Manila Memorial Park just outside 

the capital. The crowds were so large that 
£ estimates of their size were difficult. but 
most observers put the figure at more than 

a million. The throngs stretched shoulder- 
to-shoulder for 3 kms in front of Aquino's 
hearse. Manila was virtually paralysed. 

At the early-morning Mass before the 
procession started, Manila’s archbishop 
and the leader of the Roman Catholic 
church in the Philippines, Cardinal Jaime 

Sin, delivered a homily containing some of 

E: his most vitriolic citicism of the govern- 

ment to date. Referring to the "tyranny 

and oppression" existing in the Philip- 
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Tee-shirted supporters: still no answer. 


pines today, Sin said Filipinos were exiles 
in their own country. “He must only 
whisper and never shout,” Sin said. But he 
added that Filipinos were no longer timid 
sheep — thus hinting at a new assertive- 
ness in the Filipino population since 
Aquino’s death, 


p and other security forces kept a 
discreet distance from the Aquino pro- 
cession. and many lowered their eyes as 
the cortege passed. Although the early 
stages of the funeral procession were gen- 
erally peaceful, some radicals in the 
crowd, probably representatives of the 
leftist National Democratic Front (NDF), 
carried. banners declaring: “Justice for 
Ninoy, justice for all,” with the names of 
known communist New People’s Army 
and other radical leaders, A “noise bar- 
rage" protest in support of Aquino was 
planned in Manila to follow the burial. A 
similar protest was carried out for several 
hours on the evening of April 6, 1978, the 
day before a rigged election for the Na- 
tional Assembly in which Aquino — then 
in jail — was conveniently defeated. 

The government was obviously stunned 
by the public's massive outpouring of af- 
fection, not only for Aquino but for what 
he represented. This came not only during 
the funeral, but also when the opposition 
leader's family moved the body — first 
from his house to a nearby church in 
Quezon City, then to his native province 
of Tarlac, north of Manila, and finally 
back to the capital, accompanied by weep-* 
ing crowds all the way. This was despite 
the efforts of a compliant local press to 





Who killed their hero? 


—. By Guy Sacerdoti and Rodney Tasker 


minimise the impact 
death had on the people. 

Widespread interest in the affair 
on the part of both foreign govern- 
ments and the world media has 
heightened the regime's concern 
that its international image has been 
permanently tarnished. At the same 
time, the uncertain situation follow- 
ing the slaying, according to one 
minister, prompted Marcos to ad- 
vise his entire cabinet to increase 
their own security. "We now have 
to prove that we are still a mem- 
ber of the international family 
of civilised nations," the minister 
said. 

The normally robust Marcos is 
now reliably reported by govern- 
ment insiders to be so ill as to cause 
serious concern. For the past few 
years he has suffered from a kidney 
aliment which currently is bad 
enough to limit his work schedule. 
| At his age — he will be 66 on September 

|] — a major operation such as a kidney 

transplant would carry increased risks. 

Local concern obviously centres on 

Aquino's untimely end. But there is grow- 

ing concern over the implications of the 

president's health for the country's stabil- 
ity at this crucial time. 

Marcos appears to be well aware of this. 
On August 31, he was pictured in Manila 
newspapers — the first pictures of him for 
a week — lifting his shirt before members 
of his cabinet to show that he has no marks 
on his body to indicate he has been under- 
going dialysis. In this highly charged at- 
mosphere government officials acknow- 
ledged above-average withdrawals of both 
peso and US dollar deposits from Philip- 
pine banks and offered assurances of cen- 
tral bank advances to cover any shortfalls 
in commercial bank funds. 

One current fear is that the powerful 
military leadership which Marcos has 
spawned may feel the time is ripe to en- 
hance their position and possibly take con- 
trol. The theory is that if the US decides to 
suspend military aid to the Philippines — 
as called for by such influential US leaders 
as Sen. Edward Kennedy — disgruntled 
military officers may decide to take things 
into their own hands. Many officers, par- 
ticularly in combat commands in insurgent 
areas, are already believed to be uneasy 
about the discredit which Aquino's death 
has brought the security forces. Such a 
scenario was heavily on Aquino's mind 
and played an important role in his deci- 
sion to return from his self-imposed exile 
in the US. | 
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Aquino had warned that the country 
faced the danger of an imminent military 
takeover and felt only he could approach 
Marcos with a view to ensuring civilian 
dominance by a return to a credible demo- 
cratic system. As one respected politician 
commented: * Unless Marcos can be made 
to give up power peacefully and organise 
an honest and fair election, the ultimate 
result of this will be a military takeover." 

Healthy or not, Marcos was evidently 
stymied on the question of forming a com- 
mission with independent credentials 
which could systematically investigate the 
circumstances surrounding — Aquino's 
death. The government version of events, 
with the alleged assassin identified only on 
August 30, has convinced virtually no one. 
The inadequately explained role of the 
security officers who were sent to escort 
Aquino from the aircraft must be ac- 
counted for. Varied accounts by govern- 
ment officials of what transpired that Sun- 
day on the tarmac demand a probe that is 
above reproach. 


FAR EASTERN ECONOMIC REVIEW e SEPTEMBER 8. 1983 


VAN 4 


a 


However, the commission Marcos has 
appointed is composed of former Sup- 
reme Court justices who do not, at least in 
the public’s view, fulfil the requirement of 
strict objectivity. The commission, named 
on August 24, is chaired by Chief Justice 
Enrique Fernando, who is considered by 
local lawyers to be a Marcos loyalist. 
Former justices Ruperto Martin, Guil- 
lermo Santos and Felix Antonio, also ap- 
pointed to the commission, are considered 
to hold similar loyalties. 


he one man Marcos originally named 

to the body who was respected for his 
independent and politically untainted 
opinions — former chief justice Roberto 
Concepcion — declined the appointment. 
Concepcion, who resigned from the Sup- 
reme Court in 1973, shortly after Marcos 
declared martial law, cited his health and 
age. Marcos, evidently perplexed as to 
how he could lend credibility to the com- 
mission, tried to persuade Cardinal Sin to 
take Concepcion's place. 
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m his Manila house; demonstrators 
e town; his body lies in Santo Domingo church. 


The cardinal, a highly influential and 
often critical commentator on the Philip- 
pine political scene, also turned it down, 
Sin said he could not accept because as à 
churchman, “my training is for forgive- 
ness." He added: "This is a position where 
justice should prevail, and there should be 
no mercy." He also said he had to attend à 
synod soon to be held in the Vatican. 

However, shortly after declining Mar- 
cos’ offer, Sin told an August 27 gathering 
of the Knights of Columbus of his fears 
about the current state of instability. "The 
shock and the dismay are beginning to 
wear off.” he said. “But what will take 
their place in the heart and mind of the 
Filipino people? The answer to that ques- 
tion, my friends, scares me to death.” 

Sin described the singing and chanting 
among the 50,000 people who accom- 
panied Aquino’s body as it was transfer- 
red from his home to the Santo Domingo 
church. “Over and over again, | heard 
them shouting “Ninoy, hindi ka nagiisa 
[You are not alone]'. But underneath the 
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- Manila: The Philippine Government's 
- contention that the assassination of 
former senator Benigno Aquino was the 
work of a lone, civilian gunman is becom- 
ing even more open to doubt as more evi- 
dence about the killing emerges. 

As the week following Aquino's murder 
— on August 21 went by, information from 
— the government appeared in dribs and 
= drabs in the Manila press. Eventually, on 
= August 30. Philippine Constabulary 

—  Metro-Manila command chief Maj.-Gen. 
— Prospero Olivas, who heads the military 
~ investigation into the murder, reported 
= That the identity of the alleged assassin — 

himself shot down seconds after the killing 
© — had been established. 

- — He was Rolando Galman Dawang, “a 
— notorious killer, a gun for hire," from 
—— Bulacan province, just north of Manila, 
— said Olivas. Paraffin tests on his hands had 
-.— found gunpowder marks, which suggested 
- that he had fired the .357 calibre Smith 
— and Wesson Magnum revolver which al- 
— legedly was the murder weapon. 


D 
~ 


“+ 
— "slogans and the patriotic songs, there was 
— an ominous undercurrent of an anger that 
— Was building up, of a resentment that was 
— smouldering and which could be set off by 
= the slightest spark." 
— Sin appealed for peace and non-vio- 
=~ lence, as the Aquino family has done 
throughout. Some foreign observers were 
— Surprised that anger over Aquino's death 
BS did not spill over into violence in the days 
— following the assassination. But the capa- 
— City to riot in à mass movement is not a 
characteristic of the comparatively placid 
Filipino makeup. 
— From the moment she arrived on Au- 
—— gust 24 from the US, Corazon Aquino has 
—— taken up her husband's appeal for peace- 
— ful if determined opposition. The pre- 
— pared theme for Aquino's arrival, drawn 
up by family and supporters, included 
- posters of Aquino's face framed in a heart- 
— shaped design. At every opportunity dur- 
- ing the nervous period leading up to the 
— — funeral, Mrs Aquino stressed that she 
— Wanted a calm and solemn requiem. At 
— — thesame time, she showed the same politi- 
— — -€alastuteness as her husband when react- 
= ing to a reported attempt by Marcos to 
—— Convey his condolences and to induce 
— Aquino's family to cooperate with the 
| COMMISSION. 
An important element in the commis- 
sion's credibility would be the participa- 
— tion of the Aquino family by appointing a 
— — family lawyer to join the proceedings with 
— the possibility of cross-examination of wit- 
. nesses. The commission has said that 
A among the witnesses they would like to in- 
terrogate are foreign newsmen on board 
— the China Airlines flight which brought 
- — Aquino from Taipei to Manila, some of 
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Meanwhile, foreign press interest fo- 
cused on the names and whereabouts of 
the three security men who led Aquino 
out of the China Airlines aircraft — which 
brought him home to Manila — and 
quickly down to the tarmac before disap- 
pearing immediately after the initial, fatal 
shot. At a press conference on August 26, 
Olivas, under questioning, released the 
three men's names. 

One was from Olivas' own command's 
reaction. strike force, Constable First 
Class Mario Lazaga. while the other two 
were sergeants with the Aviation Security 
Command (Avsecom), Arnulfo de Mesa 
and Claro Lat. Allthree, he said, were un- 
armed. While this might have been done 
as à courtesy to Aquino, it led to general 


d 
Sin: appeal for peace. 





whom say they.saw various aspects of the 
shooting. 

Mrs Aquino, however, made it clear 
that neither she nor her family want any- 
thing to do with the commission as it 
stands. "Just as Ninoy didn't appear be- 
fore the military tribunal [which tried and 
eventually sentenced him to death in 1977 
for murder, subversion and possession of 
firearms]. I will do the same," she said in 
an interview, "I won't participate." She 
added that she felt the commission was too 
beholden to Marcos. Asked what sort of 
investigation she would like to see, she in- 
dicated that the issue was meaningless 
"until we have democracy." 


M: was reported in the Manila press 
W"lto have sent a letter of condolence to 
Mrs Aquino. But according to Mrs 
Aquino, she has received nothing. Marcos 
also announced that Virata and two other 
senior government officials would pay 
their respects on behalf of the govern- 
ment. To this Mrs Aquino replied: “If the: 
president really wants to console me, he 
should release all political prisoners. That 
would show his sincerity." 
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the officers, which were filmed by foreign 
TV crews on the aircraft, were empty — a 
claim which could neither be verified nor 
disputed by watching the video tapes. 
Olivas did confirm that the entire squad of 
Avsecom guards who were supposed to 
protect Aquino had been confined to 
quarters along with Avsecom commander 
Brig.-Gen. Luther Custodio and his chief 
operations officer, Col Ontoc, who was 
seen moving back and forth within the ter- 
minal shortly before Aquino's aircraft 
came to a halt. 


ustodio's orders, according to Olivas, 

were to wait for his Avsecom men to 
bring Aquino to him at Avsecom head- 
quarters so he could check Aquino's travel 
documents. If they were not in order — 
Aquino was travelling on a fake Philippine 
passport — he had been ordered to bundle 
him back on to the aircraft on which he 
arrived. 

Given the government's knowledge 
that Aquino could not have had valid 
travel documents — it had refused to 
renew his passport in New York — Olivas' 
revelation posed more questions than it 


Virata told the REviEW before Mrs 
Aquino's return that he would, in his per- 
sonal capacity, visit the body at the family 
home after Mrs Aquino and her children 
arrived from the US. He did make the 
journey, but this was the same evening of 
her arrival and during the time set aside 
for her to be alone with her husband's 
body. The family politely told the prime 
minister he could not enter. Sub- 
sequently, the crowd outside the Aquino 
residence rocked Virata's car as he sat in- 
side, and security guards decided he 
should not stay. 

In another incident, Foreign Minister 
Carlos Romulo visited Santo Domingo 
church where the body was then lying in 
state and was booed by some waiting in 
the huge crowd who taunted him with 
Jeers of "Marcos tuta," which means 
"Marcos puppy." No other ministers or 
government officials attempted to view 
the body. 

In the week Aquino's body was on pub- 
lic display, a constant stream of mourners 
— many of the older ones weeping — filed 
past the open coffin, at a rate averaging 80 
per minute. Until the early hours of the 
morning and sometimes having to queue 
for up to three hours even in the rain, 
Aquino supporters, those merely upset 
with the political assassination and some 
simply curious stood patiently waiting for 
a brief glimpse. 

The trip to Tarlac was no less dramatic, 
with the hearse passing numerous Aquino 
banners and crowds of people, some of 
whom climbed onto the vehicle at one 
stage to get a closer look. Upon arrival in 
Tarlac City, where the body was placed in 
the cathedral for two days, mourners were 
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iswered. Also, in the circumstances, it 
iould have been reasonable to expect 
Zustodio himself to be more directly in- 
volved in bringing Aquino off the flight. 

Olivas also said it was not certain which 
aircraft Aquino would arrive on, and that 
other Avsecom officers had checked other 
flights landing during the same period. 
This would seem to suggest that the assas- 
sin would have had to rush from aircraft to 
aircraft as they arrived, keeping hidden all 
the time. 

However, REVIEW correspondents at 
the airport saw the Avsecom van arrive 
only after the China Airlines flight had 
landed. The van was seen racing towards 
the gate to which the aircraft was taxiing, 
ignoring two other flights which had 
docked shortly before at nearby gates. 

Olivas also said the order to take 
Aquino from the aircraft was given by 
armed forces chief of staff Gen. Fabian 
Ver. Avsecom is under Ver's direct con- 
trol, according to Olivas. Ver has not 
issued any statement since the assassina- 
tion. 

The military carried out à re-enactment 
of the crime which was shown on local TV. 
In it, the alleged assassin ran from under 
the China Airlines. aircraft to shoot 
Aquino from behind. The two guards es- 
corting Aquino also had their backs 
turned to the gunman and subsequently 


just as anxious fo view the most revered 
local leader. It was Aquino's first trip back 
to his home province since he was arrested 
at the imposition of martial law 11 years 
previously and jailed for seven years and 
seven months before his release to travel 
to the US for a heart bypass operation 
three years ago. 

On the slow journey back to Manila on 
August 30, mobs just outside Angeles City 
blocked the procession's route onto the 
expressway, insisting it should pass 
through the city, next. to the US Au 
Force's Clark air base. In a display of re- 
spect shortly afterwards, about 100 men 
lifted the Cadillac with the coffin inside 
and carried it for about three minutes to 
help it on its way. 

One worrying aspect of the assassina- 
tion is that it represented a new element of 
violence at the national level in a country 
where political vendettas have been com- 
mon but only at a local or regional scale. It 
has effectively changed the ground rules in 
a way that potentially threatens the coun- 
try's political fabric. With the slaving of 
Aquino, the violent ways of the Philippine 
countryside have been brought to the very 
heart of Manila. “I think the game has 
now changed entirely," said one promi- 
nent opposition politician. "This is no 
longer a gentlemanly game of politics — 
this is deadly. " 

Some in the opposition, the state of 
which is uncertain following the death of 
its only viable leader, will now feel insec- 
ure not only politically but physically. The 
relative silence of the opposition ranks 
was notable immediately after the event. 
Lacking any figure of Aquino's stature, 
the various moderate opposition groups 
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Manglapus: he is certain. 


scattered following the shot. Film actually 
taken seconds after the fatal shot shows 
Aquino and his alleged assailant lying 
dead on the tarmac, with not one of 
Aquino's escorts nor any Avsecom troops 
in sight. 

But while public attention was being 
drawn to the details of the shooting, no 
light was shed on who may have ordered 
the alleged assassin to dispose of President 


should now reorganise quickly and draw 
up credible programmes. But even if they 
were capable of doing so, this is now made 
more difficult by the potential for violence 
which has now been injected into the poli- 
tical system. 

This further polarises the political arena 
and plays into the hands of the radical 
Left, for which violence is a basic political 
tool. While the Aquino family and the 
church have consistently appealed for 
non-violence, leftist groups under the 
NDF, including the central committee of 
the Communist Party of the Philippines, 
have used Aquino's death to call once 


———————————————M 


Ferdinand Marcos chet political rival, Im- 
evitably, fingers of suspicion were pointed 
at Marcos himself, given his bitter rivalry 
with Aquino. | : 

One public accusation of Marcos’ m- 
volvement came from Raul Manglapus; a 
former Philippine senator and foreign 
minister who went into exile shortly after 
martial law was declared in 1972. In à 
Washington press conference on August 
30, Manglapus, who has remained a prom- 
inent Marcos critic, said he was certain 
Marcos had ordered the killing and cited 
what he claimed were assassination at- 
tempts directed at him in the 1970s. 

But most observers discount this, saying 
Marcos is far too astute a leader to become 
involved in such a politically damaging 
plot. The next target for the conspiracy 
theorists is Marcos’ powerful wife Imelda, 
who is known to have told Aquino in New 
York that if he insisted on returning he 
would have to be jailed for his own protec- 
tion. 

She also reportedly said the govern- 
ment might have trouble controlling its 
own people. That may in fact be true. A 
number of observers suggest that perhaps 
a loyal lieutenant of the Marcoses may 
have taken an offhand remark about 
Aquino's possible demise should he re- 
turn too seriously. 

— GUY SACERDOTI and RODNE Y TASKER 
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more for an uprising against the Marcos 
regime. They. too, are hoping to use 
Aquino’s death to unify opposition 
against Marcos, but their tactics are differ- 
ent, 

Ironically, Aquino has become a far 
more popular national figure dead than he 
probably would have been alive. As à 
politician always keen to tap the press to 
project his image, he would undoubtedly 
have approved the treatment his death has 
received in the international media. Who- 
ever was responsible for it, the killing has 
certainly rebounded on the government 
with a vengeance. 
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— A Rioting claims at least 33 
— lives, but Zia dismisses 
= Protestors as riff-raff 









— By Romey Fullerton 

— — Islamabad: Before Pakistan's latest cam- 
= paign of civil disobedience was launched 
on Independence Day, August 14 (page 

98), the alliance of banned opposition par- 

ties in the Movement for the Restoration 
— . of Democracy (MRD) was widely seen as 
— . weak and divided. Now, against all predic- 
tions, the MRD has managed to initiate 
-—— what is potentially the most serious threat 
— — tothe regime in its six years ín power. 

In its early stages, the campaign estab- 
lished an all-too-familiar pattern. Every 
— day, thousands of people defied martial 
— law to take to the streets to stage protest 
— Marches. Public buildings were attacked 
— and burned. Violent clashes with the police 
— resulted in an official death toll of 33 and 
— — 1,250 arrests by the end of the second 
—— week. The opposition claims more than 60 
— people have died and 9,000 have been im- 
— — prisoned. 

So far, the agitation has remained large- 
= ly confined to the southern province of 
Sindh. There have been isolated incidents 
— — in the other provinces, including a one- 
— — day general strike in Baluchistan and the 
—— courting of arrest by leading political fig- 
—  ures in major towns in the North West 
— Frontier Province (NWFP) and Pun- 
= jab, but these demonstrations have been 
— small fry compared with Sindh. The rest of 
— — the country seems to be adopting a policy 
— — of wait and sec. 
3 President Zia-ul Haq has also main- 
tained an outward calm and is thought by 
Pakistani analysts to be testing the 
strength of the MRD opposition. But in 
-the light of Pakistan's turbulent political 
— — history, nobody can afford to dismiss the 
— Current campaign. Two of Pakistan's 
— strongest leaders — Zulfikar Ali Bhutto 
— and Field Marshal Mohammed Ayub 
— Khan — were felled after prolonged 
- periods of civil unrest. 

Zia’s recent announcement of the intro- 
duction of a presidential form of govern- 
ment in 1985, with important powers 
being retained in the hands of the generals 
— who sit in the National Security Council, 
— — has caused a great deal of dissatisfaction in 
— the country. So why have the demonstra- 

tions really only taken hold in Sindh? 
What are the forces at work there? 

Sindh province is the stronghold of the 
People's Party of Pakistan (PPP), the 
party of the executed Bhutto and the 

- major force in the MRD. The leader of the 
PPP in Sindh, Ghulam Mustafa Jatoi, was 
instrumental in launching the current 
campaign. But a rally at Bhutto's grave 
near Naudero in the heart of Sindh on Au- 
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gust 28 failed to produce the crowds ex- 
pected. 

Local police and paramilitary forces, 
brought in from NWFP, moved in at dawn 
to cordon off the village and frustrate the 
planned demonstrations. But the crowds 
who were turned away were only a frac- 
tion of the 18,000 predicted by PPP lead- 
ers, who had stirred up feelings earlier in 
the week by broadcasting recordings of 
Bhutto's speeches and hoisting the green, 
black and red colours of the party. 

The real power in Sindh lies with the 
feudal landlords. They resent the loss of 
the privileges they enjoyed under Bhutto, 
including their representation in the now 
Punjabi-dominated government. Re- 
spected Pakistani analysts also point out 
the role of the leftwing Maoist party, the 
Sindhi Awami Tehrik. Western diplomats 
are increasingly attributing the explosive 
nature of the Sindhi demonstrations to 
Sindhi nationalism. 

At the moment, all the elements are 
inter-related and there seems to be a bal- 
ance restraining the movement from be- 
coming a vehicle for any single interest 
group. But if there is a failure in political 
direction or leadership the movement 
could move towards a greater emphasis on 
separatist goals. With most of the leader- 
ship now under detention, the questions 
are: can the movement be sustained, and 
will it spread? 

The answers to both questions lie in the 
involvement of the industrial workers, the 
students and the lawyers, To date, mem- 
bers of these groups have taken only li- 
mited action, most of it of a token nature. 


Eme in Lahore, the provincial capital 
of Punjab, called for a demonstration 
on September 3. There have been very 
minor indications of trade union support 
in Lahore and Karachi but nothing signifi- 
cant. If members of these three groups are 
mobilised the threat to the regime could 
be very real. 

The shopkeepers and businessmen who 
played a part in the downfall of Bhutto are 
unlikely to rise against Zia. Thé improve- 
ment in the economy has won the presi- 


: an all-too-familiar pattern. 





dent many allies in the middle-ranking 
business community. The substantial in- 
come enjoyed by the migrant workers in 
the Gulf has also produced a relative pros- 
perity which is in sharp contrast to the un- 
employment and economic chaos which 
was so important in 1977. 

However, Zia cannot afford to be com- 
placent about the current unrest. Top- 
level Sindhi government officials have 
warned that the central government is 
totally underestimating the disturbances 
in Sindh and said that a political solution 
will have to be sought. 

Five major leaders of the MRD opposi- 
tion, including Jatoi and Murtaza Ali 
Bhutto, a son of the former prime minis- 
ter, were moved from their jails and house 
arrest to a government rest-house. Re- 
cently there was an unconfirmed report in 
a local newspaper that other opposition 
figures, including Bhutto's daughter Be- 
nazir, would join them. It is widely specu- 
lated that the government will make an 
approach to the politicians to strike some 
sort of a deal. 

In an apparent show of confidence, Zia 
left for a scheduled state visit to Turkey on 
August 29, though this, it is true, was shor- 
tened from 10 days to six. At the airport 
prior to his departure he expressed his 
frustration that the politicians had opted 
for violent protest instead of sitting down 
to discuss their criticisms of his proposed 
political framework. “They have got hold 
of the wrong end of the bloody stick and I 
will tell them how to get hold of the right 
end of the stick," he said. 

Zia announced his intention to tour 
Sindh and other parts of the country on his 
return. Pressed about his plans to contact 
the politicians, Zia replied: *I am already 
in constant touch with responsible politi- 
cians and I meet responsible people from 
all walks of life in the country. I don't talk 
to riff-raff." To some in Pakistan, there 
was a danger in this high-handed ap- 
proach. Ayub Khan, they note, had cause 
to regret that during the early stages of 
agitation against his regime he scorned a 
dialogue with the politicians, saying dis- 
missively: "Who is there to talk to?" 
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Enjoy the privacy of a living room. 
ALITALIA BUSINESS CLASS. 








To other airlines, it's first class. To Alitalia, its our spacious Business Class - up front in our 


new 74'7's, Other airlines seat you six across in Business Class. Or even eight On Alitalia, 
we seat you four across. Two wide seats on one side of the plane, and two on the other. 


there's | plenty of room 


With a huge aisle in between. 5: 
stretch your legs in. You'll need it 
with cocktails and hors d'oeuvres 


equa 





to stand in, walk in or just 
t after we wine and dine you Its a flying feast starting 
, continuing through a superb Italian meal. And there's 
erb shopping from the Alitalia Bote featuring the best of Italian fashion: 
Batt istoni Ferragamo, Gianni Versace, Trussardi, Valentino and more at unbeatabie 


prices. But yOu don't Nave to wait unti youre on board to experience our Business Class. 


E 
It starts with a separate check-in where you can select your favorit P t li 
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avorite seats. And an exclusive 
lounge at many airports Aver the world. So. next ime you M make sure you fly Alitalia 
Business Class. Because at Alitalia, more than 





any other airlines, Business comes fir 





Excellence is achieved only through 
consistency and innovation. 


And skill. 





Excellence is a demanding taskmas- 
ter. But when skilled professionals work 
together to meet its challenge, remark- 
able ingenuity, determination and 
common purpose will prevail. Together, 
they can provide an exceptional ability 
to accomplish the goals people set for 
themselves. 

Skill. It is part of a real-life philosophy. 
A philosophy which yields handsome 
rewards. 


Common purpose and teamwork: 
how they work for you. 


Recently, Marriott Corporation 
asked Bankers Trust to provide the funds 
for a new concept in hotel financing. 
Our combined efforts resulted in a 
$456-million syndicated financing for a 
new entity, the Potomac Hotel 
Limited Partnership. This transaction, 
in which Bankers Trust acted as agent 
and one of four syndicating banks, was 
one of the largest real estate transac- 
tions ever completed by a group of 
commercial banks. It was done in con- 
junction with the first ever $18-million 
public equity offering of its type. 


" 
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The result is that Marriott has a new 
and effective way to finance its hotel 
properties. 

In our 12-year relationship with Mar- 
riott, this is just one example of how we 
have worked together developing inno- 
vative financing solutions. Marriott 
has worked with a broad range of profes- 
sionals at Bankers Trust, including 
foreign exchange experts, domestic 
loan syndication specialists, our U.S. 
and U.K. leasing groups, and our real 
estate group. 

It is this kind of skill, creativity and 


performance into which our philosophy 
translates. Performance which makes 
Bankers Trust stand out in our industry. 
And the kind of performance which 
helps make our clients first in theirs. 
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Bankers Irust 


Company 
Worldwide 


An international banking network in 
over 35 countries. 


280 Park Avenue, New York, N.Y. 10017 


© Bankers Trust Company 





HILTON 
IN TERNATIONAL 


BAN GKOK at Nai Lert Park 


Here the ancient splendor of Thai culture meets the 
spectacular beauty of Bangkoks newest luxury hotel, sur- 
rounded by its own tropical 8% acre private park. Just 20 
minutes from the airport and 5 minutes from the superhigh- 
way, in the heart of Bangkoks business and diplomatic area, 
vou ll enjoy superb restaurants and fitness facilities, every 
business convenience and personal attention. You ll also enjoy 
an introductory saving of 25% off regular rates when vou stay 
with us during 1983. And, of course, the art of gracious 
hospitality that Hilton International has practiced for 20 vears 
in Asia/Pacific. Call your travel agent, any Hilton 
International hotel, or Hilton Reservation Service: In Bangkok, 
call 252-8166; Guam, 646-7912; Hong Kong, 5-233111; 

Jakarta, 583051-65; Kuala Lumpur, 422122; Manila, 597415; 
Okinawa, (09893) 5-3311; Osaka, (06) 341-6801; Seoul, 778-1351. 
Singapore, 7371900; Taipei, 331-5324; Tokvo, (03) 213-4053. 
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Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asias frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 





At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kona. 
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Passengers rate the Boeing 767 as a superb flying experience. It has two wide aisles and is the only 
wide-body with seven-abreast seating. This means nearly everyone has either a window or aisle 
seat. Pilots rate the 21st Century flight control system the most advanced in the world. 
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Getting people together 





One goal: national electrifica- 
tion. And India, with help from 
Combustion Engineering, has 
achieved one of the world's 
highest growth rates in electric 
power generating capacity. 

It was 1959 when the first 
of India's modern-day C-E utility 
steam generators was ordered. 
In 1971, C-E signed along-term 
Technical Assistance Agreement 
with Bharat Heavy Electricals 
Limited which, through transfer 
of the latest technology, has ena- 
bled India to reach its goal of self- 





Tata Electric Company's coal-fired Unit #5, Trombay, India. 


More than 20 years ago, C-E began helping 
India reach its energy goals. 


reliance in the manufacture of 
steam generating equipment. 
This includes equipment for the 
country's first 500-MW coal- 
fired power station—an impor- 
tant step toward another goal: 
more self-sufficiency in fuel. 

In projects like these, you 
can see the results of mutually 
beneficial relationships between 
Combustion Engineering and 
some 80 countries around the 
world. They show C-E's strong 
commitment to helping nations 
achieve greater industrial inde- 
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pendence and a better standard 
of living. 

For more information about 
our equipment, services and 
technologies, and a listing of 
our offices, write: Combustion 
Engineering, Inc., Dept. 7004- 
295, B.O. Box 9308, Stamford, 


CT, USA 06904. 
E COMBUSTION 
ENGINEERING 


Energy Technology. Worldwide. 


CORPORATE OFFICES IN BEIJING, HONG KONG, LONDON, NEW YORK, SINGAPORE AND TOKYO. DIVISION OFFICES IN PRINCIPAL CITIES OF THE WORLD 
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MORE SEX PLEASE, WE'RE BRIGHTISH 


SINGAPORE 


Designer genes 


The prime minister's call for higher birth rates 
among the educated touches off a heated debate 


By V. G. Kulkarni 


“I feel deeply insulted by the suggestion 
that some miserable financial incentives 
will make me jump into bed with the first 
attractive man I meet and proceed to pro- 
duce a highly talented child for the sake of 
Singapore's future. The only fanatics who 
have done such things were the 
stormtroopers of Nazi Germany. For the 
present, I would advise all middle-aged 
spinsters to continue to live in sterile 
bliss. " 


Kee Yip, who described herself as a 

successful, unmarried woman of 40, 
wrote these words in a letter to Singa- 
pore's The Straits Times. She was re- 
sponding to a National Day rally speech 
on August 14 by Prime Minister Lee Kuan 
Yew, in which he expressed concern about 
the trend of many university-educated 
women to remain unmarried and the pos- 
sible impact this might have on the future 
of Singapore's population pattern. The 
newspaper had reported the speech on the 
front page with a catchy headline: “Get 
hitched . . . and don't stop at one." Lee 
had hinted that incentives would be 
needed to coax single, educated women to 
marry and those married to have more 
than one child. 

Calling on its readers to express their 
views, the Singapore Monitor, an English- 
language tabloid, stated: "With 1984 just 
around the corner, the prime minister's 
speech . . . must have had a distinctly 
Orwellian and ominous overtone for some 

. Visions of selective breeding and baby 
factories might have danced before their 
eyes." The paper then sought to explain 
what Lee had said and meant. 

Letters to the local press have been 

. pouring in. Rarely have papers in Singa- 
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pore had such a field day in discussing a 
vital issue — an issue that reaches every 
bedroom. Editorial writers and colum- 
nists have by and large hedged their bets, 
trying to dwell on the pros and cons of the 
issue and explaining what Lee meant 
rather than what he actually said. How- 
ever, elite readers who were the target of 
Lee's speech have reacted negatively to 
his exhortation that educated women had 
a right and duty to be adequately rep- 
resented in the next generation. 

It is not that Lee was calling for a baby 
boom on this tiny island republic, where 
the population density is the second-high- 
est in the world, after Hongkong. The effi- 
cient birth-control programme initiated 
by Lee's government has been hailed as à 
model by demographers all over the 
world. The country's rate of population 
growth, which stood at an alarmingly high 
4.7% in 1958, was brought down to 2% by 
1967 and shrank to an impressive 1.2% in 
1981. Under current rates of growth, the 
population is projected to grow to 3 mil- 
lion by the end of the century and stabilise 
at about that figure in the early decades of 
the next century. 

Lee did not question these long-term 
projections. Nor did he call for a pro-natal 
policy for the whole society. He merely 
wanted the university-educated to be 
more fecund, àn attitude criticised by 
many Singaporeans as smacking of rank 
elitism, the more so in that Singapore for 
many years urged couples to accept that 
"two is enough." 

Despite the less-than-affluent origins of 
many of the first generation leaders of the 
ruling People's Action Party (PAP), 
technocratic elitism has prevailed in post- 
independence Singapore. The PAP has 
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ee was disturbed by the 1980 census, 
which showed that the better educ qs 
people are, the fewer children they hae 
Among women, reproduction was s eee 
“most unequally,” Lee remarked, adding 
that a Singaporean woman with no educ cé a 
tion produced an average of 3.5 childre 
and the rate diminished as the level ofe p 
cation rose, reaching a mere 1.65 f 
women with university degrees, 
henomenon has been observed not o 
in the West but also in other parts of A 
where birth control has been succes 

While such reproductive behaviour a 
long been known to modern demogra- 
phers, Lee told his audience: "We must: 
think deep and long on the profound: 
changes we have unwittingly set off." He 
also hinted darkly that if such lopsided re 
production continued, Singapore wo d 
be unable to maintain its present stand- 
ards. "Levels of competence will decline," 
he said. *Our economy will falter, the E l 
ministration will suffer and the society \ 
decline.” 

Singapore will suffer, Lee postulated, - 
because in 25 years' time, for every two. 
graduates today there would be one 
graduate, and for every two une ME i 
workers there would be three. While 
many Singaporeans took this doomsday 
scenario in their stride, they were ala pras 
at Lee's underlying thesis — that only the ~ 
educated will produce able and intelligent — 
children, a source of controversy in the” 
field of eugenics. 

In his speech Lee had stated that there | ty 
was increasing evidence that nature, or 
what is inherited, is the greater determini 
ant of a person's performance than nur- 
ture, meaning education and environ- - 
ment. Quoting a study by the University — 
of Minnesota on identical twins, Lee de- — 
clared that the importance of inherited de- 
terminants was 80% while that of environ- - 
ment was only 20% 

Readers' responses in the local press - 
have been overwhelmingly opposed to - 
Lee's views on the inherent abilities of — 
human beings. The nature-vs-nurture de- 
bate among academics has for centuries — 
been a controversial one. Despite ad- ` 
vances in science, it has not been resolved, — 
For one thing, the debate is always ` 
clouded with the prevailing social and 
litical mores of a society, attempts at scho- _ 
larly objectivity notwithstanding. Scien- 
tific inquiry has also had its racial and — — 
sexual biases. | 

For every study proving the dominance 
of nature, there is another to prove the 
opposite. Even conclusions from the same 
set of observations have remained in dis- 
pute. The failure of Adolf Hitler to create 
a master race in Nazi Germany was aired — 
in the local press, and Singapore's scien- —— 
tists, emboldened by the debate's official 
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.| Singapore: First Deputy Prime Minis- 
‘ter Goh Keng Swee, who is Prime Minis- 
ter Lee Kuan Yew's right-hand man and 
the major architect of the People’s Ac- 
tion Party’s domestic policies, has joined 
the debate to defend Lee's controversial 
proposals on population growth. Goh 
recently asked the academic community 
to conduct research into why so many 
educated women prefer to remain 
single. The Straits Times has announced 
that its research subsidiary has already 
been commissioned to survey public 
— among both men and women 

— on the issue. But it is quite likely that 
academic research will investigate the 

| causes of the phenomenon and possible 
| solutions to it, without necessarily ques- 





S 


-sanction — usually Singapore's academics 


= have to seek official permission to make 


— statements in their capacities as employ- 
— ees of educational institutions — also 

— "voiced their opinion that there were no de- 
— finite scientific conclusions on the matter. 


Even intelligence tests, book-learning 
and material success as scientific quotients 


— in judging a person's ability — something 
43 taken for granted by the prime minister 





were questioned by readers. 


3 — As the controversy raged on, govern- 
ment ministers began making statements 


"T 


_ in support of the prime minister. Second 
Deputy Prime Minister S. Rajaratnam 
E told constituents that Lee had been misun- 
z derstood. Other ministers also made simi- 

lar efforts to allay possible fears that the 
- uneducated were being asked not to pro- 
duce more children. However, all these 
- ministers publicly supported Lee's views 
and asserted that educated parents were 


healthy environment. 

However, the PAP's founding chair- 
— man and a former deputy prime minister, 
Toh Chin Chye, said in a wire-service in- 
terview: “I don't believe that children 
born to parents with lower education can- 
not emerge as talented leaders. Political 





he mating game > 
“Goh orders research on educated single women — and - A 
. the software required for computerised match-making 
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fonine. the ruling party's premises. 

Goh seems to have done some pre- 
liminary and informal research of his 
own. He has expressed interest in the 
success of arranged marriages and the 
computerised match-making widely 
practised in Japan. A recently circulated 
draft of a speech by Goh included men- 
tion of Japanese mating customs and the 
social pressures in Japan on unmarried 
men and women. The speech went to 
many of the single female graduates in 





Rajaratnam: geniuses are out. 


fill the graduate void. This, of course, led 
Lee back to the pool of talent and the 
nature-predominant theory. 

One 60-year-old female columnist, Li 
Lian Fung, suggested that such things are 
best left to nature because marriages are 
predestined anyway. But Lee is not the 
kind of leader who would be content with 
passive. solutions. A well-known prac- 
titioner of social engineering, Lee wants 
to change the pattern of procreation — 
though there is no proven scientific basis 
for it — through government policy. Say- 
ing that there would be no compulsion or 
disincentives, he exhorted educated single 
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Th Sin tect among Sin- 
gaporean wo e desperation felt by 
Japanése single women nearing 30. On 
the other hand, he saw that educated 
women here tend to be more fastidious 
and demanding, feeling secure with in- _ 
dependent incomes and facing little so-'. 
cial pressure to venture into wedlock. 
Goh has instructed the Education Minis- - 
try to buy software programmes on Ja- 
panese-style computer match-making. 

Even as these programmes are re- 
ceived and studied, ministers and politi- 
cians are to start grassroots discussions 
among their constituents to explain 
Lee's intentions and listen to people's 
views, The impact of the views of 
people, especially the type of negative 
reaction recently aired in the local press, 
is uncertain. For their part, Goh and 
other leaders appear convinced of the 
policies aired by Lee. — V. G. KULKARNI 
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future population mix, the best advice to 
Lee came from neighbouring Indonesia. 
The English-language Jakarta Post com- 
mented: “For one thing, beyond simple 
exhortation there is not much the govern- 
ment can do about this baby business. . . 
Government cannot talk about popula- 
tion control from one side of the mouth 
and then urge certain women to make 
babies from the other side. 

"A more sensible, less controversial 
and more manageable way of fulfilling the 
future requirements of society is to create 
an educational infrastructure — schools, 
child-care services, training centres — 
that can take almost any healthy child and 
give him the opportunity to be, for in- 
stance, a Lee Kuan Yew.” 

Surprisingly, neither Lee nor his minis- 
ters have mentioned this option, though 
they all want to increase the pool of talent. 
Rajaratnam said in the speech to his con- 
stituency that to produce one able man, 
one needed at least 100,000 people. With- 
out giving the scientific basis of his statis- 
tics, he added: "And to produce a genius 
you need a population of at least 5 million. 
So far as geniuses are concerned, Singa- 
pore is out." 

He asserted that if present population 


— leadership requires more than educa- | women to marry and those married to pro- | trends continued, Singapore would be run 
—— tion.” This latter point was not em- | duce more babies. by mediocre people in the future. And the 
E phasised by Lee and other ministers. Toh, urgency of upgrading arises for a simple 
Lo now a backbench MP, added: “The nub of Mi professional women have voiced | reason: “In under 20 years,” Rajaratnam 
— — the problem is that we are facing an acute their problems about the conflict be- | said, “Indonesia will industrialise and they 
— labour shortage because our family-plan- | tween careers and motherhood, the lack | can out-industrialise us. They have the 
— . ming programme did not make an in-depth | of adequate child-care facilities and the | space and land." 
- — Study of the consequences. As a result, we | chauvinism of Singaporean males. Under To cope with that situation, Rajarat- 
- — NOW have 200,000 guest workers.” current regulations, a third child does not | nam said Singapore had to upgrade its in- 
E Most of these guest workers are unskill- | get the preference enjoyed by first and | dustries, which meant doubling the brain- 
- . ed or semi-skilled blue-collar workers. | second children in terms of admission to | power of the population. “If you don't do 
— — while Lee's concern was about the edu- | schools. If child-care and school admis- | this in 20 or 30 years Singapore will be 
— cated elite. Lee said that if praduate par- | sion. were to be liberalised, it would | finished," he said. But the PAP's leaders 
— —  ents did not produce enough children, the | amount to increasing these facilities for all | are not the kind of people who will settle 





shortfall in future graduates would be 
hard to fill: again the implication was that 
uneducated parents would not be able to 
produce many offspring bright enough to 


24 


or discriminating against uneducated 
parents. 

While Singapore ts tinkering with ideas 
and possible policies for influencing the 


for such a possibility. Whether scientists 
agree with them or not, they are likely to 
carry on doing what they do best: social 
engineering. | 
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FOREIGN RELATIONS = Asian dimension of arms-control talks be- 


wont 


Zeroing 


in on Asia 


Moscow says it may ‘liquidate’ missiles based in Europe, 
not move them east — but problems remain 


By Richard Nations 

Washington: In a new proposal which ad- 
dresses directly the Asian dimension of 
the Geneva arms-control negotiations, 
Soviet leader Yuri Andropov has declared 
his willingness to "liquidate" all SS20 
medium-range nuclear missiles removed 
from west of the Ural mountains if agree- 
ment is reached with the United States. 

In the past, Moscow has emphatically 
"reserved its right" to transfer those SS20s 
removed from the European Soviet Union 
as part of an arms accord with the US into 
Siberia, where they can strike China, 
Japan, South Korea and the Philippines. 
Japan and China have remonstrated vig- 
orously against Moscow's stand, and 
Washington has said the Soviet approach 
was a major obstacle to an agreement at 
the Intermediate Nuclear Forces (INF) 
talks in Geneva. 

The turnaround came in an interview 
published in the Soviet newspaper Pravda 
on August 27. “The Soviet Union, in re- 
ducing its medium-range missiles in the 
European part of the country to a level 
equal to the number of British and French 
missiles, would liquidate all the missiles so 
reduced," Andropov said. This, he added, 
should remove “the concerns currently 
voiced by China and Japan” that the 
Sovict Union simply intends to “redeploy 
[SS20s] from Europe to the east.” 

The shift in the Soviet position comes 
on the eve of the next round of INF talks, 
scheduled to begin in Geneva on Sep- 
tember 6, and analysts believe Moscow 


US reasons, Moscow could continue an 
unrestrained missile buildup in the east, 
threatening Washington's Asian allies and 
leaving the European problem unresolved 
since the SS20s are mobile and could be 
relocated west of the Urals in event of a 
crisis in Europe. 

Japanese Prime Minister. Yasuhiro 
Nakasone has focused sharply on the 


tween the superpowers, an issue hitherto 


treated gingerly in Japan. And his forth- | 


right endorsement of the US position in 
Geneva has yielded substantial foreign- 
policy dividends which would be jeopar- 
dised by a premature endorsement of 
Moscow's tactical shifts in Geneva. Japan- 
ese sources here say privately they expect: 
further changes in Moscow's negotiating 
position as the vear-end deadline draws 
nearer for deployment of US Pershing 
IIs and Cruise missiles in Europe — a 
development Moscow at least hopes to 
stall. 

By unequivocally supporting Wash- 
ington's global approach to the INF talks, 
Nakasone has not only gained credit with 
the administration of US 
Ronald Reagan for demonstrating a 


FINANCIALLY, 


the North of England has a great deal 
to offer Far East investors. 










^ 
utm 
= 


President | 


` 
Amm 


d 
* 
4 





sugges 7 
hopes to generate pressure in Europe and p. 
Asia for Washington to come to an agree- re T 
ment. looking for the idi = este Eniaations with the 1 

However, Tokyo quickly rejected the Heroes Loris orapapa edos Misi: heel dua 4 ag TA Z| 
notion that Andropov's proposal was a region offers a location that's ideal in so countries. Locally there's a latge pool of ^ 
breakthrough. Japanese Foreign Minister many unique ways. That's why leading skilled and ane male and temale n 
Shintaro Abe has been quoted as saying companies from Europe, Canada, the USA, workers available with an excellent ) 

és : Australia, Japan and the Far East have record of industrial relations. 
that the new Soviet proposal “warrants no Maid hni. bes ban 3 
optimism" since it is just *one of the fac- nsi Flnsedid Bass See what the North of England has to offer 4 
tors emerging from the Geneva INF You'll receive a cash grant of up to 22% of for yourself and we believe you'll findihe a 
talks.” Press reports also quote Japan De- the cost of new buildings and machinery for eae hig ae ae | 3 
. . . ! € l . 
fence Agency sources dismissing An- a start. There is also negotiable additional sre cadit qid ign. 
d A ff d ` + |t 2 Wr f; fin n in finance to meet start up costs and in y : s gre $ 
ropov's offer as just a “surface conces- Enterprise Zones no local rates are payable region has to offer 

sion, Since it ignores the question of the for 9 years. If you wish to rent space, factory If you'd like to know more about the North 3 
108 SS20 missiles now deployed ir central — are abge rS e pe ae of England Development Council, please ! 
Siberia and targeted at Asia. oot per annum Qn intial rem Tn contact either of the addresses below. We'd < 

Defence healen des And ropov's state- dip 29's Rr wn TOC Yr te 

Wehr hé oe he Big Tax Advantages Too 

ment does not indicate any change in Mos- M receive 100% profit tax write-off for 
cow's view that the Geneva talks are con- capital equipment, plus 79% tax write off on | 
cerned only with theatre nuclear weapons eee at bere arm aac PLE i 
in Europe, and not Asia. Washington in- pithy ade low pürsonal tex rate for | 
sists on a global approach to the Geneva management seconded to the new | 
talks arguing that they should take Mos- establishment in the U.K 
cow's Siberian INF deployments into ac- n Uv Simple Way to Trade With Northof England Developement Council 
^ -— § iti apan s Š Common Market Bank House, Carliol Square, Newcastle Upon Tyne NE1 | 
pount. & pownon Japan strong y — Breaking into the Common Market could be 6XE England. Telephone: 0632, 610026 Telex: 537212 $ 
dorses — and US officials complain pri- the break you've been waiting for. From the 61 Wong Chuk Hang Road, 2/F., Aberdeen, Hong Kong. ! 


vately that Andropov's offer is "disap- 
pointing" on this score. 
Unless global limits are accepted, the 
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Artist's impression of SS20 launch: what is the target? 


heightened perception of the Soviet 
threat, he has also reduced the prospect 
that Washington, under pressure from its 
Atlantic allies, will reach an agreement 
with Moscow which serves European sec- 
urity interests at the expense of Asia. The 
other Asian countries within range of 
SS20s deployed in Siberia had cause for 
concern that Washington would scrap its 
global approach as the price for an agree- 
ment, particularly since, prior to 
Nakasone, the question of theatre nuclear 
weapons was exclusively an Atlantic con- 
cern. 

At the recent Williamsburg economic 
summit Nakasone threw Japan's weight 
fully behind the Nato negotiating strategy 
in Geneva, demonstrating to Europe's 
leaders that Japan has a stake in the out- 
come of the talks. Hitherto Moscow's 





proposal to "swing" its missiles east was 
seen by analysts here as an attempt to en- 
tice Western Europe and play upon the 
contradictions between Washington's At- 
lantic and Pacific allies. Conversely, the 
latest proposal is viewed as an effort at 
least in part to placate Japan. 

Nakasone has said that arms control will 
be a major topic of discussion when 
Reagan visits Japan on his five-nation 
Pacific tour in November. While Tokyo is 
taking steps to relax tensions with Moscow 
— Abe will meet Soviet Foreign Minister 
Andrei Gromyko at the United Nations 
this month — care is being taken to ensure 
that this is not done at the expense of rela- 
tions with Washington. Nakasone would 
not want to spoil the atmosphere for the 
Reagan visit by moving independently on 
the Geneva question. More immediate 


An export backfires 


Sweden is accused of breaking its own rules on arms 
sales by supplying rocket-launchers to Rangoon 


Bv Bertil Lintner 
Stockholm: A row has erupted in Sweden 


over a controversial arms deal with 
Burma. In December last year, the 
Swedish arms manufacturer Forenade 


Fabriksverken got the go-ahead from the 
then newly elected Social Democratic 
government to export 1,200 84 mm. Carl 
Gustaf rocket launchers, worth Skr 14 mil- 
lion (US$1.75 million) to Burma. 

But Sweden, a neutral country which 
often expresses concern over human- 
rights violations in non-European coun- 
tries, has some of the world's strictest 
rules for export of war material. And the 
deal with Burma is considered by critics to 


be a clear violation of the four criteria by 
which a country is judged to qualify for 
Swedish arms. These criteria include a re- 
quirement that the government of the re- 
ceiving country must not be fighting a civil 
war against groups of its own population, 
and that the government must not violate 
the United Nations' declaration on human 
rights or be suspected of intending to use 
the arms to violate that declaration. 

The deal, which was kept secret for 
more than six months, was first publicised 
in the small but influential Danish daily 
Information on July 5. The news was im- 
mediately picked up by the Swedish 


trade issues are at stake which 
Washington and Tokyo hope to resolve 
before Reagan arrives. 

However, China is the Asian country 
whith most complicates the Geneva talks. 
With strategic ttuclear weapons capable of 
reaching Moscow, Peking has long been 
the silent partner at arms-control negotia- 
tions between Washington and Moscow. 

Many of the Soviet Union's SS20s de- 
ployed in Siberia are thought to be 
targeted against China, and Moscow is un- 
likely to agree to global ceilings on its INF 
forces if China is left to build up its nuclear 
arsenal. Moreover, Moscow is likely to 
continue to insist that the Geneva talks 
cover only Europe until China is somehow 
brought within the ambit of arms control 
negotiations. Until now, American and 
Soviet proposals at Geneva have ignored 
the China factor. 

Andropov, however, broached the 
question in a vaguely worded appeal to 
Peking to engage in arms-control talks. 
"[China] has its own nuclear potential — it 
is constantly growing," Andropov said in 
the Pravda interview. “As we understand 
it, the [Chinese] leaders now seem to be 
displaying interest in certain questions re- 
lating to nuclear and other weapons under 
discussion at the United Nations. If this 
trend develops, there is no doubt that 
China could make a considerable con- 
tribution to the solution of problems 
linked with averting nuclear war and end- 
ing the arms race." 

Peking reacted cautiously to An- 
dropov's Pravda interview with a brief ac- 
count by the official Xinhua newsagency 
reporting without comment only the com- 
mitment to liquidate rather than redeploy 
the SS20s. Silence on the more interesting 
Soviet suggestion on negotiations suggests 
that the Soviet leader has given Peking 
something to think about, though such à 
prospect is likely to be assessed within the 
context of improvement of overall rela- 
tions, which the Chinese still peg to pro- 
gress on Cambodia, Afghanistan and the 
Sino-Soviet border. 


media, and became a hotly debated sub- 
ject. Deputy Minister of Foreign Trade 
Anita Gradin has come out in defence of 
the deal. “It is the government's impress- 
ion that the situation in Burma, when the 
deal was made last December, was not 
contrary to any of these four criteria," she 
said. "If it is different now, we cannot be 
held responsible." 

Gradin's statement raised eyebrows in 
Stockholm. Observers pointed out that à 
civil war has been going on in Burma for 
the past 35 years, and that there have been 
reports of massacres of innocent villagers 
in Burma's minority areas and of civilians 
being press-ganged as porters for govern- 
ment troops during their operations against 
Burma's numerous insurgent groups. 
Oswald Soderqvist, an opposition member 
of the Swedish Riksdag (parliament), 
lodged a complaint with a parliamentary 
watchdog body whose duty is to monitor 
the Swedish Government's actions. 
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A group of Thai MPs advocates expanded trade relations 
with Vientiane — and runs into official disapproval 


By John McBeth 

Bangkok: Despite opposition from senior 
security officials, members of Thailand's 
parliamentary foreign affairs committee 
— backed by Deputy Prime Minister 
Pichai Rattakul — have come out in sup- 
port of Laos' position over restrictions 
Bangkok has imposed on_ border 
checkpoints and on the amount and type 
of goods permitted to cross into the land- 
locked communist state, 

Nine representatives of the committee, 
headed by former prime minister 
Kriangsak Chomanan, spent four days in 
Vientiane in August, and a second delega- 
tion intends to visit Vietnam. The par- 
liamentary committee did not seek the 
Foreign Ministry's advice or approval on 
the timing of the Lao visit. Committee sec- 
retary Paitoon Kruagaew na Lumpoon 
described the visit as "a gesture from 
the Thai people to the Lao people." The 
Lao welcome was warm. 

Kriangsak, who met Prime Minister 
Kaysone Phomvihane and the head of 
state, Prince Souphanouvong, during his 
four-day stay, is popular with the Lao 
leadership. This is largely the result of the 
visit he made to Vientiane as prime minis- 
ter in January 1979 when he pledged to 
turn the Mekong separating Laos and 
Thailand into “a river of genuine peace, 
friendship and mutual benefit" — some- 
thing it had not been since the 1975 com- 
munist takeover in Indochina. A recip- 
rocal visit by Kaysone three months later 
produced an agreement under which the 
two countries agreed not to allow their ter- 
ritories to be used as a base for infiltration, 
aggression or subversion against each 
other. 

However, in 1980 relations began to 
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This inevitably means that the issue has 
to be discussed during the riksdag's next 
session. If it is found that the government 
has acted unconstitutionally, the entire 
government — or at least the minister who 
recommended the sale — could be re- 
primanded. According to Swedish law 
there could also be a vote of no-confi- 
dence against the government, though po- 
litical observers in Stockholm deem that 
outcome unlikely. 

Why the Swedish Government decided 
in the first place to approve the export of 
rocket launchers to Burma is a matter for 
speculation. “Most probably, they 
thought that Burma was so remote and so 
isolated that the news would never reach 
Sweden," noted one observer in Stock- 
holm. “The export of guns to other coun- 
tries is one way for Sweden to finance its 
own, highly developed but expensive pro- 
duction of arms for the Swedish armed 
forces and, as such is a necessity.” 


cool with a series of cross-border shooting 
incidents that ultimately led to the Thais 
closing all but three checkpoints — two in 
the Vientiane area and one to the south 
between Mukdaharn in Thailand and 
Savannakhet in Laos. Given Kriangsak's 
history of good personal relations with 
Lao leaders, there was little wonder that 
the Lao authorities used his latest visit to 
renew a request made last year for the 
opening of two more crossing points and a 
review of a list of 273 so-called strategic 
goods which the Thais have banned for ex- 
port to communist neighbours. 

Lao Interior Minister Sisavat Keoboun- 
phane will raise the two subjects again 
during his visit to Bangkok this month. 
Vientiane is anxious for local trade 
to resume between Ban Hoeui Sai and 
Chiang Khong in the north, and between 
Pakse and Chong Mek in the far south — 
once one of the busiest points of contact 
between the two countries. 

Provincial administrations on the Thai 
side of the Mekong appear just as keen. 
During a tour of northeastern provinces 
before he went to Laos, Kriangsak re- 
ceived requests from senior officials for 
the legalising of two-way commerce. The 
officials pointed out that the border clo- 
sure had led to the growth of uncontrolled 
illicit trade and argued there was nothing 
to be served by keeping restrictions. 

Laos also wants such items as pharma- 
ceuticals, tyres and batteries removed 
from the lengthy list of banned goods 
drawn up by the Thai National Security 
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Council in December 1981. Acetic anhyd- 
ride, the essential chemical for converting 
morphine into heroin, understandably 
heads the list, particularly as Laos does 
not have a textile industry to justify the 
use for which it is intended. But other for- 
bidden exports include bicycles, ironware, 
aluminium, canned food, generators, 
plastic and metal containers and even 
rubber contraceptives and sanitary nap- 
kins. Cross-border sale of seasoning 
powder is banned, according to most 
accounts, because the Viet Cong are said 
to have used it during the Vietnam War to 
apply to bullet and shrapnel wounds to 
stem bleeding. 

"Lao officials said many of the items 
were ridiculous," Paitoon told the 
REVIEW. “It is all part of a sort of cold war 
and they complained about this. They 
can’t work out why Thailand is worried 
about a military threat from a country as 
weak and poor as Laos.” Vientiane feels 
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ence, but National Security Council sec- 
retary-general Prasong Soonsiri and con- 
servative elements in the military and the 
bureaucracy are equally convinced that 
any concessions made to Laos will inevita- 
bly benefit Vietnam. 

In a pointed jab at Kriangsak, Prasong 
made it clear that any request for more 
border crossings would have to come from 
Lao authorities, "and not through any- 
body else." The security chief said he con- 
sidered the existing three crossings suffi- 
cient for the volume of trade. 


yim days after Pichai had issued a 
statement in support of the Lao re- 
quest, the Bangkok Post published a report 
which seemed to be part of an orches- 
trated response against the idea. The daily 
quoted an unidentified intelligence source 
as saying that wider trade along the fron- 
tier would be of direct assistance to the 


— 40,000 troops Vietnam maintains in the 


mountainous state. The source also raised 
the issue of Lao support for Pak Mai, a 
shadowy Thai communist splinter group 
now active in Thailand's northeast pro- 


— vinces (REVIEW, Aug. 11). 


There have also been leaked reports 


—that Laos has recently taken delivery of 34 


Soviet-built MiG21 interceptors, that two 
battalions of Pathet Lao troops were fight- 
ing Khmer Rouge guerillas in northeast 
Cambodia, and that engineers have com- 
pleted transforming Highway 9 into an all- 
weather route linking Savannakhet with 
the Vietnamese ports of Vinh and 
Danang. Diplomatic sources have been 
unable to confirm the jet delivery, which 
would double the size of the Lao air force 
combat fleet, and say they have been hear- 
ing reports for several years now of Lao 
soldiers operating in Cambodia's Stung 
Treng province on the Lao border. 

Work on paving Highway 9 and instal- 
ling new bridges began in the late 1970s 
but, leaving Thai security concerns aside, 
analysts feel the two-lane road will serve 
as little more than an emergency supply 
line if Bangkok ever decides on a pro- 
longed closure of the border. Although 
Lao authorities are irritated over what 
they claim are unnecessary and even de- 
liberate delays in shipments of transit 
goods from third countries, it is generally 
agreed Vientiane will continue to rely 
heavily on Thai ports and the well-de- 
veloped rail system between Bangkok and 
the Lao border. 

Paitoon is outspoken in his criticism of 
Thailand's rigid policy towards Laos and 
says he feels it is detrimental to national 
security and also to the country's econ- 
omy. Similar views, he claims, are held by 
many MPs and by what he describes as 
"certain progressive elements" in the 
army and the Interior Ministry. The vete- 
ran politician believes that while it must be 
accepted that Laos is linked ideologically 
to Vietnam “it would contribute to peace 
in the region if the question of trade and 
cultural exchanges were separated from 
the Cambodia issue, particularly in our 
dealings with a country that has a similar 
culture and traditions.” 
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Communist and non-communist Khmers rub shoulders amicably 
in a new camp which, like others, is short of money 


By John McBeth 


Phnom Dongrek, northwestern Cam- 
bodia: The anti-Vietnamese Coalition 
Government of Democratic Kampuchea 
may in many respects be little more than à 
facade, but at this new refugee settlement, 
where the Thai-Cambodian border curves 
to follow the jungled backbone of the 
Dongrek range, the unlikely alliance has 
taken on a real meaning. 

For the first time, Khmer Rouge families 
are living in the same camp as followers of 
the non-communist Khmer People's Na- 
tional Liberation Front (KPNLF) and, ac- 
cording to officials, the experiment seems 
to be working out well. *There is a good 
relationship," said 35-year-old camp ad- 
ministrator Chum Chheang, a KPNLF 
loyalist who moved to this patch of forest 
land from the sprawling Nong Sumet en- 


Jackson: appeal for cash. 


campment to the south. "When we first 
came I called everyone together and ap- 
pealed to them to help each other. I told 
them, ‘We are all Khmer people and we 
have to live in the same place, so it is im- 
portant we learn to get on together'." 

More than 2,600 of the 15,000 Cambo- 
dians at Phnom Dongrek are Khmer 
Rouge civilians ousted from their former 
stronghold in Phnom Chat in the face of a 
Vietnamese artillery and ground attack in 
April. The rest are here as a result of the 
Thai decision to relocate the inhabitants 
of Nong Sumet on Cambodian soil. It is 
expected that more than 25,000 displaced 
Khmers will eventually be resettled at the 
new camp, which lies about 500 kms inside 
Cambodia and 13 kms north of the 
KPNLF's headquarters. 





Chum Chheang claims to have over- 
come feared factional disputes by dispers- 
ing the Khmer Rouge families to all points 
of the settlement, and says his biggest 
problems now are malaria, which has 
struck 20% of the population, and mon- 
soons that have made access difficult and 
slowed construction. Trucks hauling bam- 
boo and other rudimentary building mate- 
rials along the newly cut laterite road from 
the border can only unload on the out- 
skirts of the camp, leaving the Cambo- 
dians to carry in the materials themselves. 


till, those who remember the hap- 

hazard beginnings of Nong Sumet in 
1979 have been impressed with the neat 
layout of the newest border settlement, 
which, because of its location, is likely to 
afford the inhabitants a greater degree of 
protection when the Vietnamese go back 
on the offensive in the coming dry season. 

It now appears likely that 45-50,000 re- 
fugees will remain at Nong Sumet, as well 
as at the adjacent satellite camp of Prey 
Chan, which was established for the 
26,000 people who fled Nong Chan, a short 
distance to the south, when it was attacked 
by Vietnamese forces in February. 

There is à critical shortage of funds to 
provide for these people. The Nong Chan 
incident, plus other relocations forced by 
similar attacks elsewhere along the bor- 
der, together with the long-expected Thai 
decision to open Phnom Dongrek, have 
cost the United Nations Border Relief 
Operation (UNBRO) US$1.8 million and 
contributed to the funding crisis it and as- 
sociated voluntary agencies now face in 
trying to keep the aid effort afloat 
(REVIEW, Aug. 18). 

In an emergency appeal issued on Au- 
gust 2, UN aid coordinator Sir Robert 
Jackson warned that the border relief 
programme would not be able to continue 
unless donor countries provided US$3.5 
million in cash by August 31. This repre- 
sents about half the shortfall in a US$31 
million budget presented to the 12 princi- 
pal donors and 35 other contributing gov- 
ernments for the 1983 calendar year. De- 
spite three meetings Jackson has held with 
donors in New York — the first was in 
May — only Norway has indicated a wil- 
lingness to help make up the deficiency. 

UNBRO officials say funds earmarked 
by donors for food are sufficient until the 
end of October, but they point out that 
cash for logistics, medicine, relief mate- 
rials and to keep voluntary agencies in op- 
eration would not last as long as that. 
Thai authorities have already been told 
that because of the critical situation, prior- 
ity will only be given to food deliveries and 
medical programmes. (r 


SEPTEMRER à. TORI a FAR EACTERM EANNA ONCA 


m" WaN. ^ ~ JEI i PU TE CEU; HM a 9,» T "X 






N N IT COMES 
TO CHOOSING A 
COMPUTER COMPANY 
THE QUESTION ISN’T 
WHO’S BIGGER, 
IT’S WHO’S BETTER. 
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he composition of the “Fourth Nuclear 

Free and Independent Pacific Confer- 
ence" held in Vila, Vanuatu, some weeks 
ago made it inevitable that it would pass 
resolutions condemning the West while ig- 
noring the Soviet Union's military expan- 
sion in the Pacific. While most of the dele- 
gates came from the Pacific islands, there 
were "peaceniks" from Australia, New 
Zealand, Canada, the United States, the 
Philippines and Japan. 

In addition there were people like Gov- 
ert van Oord from the Dutch Inter- 
Church Peace Council, one of the leading 
organisations in the European campaign 
— which many say is inspired by Moscow 
and which is certainly gratifying to the 
Soviet leadership — to prevent Nato in- 
troducing US Cruise missiles. Another 
was New Zealander Owen Wilkes, who 
has worked for both the Norwegian Peace 
Research Institute and the Stockholm In- 
ternational Peace Research Institute and 
was arrested and found guilty of security 
offences in both Norway and Sweden. 
Also attending the conference were four 
Japanese members of the Gensuikin Com- 
mittee, a peace organisation affiliated to 
the Soviet-funded World Peace Council. 

Small wonder then that no mention was 
made of Soviet naval activity in the Pacific 
while the deployment of the US To- 
mahawk missile in the region was con- 
demned, as were the "increased conven- 
tional war preparations by the US, Aus- 
tralia, Japan, New Zealand and Canada." 
Naturally enough, the conference's delib- 
erations were warmly applauded by Soviet 
newspapers and in the Soviet radio pro- 
grammes aimed at the Pacific — for the 
real military buildup in the Pacific is of 
Soviet nuclear strength. And it is here that 
the hypocrisy of the whole exercise is ex- 
posed. 

Western defence analysts estimate that 
some 30 submarines of Moscow's nuclear 
strike force, almost a quarter of the Soviet 
navy's SSBN force, are operating in the 
Pacific basin. More than 90 submarines in- 


30 


Soviet sub and destroyer in the Pacific: a massive build-up. 


Vigilance in Vanuatu — 
with one eye closed 








cluding significant numbers of Victor III 
nuclear-powered attack submarines 
(SSN), Charlie 1 nuclear-powered Cruise 
missile submarines and the new diesel- 
electric Kilo attack submarines are also 
deployed in the Pacific. 

In addition it is considered likely that 


| the second of the huge Typhoon-class nu- 


SS 


clear-powered ballistic missile submarines 
will be deployed in the Pacific. These are 
the largest submarines in the world: 170 
ms long and armed with 20 launchers for 
SSNX20 ballistic missiles, each one of 
which has 12 independently targeted nu- 
clear warheads. And, to support all this 
nuclear fire-power, the Soviet navy is 
about to equip its submarines with the 
SSNX2] — its own version of the Cruise 
missile over which Moscow's propagan- 
dists have raised such a worldwide storm. 


T Soviet navy's increased emphasis on 
nuclear ballistic and Cruise weapons 
was boasted about by Adm. Sergey 
Gorshkov, naval commander-in-chief and 
deputy minister of defence, in a speech 
marking Soviet Navy Day last year. The 
navy, he said, “has acquired qualitatively 
new features and fundamental changes 
have taken place in the appearance of our 
well-balanced fleet, where all kinds of 
forces connected with the introduction of 
nuclear energy and radio electronics 
aboard ship and the equipping of ships 
with nuclear missiles are developing har- 
moniously. Our fleet's technical equip- 
ment meets all the requirements of the 
modern nuclear missile age." 

Gorshkov was, of course, referring to 
surface vessels as well as submarines and 
of these the Soviet navy has 85 major ves- 
sels deployed in the Pacific, including the 





‘The Backfire . . . will soon be 
modified to carry . . . precisely the 
types of weapon the Vanuatu 
conference condemned.» 
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atat carrier Minsk. Also operating in 


the Pacific are 215 minor craft, 20 am- 
phibious craft and 77 major auxiliary sup- 
port ships. 

New classes of ships are being fed into 
this fleet as they become available. Two 
new classes of destroyer, the Sovremenny, 
armed with surface-to-surface missiles, 
and the Udaloy, equipped with anti-sub- 
marine missile launchers, are expected to 
make their appearance soon. So is the 
powerful 13,000-ton Krasina class cruiser 
which carries 16 anti-ship Cruise missiles. 

This expansion of the Soviet fleet in the 
Pacific and the introduction of new ships 
and weapons — especially the Cruise mis- 
siles — will entail the development of new 
tactics. In order to do so, spy submarines, 
like those which have been probing the 
Scandinavian fiords, will have to be used 
to explore the coasts of potential targets. 
The closer a submarine gets to a land 
target the less warning there is of a Cruise 
missile attack. 

This helps to explain the stepping up of 
activity of the Soviet oceanographic re- 
search and hydrographic survey fleet in 
the Pacific (REVIEW, May 26). Nearly half 
the Soviet “research” fleet operates in the 
Pacific. While these ships pose as fishery 
and scientific-research vessels their prime 
function is to supply the raw intelligence 
on which naval tactics can be based. 

The Soviets are also using their air force 
much more in the Pacific area. Tupolev 
Bear maritime reconnaissance aircraft are 
mounting long patrols out of their base at 
Cam Ranh Bay. Developed by the Ameri- 
cans during the Vietnam War, Cam Ranh 
Bay is now being used increasingly by 
Moscow, providing improved communi- 
cations and intelligence capabilities to 
support naval operations in the South 
China Sea. 

In addition to the reconnaissance air- 
craft operating out of Vietnam and the 
eastern Soviet Union, some 50 of the ad- 
vanced Backfire bombers are deployed in 
the Soviet Far East — mostly from bases 
on the Kamchatka peninsula. 

The importance of the disposition of 
these aircraft is that they have a range of 
8,000 kms and could hit Midway, Guam 
and the Philippines without refuelling and 
with mid-air refuelling their range could 
be considerably extended. Moreover, in 
addition to its nuclear strike and conven- 
tional attack roles the Backfire has a low- 
level penetration capability and will soon 
be modified to carry three long-range air- 
to-surface Cruise missiles capable of 
travelling at three times the speed of 
sound — precisely the types of weapon the 
Vanuatu conference condemned. 

It was perhaps as well for the peace of 
mind of the Pacific nuclear-free confer- 
ence delegates that the sinking of a Soviet 
Charlie-class nuclear-powered submarine 
off the Kamchatka peninsula in June was 
not revealed until after the conference had 
ended. It was, after all, built to carry 
Cruise missiles. 
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international banking, 
our name 

makes a difference. 


For over one hundred years, the name 
American Express has meant excellence in 
personal service. 

Today, with the added strength of afhl 
iated Trade Development Banks, American 
Express Bank continues this tradition of 
excellence. We offer an unparalleled array 
of financial services, through our offices in 
Switzerland and around the world. 

For the demanding individual and 
enterprise, we provide virtually every 
banking service you'll ever need. 

Asan American Express company, we 
offer a broad spectrum of personal and 
investment services no other bank can 
match. 

We are uniquely qualified to assist you 
with everything from asset management 
and securities transfers to international Gold 
Card* privileges. 

Through our far-reaching global net 
work, our services are available not only in 
the major financial centers, but through 64 
offices in 36 countries as well 

American Express Bank. Our name 
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A lot of hot air 


That's what it takes for 
Lamipak Industries to make 50 million plastic 
bags a day. 

And Atlas Copco air compressors are 
right there in the thick of the action, quietly 
pumping 24 hours a day, 7 days a week. 

Tough work for any machine. 
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But Atlas Copco equipment is built to 
perform. Built to last. 

Built with your business in mind. 

And Lamipak knows that better than 
most. 

Atlas Copco engineers studied the 
process. Examined the equipment. Digested 
the operating parameters. Then came 
forward with the right compressors for the 
job: Two Atlas Copco GA 708's and 
GA 508's, capable of delivering 408 litres 
of clean, dry air per second. 

With a regular maintenance programme 
for them, plus a trouble-shooting team at 
Lamipak's beck and call. 

That way, production marches on 
right round the clock, meeting Lamipak's 
export orders of over 350 million plastic 
bags a week. 

Looking after your interests like this 
is all part of the service. 

After all, when you buy Atlas Copco, 
you buy the whole company too. 


Atlas Copco 


When you buy our equipment, you get a whole company. 
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longkong, Atlas Copco (HK) Ltd, 227 - 229 Wai Yip Street G/F & 1/F Kwun Tong, Kowloon. Indonesia, P T. Allasco Sakti, Cilandak Commercial Estate 203, 

u. Yokohama-shi, Kanagawa Pret 236. Korea, Atlas Copco Korea Co Ltd, 105- 1 Banpo- Dong. Gangnam -ku, Seoul. Malaysia, Atlas Copco (Malaysia) Sdn Bhd 

m 15 South Superhighway, Paranaque, Metro Manila. Taiwan, Atlas Copco Tarwan Ltd, 497-501 Ching Ping Road, Chung Ho City, Taipei Hsien 

inquiries to Singapore : Atlas Copco (SEA) Pte Ltd 21 Tuas Avenue 3 Singapore 2263 6652 


Mita plain paper copiers with 
size reduction mode quickly turn 
computer stock forms and other 
over-sized originals into manage- 
able, letter-sized copies. 

And despite their compact, 
desk-top size, they're loaded with 
features to help improve the 
productivity of your office. 

For example, all three have 
Mita's Automatic Dry Toner Density 
Control System. It continuously 
monitors copy quality, to make 
sure your copies turn out letter 
perfect every time. Plus other time- 
saving features like single key 
copy repeating, copy interruption 
and a "Sensor Touch" control panel. 

The Mita DC-312RE not only 





reduces, it enlarges too, and 
delivers a speedy 30 copies per 
minute (A4). You can even equip it 
with an optional document feeder 
and automatic sorter. 

The Mita DC-181R is one of E 
only a few reducing copiers that 
can also copy extra-large A3-size 
originals, size for size. And the 
Mita DC-133R is one of the most 
compact reducing copiers 
anywhere. 

Nearly 50 years of manufactur- 
ing for the image reproduction 
industry has made Mita one of the 
world's most experienced copier 
companies. See for yourself. Make 
a tomcat kitten size at your local 
Mita dealer, today. 
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Turnover: US $600 million 
Employees: 
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in 80 countries. 
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MINING MACHINES 


The business of business is profit. KONE's success in business 
is based on innovations which generate higher profits 
for our customers around the world. 

A good example is the SCD Static Con- 
verter. This patented elevator drive system 
is so efficient it can cut your energy costs 
by 40—60 %. In addition to being fast, 
accurate and exceptionally reliable, 

it is also unquestionably the 

quietest system of its kind. 
And there are many other 
outstanding KONE products 
designed to give you more. 
Find out how you can benefit 
from KONE expertise. 

Write to our president 

Pekka Herlin 

at company head 

quarters, o 

contact you 
nearest KONE 

representative 


Our Annual Report 
is available upon request 
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"A forgotten elegance returns 
to Honolulu with the new Halekulani. " 


TS shoreline at Waikiki has undergone an 
elegant change. A grand old hotel has 


been preserved in its traditions, but has given 
way to far greater dimensions encompassing all 
the refinements necessary to a truly unique 
resort. 

From October '83, the Halekulani is able to 
fulfill the expectations of even the most 
impossible perfectionist, to whom elegance is an 
integral part of daily life and style is nothing 
more than a natural attribute. 





Five acres of gardens stretch to the very edge of 
Waikiki Beach. The cool, tropical-white interior 
of each spacious guest room leads to its own 
lanai, with spectacular views of Diamond Head 
and the ocean. One of Honolulu's premier 
restaurants and other less formal dining areas 
more than satisfy every requirement for fine 
food and refreshment. 

The new Halekulani is born and with it a 
forgotten elegance returns. Honolulu will never 


be the same again. 
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Halekulani 


A REGENT "INTERNATIONAL RESORT 
HONG KONG BANGKOK. KUALA LUMPUR MANILA FIJI COLOMBO. SYDNEY MELBOURNE. HAWAI PUERTO RICO ALBUQUERQUE. NEW YORK. CHICAGO WASHINGTON D 4 
HALEKULANI 808-923-2311, TELEX 8382; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 
















| Manila bureau chief Guy Sacerdoti, 























: collection of banana. republics so 
prevalent still in so many countries of the 
West, not least, one must admit, in the 
press. The. number of pages in that 
. period we have had to devote to reports 
-< Of violence, apart from the bloodbath in 
Cambodia, has been minimal. 
nthe space of afew tragic weeks, 
ace has featured in the headlines 
again. The stories below them have not 
altered the truth of the general tenor of 
our East Asian coverage, but may well 
= have done much to reinforce the pre- 


judices of those elsewhere in the world | 


— whether they write editorials or assess 
country risks. First, Jakarta admitted 


^. that the hundreds of suspected criminals 


shot to death in recent months have been 
deliberate extra-judicial executions car- 
ried out by à special squad of army crime 
. fighters. Then, in Sri Lanka — an island 
which under the rule of President Junius 
. Jayewardene has determinedly attemp- 
ted to achieve progress along East Asian 





3 and dim. and seeking a link with 
 Asean — suddenly erupted in communal 
violence. The anti-Tamil riots brought 
death and destruction to an island once 
deservedly dubbed Serendip — a 
paradise capable of producing surprises, 
but of the happy variety. And then, in 
another nation which deserves happi- 
ness and which, together with other 
countries. such as North Korea, Cam- 
bodia and Burma, is a vivid refutation of 
the old adage that every people gets the 
government it deserves, comes the vic- 
ious and horrible murder of Ninoy 
Aquino, 
@ WHAT is there to say that has not al- 
ready been said: etched on the grieving 
. faces of those who were waiting for him, 
believing that Ninoy represented the 
best hope of persuading. Philippine Pre- 
sident Ferdinand Marcos that he must 
prepare for a democratic succession? Or 
on the harder faces. of those who since 
the assassination believe there is no 
longer a possibility of a n iiddle road be- 
tween the Marcos. regi 1€ and leftist in- 
i surgency? ee RS 
. Apart from the very pertinent ques- 
tions listed in the moving account of the 
assassination in last week's issue by 
REVIEW -chief correspondent Rodney 

Tasker: {an old friend of Ninoy) and 























| others remain to be answered. 
| . Marcos himself (the man who once ac- 
| cused Ninoy of being a communist) 

- suggested the murder may have been the 
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REVI IEW id our cover 25 on 
| his imminent return (REVIEW, Aug. 4) 


at New York: -bookstalls. ‘When one 


newsvendor asked why he was uying so 


many, he pointed proudly to the 
on the cover and said: "That's me." 





Whereupon the newsvendor asked for 


an autographed copy. Which. Ninoy 
promptly handed over. 
As a last memory of N wit. isa poig- 
nant one, so typical is it of his boyish en- 
thusiasm. As his widow put it, he “trea- 
sured" that last cover story. We treasure 
his memory. 
e AS for Sri Lanka, the REVIEW has re- 
ceived many letters, largely from Tamils 







j| for : an unfortunate misprint imp: 







in exile, who have vented their bitterness - 


against their country's politicians, past 
and present, against the military, the 
police, the economy and their status. 
Their grievances may be many, but it 
seems to me that they must forfeit some 
sympathy if they claim full citizens 
rights as generations-old residents of 
their adopted country and at the same 
time support a party committed to seces- 
sion. And the parallel with Canada does 
not work, for neither the French nor the 
Anglo-Saxons can claim to be 
sons" of that large tract of soil. 


Out of that situation at least, some 


"native | 


good may come — as the REVIEW's | 


Manik de Silva reported last week, the r 
 riots promise to launch what is a long- 
overdue programme of slum clearance: 


and renewal. 
De Silva also reported on the harm the 


riots have done to the island's vital 


tourist industry, causing untold damage 
to the image of peaceful, white-sand 
beaches and waving palm trees, of an- 
cient temples, friendly elephants and of 
a hospitable people which has — with 


every justification — been so assidu- 


ously promoted in advertisements. 1 
learned from his report with surprise 
that the continued appearance of the ads 
had been the result of a deliberate deci- 
sion — an attempt to counteract the bad 
publicity given to the riots. It was, in my 
view mistaken: how often in the past few 


weeks has one opened a magazine to find . 


a double-page glossy advertisement for 
"Sn Lanka... A Taste of Paradise" — 
only to turn the page and be confronted 
by pictures of the ruined and looted 
buildings and the victims of communal 
violence. The tragedy is that both illust- 


rations were accurate reflections of 
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the firm would be perfectly reat 
sort to violence, extorting money 
its customers. 
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© ANOTHER Tai 
a chain of Japanese 
taurants and bar 
Yakiniku & Pub —; 
lar letter to potential. 
them to patronise the e: 
But before getting downtot 
the letter began: 
Gentlemen, 
First of all, we wish to salute to. 
contribution you have made joi 
make the miracle success in fly 
economy in Taiwan. 

I dare say some of those the le 
reached occasionally fly first class. 
€ ANOTHER restaurant hands | 
cards which read: 
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Beer House also distributes promoti 
cards which promise many Geli 
sweet waitresses, games ot chess — 
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SILVER H = | 
(BEER HOUSE) - 
MUSIC DIGCO DRINKS FOOD” 
SWEET .WAITRESS — 

ANY KIND YOU WANT 


WE HAVE IN HERF 
WE LCOME ALL THE 






TIMES ^ 





WELCOME TO SILVER H BEER HOUSE — — 
OUR STORE WILL PREPUUE FOR YOU, CHESS. 
MAGAZINSS, MUSIC AND ALL KIND OF PRINK 
MAY YOU HAVE A GOOD TIME TO UB. 
THANK YOU VERY M UCH i 
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BS Salama! Ali 
3 etired Indian diplomat G. Parthasa- 
PW rathy, sent by Prime Minister Indira 
— Gandhi to Sri Lanka in the wake of the 
July riots to mediate between the 
Sin alese majority and the minority 
Tamils described his mission as ` ‘difficult 
and delicate.” He was not exaggerating, 
À d or it will be a miracle if he can initiate any 
dialogue between the main Tamil party. 
the Tamil United Liberation Front 
(TULF), and the Colombo government, 
i ich is determined to resist separatist 
d mands. 
- Des ite the problems, Parthasarathy 
asted no time in setting about his task 
af Iter arriving in Colombo on August 25, 
Ir m succession he conferred with Sri 
Lankan President Junius Jayewardene 
and former pn minister Sirimavo Ban- 
ranaike, Jayewardene's main political 
no B oscnt. He also summoned to Colom- 
‘bo TULF leader Appapillai Amirthalin- 
E n, who was visiting India. 
_ But the array of obstacles facing Partha- 
rathy is daunting. Jayewardene has 
m ade it clear he will not talk to the Tamils 
unless they give up their demands for 
-separatism. Mrs Bandaranaike has also 
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_ UNITED NATIONS 
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. The secreta 
for a year fol 


By Ted Morello 
— New York: Confused signals about the 
dialogue between Indonesia and Fretilin, 
— the leftwing independence movement in 
East Timor, have prompted United Na- 
tions Secretary-General Javier Perez de 
‘Cuellar to put on one-year hold his annual 
st Timor report to the UN General 
“Assembly 
: zoUnder the East Timor ri 
ESdopted at last year's 37th assembly, the 
— seeretary-general was directed to “initiate 
erred acd with all parties directly con- 
rned" and to report on developments to 
the 38th session opening on September 20. 
-— But he has suddenly announced: “In view 
of recent developments régarding the 
“question of East Timor, I do not consider 
3 it opportune to submit a substantive re- 
— port on my efforts to contribute to a com- 
prehensive settlement of the problem to 
the general assembly at this time." 
; Instead, he said in a note to the assem- 
k bly, he will postpone his report until the 
— 1984 session. He refused to identify the 
“recent developments” and, in a step un- 
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nvied envoy — 


[ im Delhi's mediator faces an uphill task in starting 
a dialogue between Colombo and Tamil leaders 
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declared unequivocally that Sri Lanka 
must remain a unitary state — ruling out 
some form of federalism that might ac- 
commodate the Tamils. For his part, 
Amirthalingam has said that while his 
party has agreed to examine proposals 
made by Colombo, the demand for sep- 
aration has not been dropped. He has also 
stated bluntly that Tamils would expect 
India to send troops if riots broke out 
again in Sri Lanka. 

There are other problems over Partha- 
sarathy's mission, Colombo has expressed 
reservations about the scope of the good 
offices that Mrs Gandhi has offered. And 
as a Tamil himself, Parthasarathy has to 
allay the fears of Sinhalese nationalists 
that he is tilting towards the Tamils. As an 
Indian, he has to guard against Sri Lan- 
kans interpreting his mission as interfer- 
ence in their country's domestic affairs. 

During a week-long visit to New Delhi 
before the Parthasarathy mission began, 
Amirthalingam declared his party's deter- 
mination not to take an oath of loyalty to 
Sri Lanka's national integrity, and added 
that talks between his side and Colombo 
should begin without pre-conditions, on 


o a holding pattern 


-general postpones his report on East Timor 
owing 'recent developments' 


usual for a secretary-general, instructed 
his spokesmen not to discuss or answer 
questions about his eight-line note to the 
assembly. 

But from the UN principals in the dis- 
pute, the REVIEW has learned that Perez 
de Cuellar apparently is rcacting to the 
newly established dialogue between 
lakarta officials and representatives of 


| bretlin. Up to à point, Indonesian Am- 


bassador Ali Alatas and Fretilin’s UN re- 
presentative Jose Ramos Horta agree on 
what has been happening in the territory: 
on Jakarta's initiative, sporadic talks have 
been going on between the government 
and the rebels. However, the two are ir- 
reconcilably divided on the implications of 
the meetings. 

Horta said that in à letter to Perez de 
Cuellar, Fretilin president Jose Alexandre 
Gusmao brought the secretary-general up 
to date on developments since a “high- 
level meeting . . . at Indonesian request 
and in Fretilin-held areas in East Timor." 
By Fretilin's account, its negotiating team 





Amirthalingam: blunt demand. 


either side — meaning that the govern- 
ment must not ask the TULF to give up its 
demand for a separate Tamil state prior 
to starting a dialogue. 

But the mood in Colombo is hardening 
against granting any concessions to the 
Tamils. The tougher attitude has been de- 
monstrated by a newly enforced regula- 
tion which requires all Sri Lankan Gov- 
ernment servants to swear a loyalty oath. 
But in their present frame of mind, many 
Tamils, especially in the north of Sri 
Lanka where Tamils predominate, may 
refuse to take such an oath. If that hap- 
pened, and TULF politicians refuse to 
take the required loyalty oath in parlia- 


was headed by Gusmao, while Col Pur- 
wanto, commander of the Indonesian 
forces in the territory, led Jakarta's mili- 
tary delegation. 

Horta cited the talks — and particularly 
the fact that they were held at Jakarta's re- 
quest and in territory claimed by Fretilin 
— as evidence contradicting the Indone- 
sian contention that Fretilin is non-exis- 
tent or “consists of only a few hundred 
armed ‘terrorists’ .” 

Gusmao ts said to have demanded that 
for the dialogue to proceed, Indonesia 
would have to inform the secretary-pgen- 
eral that it had initiated the talks and that 
they had resulted in a ceasefire. Addition- 
ally, he said that in formal negotiations, 
both the UN and Portugal, still recognised 
hy the UN as East Timor's administering 
power, must participate as full partners. 


He said that in a separate message to 
Indonesian President Suharto, Gusmao 
called for the withdrawal of Indonesian 
troops and their replacement by a multi- 
national force while Fretilin troops re- 
mained as presently deployed. He also de- 
manded a UN-supervised referendum on 
the country's future as an exercise of self- 
determination. Jakarta insists — the 
Timorese already have made their choice 
— union with Indonesia. 

While Alatas acknowledged that the 
government initiated the Fretilin talks, he 
downgraded their importance and scoffed 
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nated both from e elective pc 
ernment service, thus alien: 
minority still further. 

ipie has argued dim it is not 
the Tamils who are splitting Sri Lanka. 
Rather it is the actions of Sinhalese mobs 
and the policies of the government that 
are dividing the country. “We are merely 
asking," he said, “for a de jure recognition 
of an existing reality." In India, he met 
leaders of various political parties and 
found them in favour of an Indian initia- 
tive, and even of strong action by New 
Delhi to prevent atrocities against the 
Tamils. But he found little support for a 
separate Tamil state: recent violence in 
Assam and Punjab states has made many 
politicians fearful of secessionism in any 
form. 

New Delhi also has to be wary of senti- 
ment in the southern state of Tamil Nadu, 
where the fate of Sri Lankan Tamils is the 
hottest political issue. — Muthuvel 
Karunanidhi, leader of the state's opposi- 
tion Dravida Munnetra Kazhagam, has 
hinted at a possible revival of the party's 
secessionist demands. He remarked that 
though his party had given up its plan for 
the separation of Tamil Nadu from India 
in 1962, the reasons that had prompted 
that demand remained valid. In an attack 
on Mrs Gandhi's Congress party, 
Karunanidhi charged that it had inter- 
vened in then East Pakistan in 1971 when 
the Pakistani army went on a rampage. 

“But not a dog barked when the Tamils 
were massacred in Sri Lanka.” 
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at Horta's interpretation. He denied that 
the contact resulted in a truce or ceasefire 
agreement, "and even less negotiations 
which would imply holding a referen- 
dum." Rather, he said, Jakarta's East 
Timor Governor Mario Viegas Carras- 
calao had arranged to meet what he called 
"the remnants of the so-called Fretilin still 
holding out in the mountains.” 

But the ambassador said Carrascalao's 
purpose was purely to persuade the hold- 
outs to accept the government's offer of 
general amnesty. Alatas said the governor 
rejected the Fretilin delegates' political 
demands. Horta, however, insisted that 
Carrascalao, whom Fretilin refuses to rec- 
ognise, did not participate in the “formal 
talks." Nevertheless, neither side has 
slammed the door on a negotiated settle- 
ment. 

Indeed, the prevailing feeling among 
delegates involved is that neither In- 
donesia on the one hand nor Fretilin and 
its principal advocate, Portugal, on the 
other are itching for a confrontation in the 
general assembly this vear. 

It is unlikely that even Fretilin is eager 
to test its muscle in the assembly. For 
while Horta expresses confidence that the 
resolution calling for self-determination 
negotiations can win again this year as it 
has at previous sessions, the pro-Fretilin 
measure has been adopted by successively 
narrowing margins — 50 in favour and 46 
against last year (REVIEW, Dec. 3, '82). @ 
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E month's refuted reports of an 
alleged smuggling trade in panda 
skins from China via Taiwan provided a 
useful sour for panda welfare. The 
World ildlife Fund (WWF), the 
world’s largest private animal-conserva- 
tion organisation, lost no time in whip- 
ping up world reaction and pushing for 
increased support for China’s protection 
of these rare and beautiful mammals. 

This year — the Year of the Pig — 
China, in cooperation with the WWF, 
should complete its 10th and largest re- 
serve for protected pandas in Wolong, 
Sichuan province. China, which now re- 
gards the panda -as a national treasure, 
has spent US$3 million and the WWF 
US$1 million on the 500,000-acre pro- 
ject, which will become a world head- 
quarters for panda research. An esti- 
mated 100,000 giant pandas (protected 
from hunting and capture since the early 
1950s) are still alive and well in the 
Sichuan, Gansu and Shaanxi provinces 
of central China. 

The panda lives mainly on bamboo 
and because of this 
vegetations — poor 
nutritional value eats 
up to 20 kgs over à 
10-hour period. The 
problem of the 
pandas' survival is 
that vast areas of 
bamboo are now 
blossoming and go- 
ing back to seed 
which takes a long 
time to germinate: in 
the past three years 
150 pandas have 
been found dead 
from starvation. 

The Chinese and 
the WWF are now 
planning to shift 
pandas to new bamboo areas, wE — im- 
probably — wean them onto alternative 
fare. They seldom eat meat but, in emer- 
gencies, will settle for birds, small mam- 
mals or fish. However, they are usually 
too slow to be efficient predators. 

Having an average life span of 25-30 
years, pandas are normally solitary crea- 
tures meeting once a year, in late spring 
or early summer, to mate 

The mother nurses her cub in a cave or 
a hollow tree-trunk, carrying it around 
for the first three months until it can 
crawl. The cub often stays with the 
mother for two or three years. Seem- 
ingly, the father is forgotten. Ancient 
Chinese legends surrounding the panda 
and its origins abound. One from 
Sichuan holds that the panda acquired its 
black markings because it mourned the 
death of a "human friend." Tang 
dynasty (618-907) records claim that the 
panda had magical powers and in those 
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days screens. bearing paintings. of 
crouched pandas were placed in front of. 
doors and gates. 

Nancy Nash, Hongkong resident con- 
sultant of the WWF, accompanied the 
first foreign-devil group. led by WWF 
chairman Sir Peter Scott, invited to the f 
Wolong reserve in 1980. Since then, she | 
has visited Wolong and other panda | 
areas several times. She tells me that 
back in AD 685, the emperor of China 
sent two live pandas and 70 skins to the 
emperor of Japan. And in the late 1200s, 
the Venetian traveller Marco Polo 
studied the skins of “black and white - 
bears" in the Imperial Palace in Peking. 

However, not until 1869 was the 
existence of the panda recorded in scien- 
tific textbooks in the West after a French 
missionary (Jesuit, of course) found a 
black-and-white animal skin on a farm in 
Sichuan and sent it to Paris. The French, 
with customary precision, registered it as 
racoon, 

Then in the 1900s the West waged a 
"scientific war" on the amiable pandas, 


see bis: their remains ae coats. For in- 
stance, Kermit and Theodore Roosevelt 
Jr (sons of former United States aen 





Theodore Roosevelt), on an ex- 
pedition sponsored by Chicago's Field | 
Museum of Natural History, shot a giant. | ^ 
panda in Sichuan and sent the coat back | ~ 
home. It seemed to be the signal for 
hunters to start killing and capturing 
the animals wholesale. They were great- 
ly sought after in the West — headline 
words such as "Panda-monium" became 
familiar. 

But today the Chinese are resolved — 
with, they hope, foreign-devil support — 
to preserve the panda or da xiong mao 
(hterally: giant bear cat). They will cap- 
ture baby pandas and raise them in cap- 
tivity. *A world without pandas," said 
Prof. Hu Jinchu, who is in command of 
China's preservation operation, “would 
be a much less colourful and happy home 
for all of us." 
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Shifts in the wind 


Pressure for a nuclear-free zone may force a softer government 
policy and a new approach to the Anzus pact 


By Colin James 


Wellington: There are signs of a possible 
shift in New Zealand's long-standing posi- 
tion on Anzus, the 32-year-old defence 
alliance between Australia, New Zealand 
and the United States. In the wake of 
an announcement by a government 
backbench MP that she would support a 
ban on visiting nuclear-armed warships, 
another influential backbencher has call- 
ed for active initiatives on a Pacific “nu- 
clear peace zone," and Prime Minister 
Robert Muldoon has softened his tough 
talk on the issue. New Zealand has by 
tradition been à staunch supporter of 
Anzus. 

Muldoon’s difficulty is that he has only a 
one-vote majority over New Zealand's 
two parliamentary opposition parties, 
both of which favour a ban on nuclear 
arms from New Zealand waters. As a re- 
sult, defection by one government MP 
could defeat him on a major policy and 
undermine the administration's authority. 
Unless he can persuade a Labour MP to 
vote on his side — and one has indicated 
he may do so on this issue — Muldoon is 
likely to be forced into making a com- 
promise gesture. 

However, Muldoon's difficulty is not li- 
mited to parliament. Although opinion 
polls in the past have shown majorities in 
favour of nuclear warship visits, and visit- 
ing sailors are well looked after socially 
through public “dial-a-sailor” hospitality 
services, the issue has become more politi- 
cised this year, particularly by women op- 
posed to nuclear arms. Many within the 
rank and file of Muldoon's National Party 
share these misgivings. Within the past 
month, a new rightwing splinter party has 
Joined the anti-nuclear lobby. 

The difficulties are not all Muldoon's; 
the main opposition Labour Party is at 
odds with its leader, David Lange. Two 
months after his election to the leadership 
in February, Lange attempted to 
soften his party’s opposition to visits by 
nuclear-powered and nuclear-armed ships 
to the latter category only and im- 
mediately ran into stiff opposition from 
party rank and file. 

During its time in government — 1972- 
75 — Labour refused visits by nuclear-pow- 
ered warships, but official policy has al- 
ways rejected party conference demands 
for withdrawal from Anzus, softening 
them instead with an expressed desire to 
"review" the treaty. Even this has alarmed 
the US, which has lost little opportunity to 
restate its belief that banning warships 
would be incompatible with Anzus. 
About half a dozen unionists have been in- 
vited to the US over the past few months 
and have been given the message by US 
labour leaders. 
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The Muldoon government's position 
since 1975 has been close to Washington's. 
Foreign Minister Warren Cooper reiter- 
ated this at the annual Anzus council 
meeting of ministers in Washington in late 
July. "The national government enjoys 
visits by conventionally powered and nu- 
clear-powered US vessels," he said. “We 
don't ask the Americans whether these 
vessels have nuclear weaponry and we 
don't intend to." 

In early August Defence Minister 
David Thomson again supported this. The 
decision to accept nuclear-ship visits “is 
essentially a matter of playing our part in 
the Anzus alliance,” he said. “To deny all 
US, French or British naval vessels access 
to New Zealand ports solely on the 
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Beetham: opening the door. 


grounds that some might be carrying nu- 
clear weapons would be an unfriendly act 
not in keeping with the close and coopera- 
tive bilateral relationships that we enjoy 
with those countries. " 


T nomeon was speaking in debate on a 
bill introduced in parliament by Bruce 
Beetham, leader of the minority Social 
Credit Party. That bill was the occasion of 
a statement by Marilyn Waring, a govern- 
ment backbencher, that her “minimal 
position" was a ban on nuclear arms 
within New Zealand's 12-mile territorial 
waters. 

Waring has long held anti-nuclear 
views, but in April 1982 she refused to 
support à bill by Labour MP Richard Preb- 
ble seeking to ban nuclear-powered and 
nuclear-armed vessels from the 200-mile 
exclusive economic zone, thereby creating 
a nuclear-free zone. The price she ex- 
tracted from the government for her loy- 






alty then was that the issue went to a special 
disarmament and arms-control select 
committee of parliament. With informa- 
tion from the hearings of that committee, 
Waring wrote an open letter to US Am- 
bassador H. Monroe Brown on July 18 
protesting against the impending visit of 
the nuclear-powered warship, USS Texas. 

Confronted with Beetham's bill, she an- 
nounced at the National Party's annual 
conference on July 31 that she would sup- 
port its introduction and referral to the 
disarmament and arms control committee 
for study. Waring disapproved, however, 
of the Beetham bill's inclusion of nuclear- 
powered as well as nuclear-armed vessels 
as impractical because it would exclude 
civilian ships and did not deal with the cru- 
cial issue of arms. 

In her speech to the National Party con- 
ference, Waring argued that banning nu- 
clear-armed ships was not incompatible 
with membership in Anzus, since there 
was no threat necessitating action in terms 
of the treaty. Further, as an early signa- 
tory to the nuclear non-proliferation 
treaty, New Zealand was bound not to 
allow nuclear weapons to be stored on its 
territory. No other MP publicly supported 
Waring, but several are privately uneasy 
at the hard official line. At the conference, 
there was substantial minority sympathy 
among delegates for her position — and 
the party's youth policy conference had 
endorsed the concept of a nuclear-free 
zone in June, 

More significantly, the chairman of the 
disarmament and arms-control commit- 
tee, Doug Kidd, considerably softened his 
stand in leading a discussion on defence at 
the party conference. While arguing that 
"defence equates with deterrence," Kidd 
called for active initiatives by the govern- 
ment towards a long-term objective of a 
"nuclear peace zone" in the Pacific. Kidd 
is a senior and influential backbencher tip- 
ped for early promotion to the cabinet and 
a former defence hawk. 

The Waring and Kidd initiatives 
prompted Muldoon to play down his 
hawkish stance and give verbal govern- 
ment support for a nuclear-free Pacific. 
Both he and Thomson now acknowledge 
that Anzus does not require acceptance of 
the visits, and neither now argues that a 
ban would lead necessarily to a break- 
down of Anzus. Nevertheless, both Mul- 
doon and Cooper visited the Texas during 
its stay. 

The Texas visit was disruptive in more 
ways than one. The timing was claimed by 
Lange to have been chosen to heighten 
emotions at the Labour Party conference 
— and by implication, to undermine 
Lange's attempts to produce a policy less 
unacceptable to Washington. Flotillas of 
small craft manned by protestors greeted 
its entry to Auckland and Wellington har- 
bours during its two-week visit. The sea- 
men's union halted inter-island ferry traf- 
fic for the duration of the Wellington visit, 
forcing an emergency air force airlift of 
stranded freight and passengers. 

This level of protest was higher than for 
recent nuclear-ship visits — an added en- 
couragement for a softer government line, 
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ng Labours ranks, however, is not 
rtdin. A conservative Labour back- 
bencher, John Kirk, who is retiring from 
liament at the next election, has spo- 

strongly for nuclear warship visits. 
son of former Labour prime minis- 


y sending a frigate into the French 
testing zone in 1973, was chal- 
| for his party nomination for his 
Sydenham and, facing defeat, with- 
Party president Jim Anderton took 
ce. 

à cutting attack on Anderton, Kirk 
sed him and other executive members 
a "subtle plot" to secure a majority in 
E emn party made up 























yw toe ns party oe when ihe issue 
ises again. But Kirk has mooted the pos- 
lity of turning independent for the re- 
er of his parliamentary term. If he 
with the government or abstained 
nuclear-ban issue, he would give it 
CESSATY majority - — giving Muldoon 
m to manoeuvre on the issue for a 
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y Mohan Ram 
w Delhi: The “Indian factor” prevailed 
t the August 22 elections in Mauritius, 
he small Indian Ocean island 500 miles 
ast of Madagascar. The victory of a 
hree-party alliance led by Aneerood Jug- 
iauth ensures that the island state will 













assuring New Delhi's continued influ- 
ce in Mauritius, where 7095 of the is- 
d’s 1 million people are of Indian ori- 
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China are finally bearing fruit. Chinese of- | 


ficials in Peking recently issued an entry 


visa to a South Korean Government offi- 
cial and the official in question is now in 


China attending a month-long seminar on 


aquaculture technique sponsored by the 
Food "and Agriculture Organisation 
(FAO) of the United Nations. l 
Western diplomatic sources have iden- 
tified the official as Lee Chong Yon from 





“the South Korean National Institute of 


i 
Fishery Promotion, a subordinate body of 
the Ministry of Agriculture and Fishery. | 
Carrying a government passport, Lee was 
admitted to China on August 14, via 
Hongkong, the REVIEW has learned. This 
is the first time Peking has allowed a Seoul 
government representative to enter China 
since the communist government can 
power in 1949, Peking maintains offi cial 
relations with North Korea; while Seoul' S 
official ties are with Taiwan. 

In an apparent effort to spare Chinese 
officials from embarrassment, officials in 
Scoul refuse to acknowledge the South 
Korean's trip to Canton nor will Chinese 
officials confirm it — the secrecy is pre- 
sumably by mutual agreement. Lee is ex- 
pected to leave China on September 10. 








Party and its octogenarian leader, Sir 
Seewoosagur Ramgoolam, who had ruled 
the island since 1968. But in March, the 
37-year-old founder-leader of the MMM, 
Paul Berringer, quit the government in 
which he was serving as finance minister. 
Berringer, who had participated in the 
1968 leftwing student uprising in Paris, 
had been under fire for allegedly selling 
out the country to the World Bank and the 
International Monetary Fund. > 
Berringer' s resignation led to a govern- 
split. but Jugnauth persuaded the 
Socialist Party, led by fellow Hindu 
Harish Boodhoo, to join him in founding 
the Mauritian Socialist Movement. Sir 
ur, all bu ten off politically 
c *old r rivals m 
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e Lee visit is a major deyelojiént i in 
rea's long efforts. to broaden 








“conta s with China. And, significantly, it 


followed by one week the much-publi- 
cised defection by a Chinese air force test 
pilot to South Korea on August 7 
(REVIEW, Aug. 25). South Korea did not 
send back either the pilot or his MiG21, as 
demanded by Peking. It kept the aircraft 
while turning over the pilot, Sun Tienchin, 
to Taiwan in accordance with his wishes. 

The Chinese decision ti lit Lee also 
follows strong protests. filed by South Ko- 
rean Foreign Minister Lee Bum Suk in 
July over Peking’s refusal to issue visas to 
officials seeking to participate in various 
seminars and workshops held in China or. 
under China's auspices by specialised 
agencies of the UN (REVIEW, July 28). Al- 
though neither Seoul nor Pyongyang are 
members of the general assembly, South 
Korea belongs to 15 specialised agencies 
including the FAO and the UN Develop- 
ment Programme. The North also belongs 
to some of these organisations, but whe- 
ther any Pyongyang delegate sat at the 
same seminar as Lee is not known 

In recent months, China has turned 
down visa applications by Seoul officials 
who wanted to attend a geological seminar 
in Shandong and a hydroelectric power 
workshop in Hangzhou. Each time, 









Jugnauth is keen to continue his coun- 
try's close relationship with India, a policy 
welcomed by New Delhi. But the new 
government is likely. to be less strident 
than its predecessor in demanding the re- 
turn of Diego Garcia, which Britain re- 
tained under its control after Mauritius, a 
former British colony, won independence 
in 1968. Diego Garcia is part of the 
Chagos archipelago which is claimed by . 
Mauritius. India, which has strongly op- 
posed a 50-year lease agreement between 
Britain and the United States under which 
the US was permitted to set up its only nu- 
clear base in the Indian Ocean, has sup- 
ported Mauritian demands for the return 
of Diego Garcia. 

The MMM leadership, including Jug- 
nauth, in the past had charged Sir 
Seewoosagur of equivocation and even 
capitulation on the Diego Garcia issue. 
The first Jugnauth government cam- 
paigned hard for the return of Diego Gar- 
cia and even proclaimed Mauritian 


-| sovereignty over the island. But with Sir 
- | Seewoosagur's Labour Party in the al- 
Han ce and with Duval, who is known to be 





West, as deputy prime minister, it is - 


ll be pressed too strongly 






Chinese authorities cited the absence of 
diplomatic relations. 

It is premature to say whether China's 
decision to grant Lee a vi 
marked departure from it oes deis 
attitude. Last month, Peking pointedly re- 
fused to respond to Seoul's call for direct 
negotiations on the return. of the defec- 
tor's MiG21. This was disappointing for 
Seoul after China had agreed to direct 
talks in May over the hijacking of a 
Chinese airliner to South Korea. The 
negotiations at the time of the hijacking 
led to the signing of an agreement be- 
tween the two sides to deal with any simi- 
lar "emergency" in a "spirit of coopera- 
tion,” 

Since the negotiations in Seoul the 
Chinese officials, under mounting pres- 
sure from Pyongyang, have shied away 
from any further official dealings with 
South Korea. Indeed, Chinese Foreign 
Minister Wu Xueqian made an official 
visit to North Korea in June to calm Presi- 
dent Kim Il Sung's fears on this score and 
Wu agreed to allow Kim Jong Il, the North 
Korean president's son, to make an offi- 
cial visit to China. The subsequent unpub- 
licised visit to China by the younger Kim 
amounted to an indirect endorsement by 
Peking of Kim Il Sung's controversial 
plans for what amounts to dynastic succes- 
sion in the North. 

China's refusal to negotiate directly 
over the air force defector underscores its 
reluctance to provoke Pyongyang’s wrath 
by promoting the process of rapproche- 
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Sun: significant follow-up 





ment. One reason is North Korea's undi- 
minished importance within the context of 
Sino-Soviet rivalry. Peking is keenly 
aware of Pyongyang's sensitivity and in 
order to stop it from tilting towards Mos- 
cow has in recent years stepped up mili- 
tary aid to the North. As a result, its deci- 
sion to admit a South Korean official is not 
likely to be followed overnight by other. 
more dramatic shifts in policy. 

Even so, Lee's trip is viewed as a major 
event signifying a gradual trend towards a 
thaw in the relationship. Lee Bum Suk has 
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stay with friends... 









vee 


handled the relationship with skill and dis- - 


cretion and his patient footwork is now 
paying dividends. 

This thaw could be hastened by gestures 
in the economic and cultural fields, China, 
now in the midst of its ambitious moderni- 
sation programme, has expressed keen in- 
terest in South Korea's industrialisation 
model, especially in the building and man- 
aging of the Pohang iron and steel works. 
A few Chinese, it is rumoured, made 
secret inspection trips to the plant during 
the 1970s. 

Similarly, scores of South Koreans with 
United States and other passports have 
quietly entered China over the years On 
business. 

At the official level, the two countries 
face an increasing number of bilateral is- 
sues, apart from hijackings and defee 
tions. For example, there is the question 
of providing shelter to fishermen from 
each country in the Yellow Sea and South 
China Sea. 

The number of Chinese fishermen seek- 
ing shelter at South Korean ports rose to 
1,500 last year, up from about 800 in 1981. 
The problem is that not all of them want to 
return home. "We have to agree on ways 
of dealing with this matter," noted one of- 
ficial. 

China's decision to open its door, at 
least partially, by granting a visa to 4 
South Korean Government official is an 
indication that an agreement on this and 
other subjects of mutual concern may not 








be as far off as once feared. 
4 

Holiday inn Hoteis in: 13 
Bombay L4 Se lombo E- 

eds a al ru 

Karachi * Kuala fh. 

ar Kyoto » » ná | 

Narita « Nankai-Osaka. Ss : 


jji 































































5 ay K. Das 
- Kuala Lumpur: Even Malaysian Prime 
- Minister Datuk Seri Mahathir Mohamad's 
— most severe detractors concede that while 
_ the prime minister appears to be arming 
— himself with near-total power, he has not 
moved to silence his critics. But it is sur- 
__ prising that Mahathir has failed even to re- 
— spond to a well-balanced but highly pro- 
Vocative attack on what is obviously the 
p ministers key domestic- and 
‘foreign-policy line; to look East towards 
Japan as a model in becoming a modern 
industrial nation. At a mid-August semi- 
—nar in Kuala Lumpur speakers criticised 
th policy for its alleged shallowness, 
short-sightedness and foolhardiness. 
— Surprisingly, local newspapers — which 
—often play down criticism of the govern- 
= ment — gave the international seminar 
some prominence. But still there was no 
response from the government, which ig- 
nored the affair. In fact, just a week after 
the seminar, Deputy Prime Minister 
- Datuk Musa Hitam made an official visit 
'to Japan, extolling before and after his six- 
day visit the virtues of the Japanese sys- 
tem. Even the newspapers did not re- 
spond with the sort of euphoria they might 
have a year earlier, when the New Straits 
Times said in an editorial: “Only 
Anglophiles are likely to be flabbergasted 
[by the look-to-Japan policy]. But even 
they should know that the days of the 
[British] colonial strait-jacket are over. 
‘Their bias has been inherited from 
"another era under Pax Brittanica.” 
— A seminar participant, Johan 
" Saravanamuttu, in an essay included in a 
— collection called The Sun Also Sets, com- 
mented wryly: “Presumably, we are now 
‘in the era of Pax Japonica.” Many par- 
_ ticipants, including Japanese academics, 
“expressed their misgiving about 
- Malaysia's Look-East policy, saying that it 
- played into the hands of an alleged revival 
of Japanese militarism and expansionism. 
— - Saravanamuttu, a lecturer in political 
Science at Universiti. Sains Malaysia, 
Penang, said: "Japanese expansionism 
has deep historical roots harking back to 
- the pre-World War II quest for a Greater 
- East Asia Co-Prosperity Sphere . . . Para- 
- doxically, Japan's aid to Southeast Asia by 
“Way of war reparations provided the vehi- 
€le for Japanese economic expansion in 
the 1950s and the 1960s.” 
_ The director of the Pacific-Asia Re- 
- sources Centre of Tokyo, Muto Ichiyo, 
told the seminar that Japan had given 
-. US$4 billion in aid to South Korea and 
. US$800,000 to Asean countries since 
— Yasuhiro Nakasone became prime minis- 
ter in November last year. The aid, he 
said, was given to get these countries to 
= support Japan's rearmament. He argued 





P he government apparently is ignoring attacks on its policy 
_ of looking to Japan as a model for industrial modernisation 


that Nakasone, "a chauvinistic nation- 
alist," was taking his cue from the United 
States, trying to orchestrate a "Pacific re- 
sponse" to the Soviet threat and preparing 
the ground. for a showdown between 
North and South Korea. Rearming Japan, 
he claimed, had nothing to do with the 
country's security. It was only to ensure 
continued US backing for Japan's 
economic growth, 

A University of Malaya economist, 
Khong Kim Hoong, told the seminar that 
Malaysia, like its Asean partners, already 
has a dependent relationship with Japan. 
Malaysia’s exports to Japan in 1980 
amounted to M$6.43 billion (US$2.74 bil- 
lion) and imports to M$5.3 billion. The 
comparable figures for Malaysia's second 
most important trading partner, the US, 
were M$4.6 billion and M$3.53 billion. 
British-Malaysian trade has slipped so 
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Nakasone: economic imperialism. 


badly since Malaysian independence in 
1957 that total trade between the coun- 
tries in 1980 was only a little more than 
M$2 billion, Khong said. 

With the mood set by these papers, 
seminar participants examined in detail 
the value of Japan as a model for industrial 
modernisation and found it wanting in 
many respects. 


oO” paper on Japanese labour relations 
argued that the Malaysian experience: 
with Japanese companies was disappoint- 
ing. An Australian sociologist from 
Monash University, Wendy Smith, in her 
case study of a Japanese factory in 
Malaysia found: “Most striking by their 
absence from the labour contract are the 
comprehensive benefits received by Ja- 


panese workers in Japan, such as free: 
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sia there is no need to bind workers to the - 


^| company with a display of paternalism 


_, . What benefits Malaysian workers re- 
ceive to subsidise their basic wages are 
provided mainly within the context of gov- 
ernment labour legislation.” 

Smith also found that Japanese mana- 
gers were not inclined to get to know the 
locals and lived in their own world, de- 
pending instead on local personnel mana- 
gers. But even so, “the [Malay] personnel 
manager [in the factory studied] appears 
very lazy to the Japanese because he in- 
sists on leaving the office at 4:30 p.m. 
every day. They showed their lack of ap- 
preciation of his conduct by giving him a 
slightly lower bonus than to the Chinese 
managers, his contemporaries. However, 
it is largely due to his efforts after hours 
that the labour relations in the factory run 
smoothly." 

The personnel manager in the study, 
she said, is a personal friend of the Malay 
union secretary. Even though his status 
and his salary are now much higher, he 
takes pains to maintain the relationship. 
But the Japanese do not recognise this 
role and give him no credit for his efforts. 
He also makes personal loans to workers, 
which are often unrecoverable. “The exis- 
tence of such informal patron-client type 
links is not perceived by the Japanese, and 
they are more impressed by the behaviour 
of the Chinese manager, who always stays 
late at work and is seen to be constantly 
busy on the job," she added. 

The questioning of the value and the 
need to look to Japan as a model for indus- 
trial modernisation was summarised by 
Chandra Muzzafar, a well known Malay- 
sian reformist. Muzzafar, who resigned 
his post as an academic recently to devote 
all his time to the reform movement Ali- 
ran, said that apart from the fact that there 
were many unique historical, economic 
and sociological factors in Japan's indus- 
trial success, there were stages of growth 
in European and American capitalism 
that cannot simply be repeated. 

He said: “Even if it were possible, 
should we emulate Japan? Japan is in es- 
sence a huge economic machine obsessed 
with growth. with the conquest of mar- 
kets. Its astounding success as a producer 
and distributor . . . has blinded us . . . The 
economy, for all its dynamism, is domi- 
nated by powerful companies and their 
elites. Social disparities are significant: 
28.7% of Japanese houses consist of less 
than two rooms; there are only 17 water- 
supply units per 100 households, food 
prices are exorbitant...” 

He went on to ask: "How can we choose 
as a model . . . a nation whose economic 
imperialism is an established truth? In 
trade, investments, technology transfers 
and aid, Japan's exploitative tendencies 
are quite apparent. This is . . . the saddest 
aspect of the whole Look-East policy. For 
it legitimises — even if unwittingly — 
Japan's overwhelming economic power 
vis-à-vis Malaysia. It lends credence to its 
economic imperialism.” - fa 
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FAR EASTERN OPERATIONS 
Singapore : MERLIN GERIN Far East Pte Ltd 
Sydney MERLIN GERIN Auxtralia Pty Ltd 
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Merlin Gerin, one 
of Europe's 
leading switchgear 
manufacturers, 
designs and builds 
switchboards and 
complete 
installations for 
monitoring and 
distributing 
electrical power 
all over the world. 
Merlin Gerin is 
involved from the 
power plants to 
private housing 
and through 
industrial and 
commercial 
market sectors. 
15 000 employees 
work towards 
mastering 
electrical power. 


Information Dept 
38050 Grenoble Cedex 
France 
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They say that the world’s getting smaller. With 5,300 branches across 84 countries 
But for those who are doing business abroad, world-wide, that cover just about every financial 
the barriers seem to get bigger all the time. and commercial centre you're likely to trade in. 
Trade regulations. Culture gaps. Currency BOTHSIDES OF THE FENCE. 
problems. Language difficulties. The list goes Theextent of Barclays' world-wide network 
on and on. means that there's a branch not far from your 
At Barclays Bank, we believe that there's only own offices. 
one way to deal with these problems: on the spot. So your business is handled by Barclays 
Which is why Barclays offers you the services people in your own country speaking directly 
of an unrivalled international banking network. to Barclays people overseas -giving you both 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN: AUSTRALI/ 





faster, more efficient communications and a more 
relevant and responsive service. 

In fact, no bank can do more to point out 
foreign market opportunities, arrange local 
introductions for you and help you through local 
regulations and procedures. 

THE RESOURCES YOU NEED. 

When it comes to financial 
resources too, total assets of US 
$95 billion (as at 31 Dec.1982) put 
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Barclays amongst the world’s very largest banks. 
So that no matter how large or complex the project 
you may have in mind, Barclays has the resources — 
both financial and geographical - to help you. 

Talk to Barclays about your foreign business, 
and you'll discover a bank that's uniquely placed 
to meet your company's needs. And, next time you 
face a barrier to your foreign 
trade,a bank that can help you 
make a breakthrough. 


HINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU 







































Every day you have to make far- 


reaching decisions. True, that's not an 


-— easy task. We know that quite well. . 
. So it's our wish to lend you a helping 
hand in doing so. 
We, that's Coutinho, Caro & Co. 
In short: CCC. This stands fora group 
. ofcompanies acting on a world-wide 
basis. 
Listing up now all our achievements 
^— would require too much space. And 
-. above all, it would claim too much of 
|. your time. We only want to point out 
.that ina lot of countries throughout 
the world we have already helped 
== succesfully in the field of industrial 
< plant construction. 
8 Successfully, that means that over 
< the last two and a half decades we 





Ni: less is at stake than 
the future of your country. 


have engineered, built and handed 
over turnkey more than a hundred 
major projects. For doing this, one 
needs a great deal of experience which 





cannot be substituted by anything 


else, as we all know quite well. 

You see, helping does not only 
mean to us the delivery of equipment 
and machinery. That's what we do 
as well. No, what we understand by 
helping is establishing an uninter- 
rupted line of management and engi- 
neering services, known as the CCC 
Project Management. That is: develop- 
ing economic analyses, arranging 
the necessary financing, providing 
project consultancy and taking charge 
of project completion. This includes: 
engineering services, providing 
of supplies and services, shipment 
erection and civil construction, 


| Selection of projects experience. 
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Products Ltd., 
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Ask the man, who runs one! 
| Breweries Cocoa Products — Okpella/Bendel State 20.000 tons/year 100.000 tons/year j 
| Nigeria Factory 430.000 tons/year Thailand South Korea | | 
| Golden Guinea Nigeria. Indonesia Bangkok Glass Donghae Pulp i| 
| Breweries Ltd. He Oluji Cocoa —. PT Semen Tonasa Industry Lid., Company Lid. i| 
| Umushia/Imo State Processing Co. Lid.  Pangkep/ East Java Bangkok Onsan | 
| 600.000 hl/year He Qiuii/Ondo State 510.000 tons/year 45.000 tons/year 90.000 tons/year — || 
| 30.000 tons/vear us i 
Sugar Ware- Container Pulp and i 
house and Jetty Ceramic Plants Glass Factories Paper Mills 1 
Construction Pakistan Nigeria Indonesia il 
Iraq Swat Ceramics West African Glass — P. N. Letjes 
| State Organisation Co. Ltd. Factory Lid., Probolinggo/ : 
| forFoodindustries — Shaidu/ NWFP Port Harcourt/ East Java | 
| Um Qasr 220.000 m*/ year Rivers State 
| 100.000 tons c tPlant 75,000 tons/year 
| Storage Capacity eid ants Zambia 
| Okpella Cement Kapiri Glass 





after-sales service, management 
advisory functions and manpower 
training. 

We think that in the end we owe 


our success to the large experience we 
have gained due to our international 
. business relations which have lasted 


over many decades now. In 1895 
our company was established in 
Hamburg. But we're also at home 
abroad, During the long course of our 
company's history we have come to 
know very thoroughly a lot of coun- 
tries all over the world, thus obtaining 
an inside view of their internal 
structures, needs and possibilities. 
We consider this as one ofthe 
most essential preconditions for 
safeguarding that the planning and 
execution of our projects is always in 
accordance with the interests of the 
particular country. Perhaps some day 
it will be the interests of your country 
that we have to consider. 


We thank vou for your attention, 
Your Excellency. 









Coutinho, Caro & Co. KGaA 
Steindamm 80 
D-2000 Hamburg | 
Telephone 040/286 11 - Telex 2114 I20ccd 
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We tried to show you 
the whole MF range, but the pa; 
wasn't big — 








Our attempt proves one thing conclusively: the best place Asa far mer or project mi anage ir you Will find an MF 
to see MF tractors isn t here, it s on the gre und, on farms all to suit your farming needs. We at MF now ihe wide var 
over the world challenges you face in the field every d. ay because weh 

We re not just content with being the world s No. 1 worked side b y side with farmers in different crops anc 
tractor maker. We are constantly exp andin ig and improving climates. And liN VIF tractors are backed by the most ext 
our products, so that it today M Aassey-Ferguson can otter and e xperienced distribution 

Ihe popular MF 200 Series fr from 47 to 92hp, now even network in the world 
better with higher spe cifications including a Ün and new gear- So if you can't see 
box and new fot ir wheel drive mi dels across the range your next tractor on this page, 

The powerl || MF 2000 Series, 6 models with two and try your local MF Distributor 
four wheel dive from 117 te 158hp, designed for high daily — he can do even more 
output with minimum downtime justice to the MF 200, 2000 Massey Fergus 

The massive MF 4000 Series from 225 to 375hp. All and 4000 Series tractors 


articulated with equal four wheel drive, perfect for very large 
farms or estates Massey Ferguson (UK) Limited, Banner Lane, Coventry CV4 9t 


The Peninsula, Hong Kong The Manila Peninsula | The Bangkok Peninsula 


ee : | m - y s The Peninsula Group is the 
Fulfilling the promise of the Orient, oist ma mos cxsbisbed hora 
group in the Orient. Behind it 
‘for OVET One hundred years. stands a hundred year heritage of 
dedicated service to business and pleasure travellers. 
We understand why you come to the Orient. And whether you 


travel to Manila, Singapore, Bangkok, Hong Kong or Beijing, we 
know how to make y your zd aee | [he P ninsul. M oup 
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search, Japanese electro 
age. In a 30-year dash tot 
this world industry. Jap 
from a borrower and imita 
technology to a net expo 
grown know-how. This high-technology 
metamorphosis has give oa spate of 
books that glorify the Japanese economic 
model and raise Japanese: 'ements to 
almost mythical propo Wa 

It is refreshing, the 
Kikuchi's Japanese E 
hat plucks this high-fl 
from the firmament and sets it squarelv 
down to earth. Kikuchi, a Japanese 
pioneer in semiconductor physics, traces 
the development of Japanese electronics 
from solid-state transistors to thumbnail- 
sized microchips. True to its title, this 
. book gives a worm' 's-eye view of Japan's 
-high-technology revolution. Kikuchi 

© draws his reader down a long, looping 

path littered with anecdotes and observa- 
tions gleaned from 35 years of electronics 
reseürch. 

The book opens on the scene of early 
=- post-war Japan, a country that bears little 
resemblance to that modern powerhouse 
known as Japan Inc. Atthe government's 
newly formed Electrotechnical Labora- 


ductor re- 
s come of 
nt ranks of 
as evolved 
of foreign 
r of home- 
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tory, 
are working to replicate thé United States 
invention of the transistor. 

But they face some formidable obsta- 
cles. Their lab equipment is primitive and 
jerry-rigged. Their technical literature is 
scant. And the government bureaucracy is 
still ruled by the spirit of feudalism — so 
much so that Kikuchi is required to specify 
the number of teeth on a handsaw ordered 
through official channels. From these in- 
auspicious beginnings, a pattern gradually 
took shape: Japan picked up its cues from 
the research laboratories of the West, im- 
proving on existing applications, gearing 
up for low-cost mass production and then 
blitzing world markets. 

Kikuchi is generous in his praise of the 





US scientists and corporations that gam- | 


bled for the uncertain rewards of basic re- 
search in electronics. The author is, how- 


ever, no apologist for the Japanese pen- 


chant for absorbing. foreign. know-how 


and capitalising onits application. Only by 


passing through the copy-cat phase, 
Kikuchi concludes, can a nation begin to 
stake a claim in high-technology electro- 
nics. Having outgrown that stage, Japan 
now faces a new challenge — proving that 


it is capable not only of imitation but ofin- - 


novation, 

How did the makers of Japanese elec- 
tronics come so far so fast? On this sub- 
ject, Kikuchi’s book serves up few sur- 
prises. He cites such factors as high stan- 
dards of education, agroup-onented work 
ethic, competitive spurs and adaptability. 


FICTION 


The life and times of an outsider 


Musashi by Eiji Yoshikawa. Kodansha 
International, Tokyo. Y4, 900 (US$20). 





IN his foreword to this first’ Einplish ver- 
sion of Yoshikawa’s famous story, Edwin 
O. Reischauer says that it gives “a view 
« into the idealised self-image of the con- 

temporary Japanese.” One can agree with 
| Reischauer that the work gives some idea 

of the values and emotions the Japanese 


would like to believe motivate them both | 


as individuals and as a society. 
However, like any other national, 
popular best-seller, Musashi can only be 


ciety in which it was produced. Anyone 
that it will explain Japan and the Japanese 


is making a mistake. But, at the very least, 
Yoshikawa throws some light on why the 


said to provide a partial picture of the so- | 


“who ploughs through the book in the hope 


Japanese like samurai drama on TV and 
| sider. He fought against the Tokugawas at 


even in comics, both of which are likely to 
bi the first puzzling exposure td popu 





lar 


cülture the visitor to Japan will receive. 
Musashi is set at the beginning of the- 
17th century during the early years of the 


Tokugawa shogunate — a time when 
Japan's new rulers were still trying to con- 
solidate and define the power they had 


won at the battle of Sekigahara in 1600... 





It was a time of intrigue, uncertainty 
and transition in which men of unfixed 
loyalties flourished, and though this is not 
apparent from the book, it was really the 
last fling of the samurai before they settled 
down in their exclusive quarters in the 
various castle towns to become bureauc- 
rats and the principal conduits for enforc- 
ing the rigid neo-Contucian values which 
became the hallmark of Tokugawa rule. 

Miyàmoto Musashi (1584-1645) was a 
historical person, the son of a samurai who 
either died or abandoned his family. and 
therefore considered something of an out- 


| Sekigahar Surviving the abord mopping 
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Consider the most 
of that partnership. In 
gramme launched in 1976, t 
International Trade and Indt 
supplied the strategic. plani 
US$350 million for multi-comp 
search on very large-scale integr 
cuits. The payoff was substantial 
ese producers seized a two-thirds 
the world market for 64K rándoi 
memory chips. - * 

But, as Kikuchi points out 
price to be paid. for such gair 
competitors were soon lev 'elling: } 
unfair trade practices against Miti 
trated projects that target product ? 
world markets. Although Kikuchi 
d feeble. efforts to refute th : 
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panies, a coherent industrial pol 
clearly served as a catalyst for | 
accordance with Miti's master p 
has begun a shift of econ 
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ledge-intensive industries. V 
cal researcher writes about: 
research, his work is likely to 
in thickets of technical Jargon. 
Kikuchi's book, which is a tri 
from Japanese. The author has 
breezy prose and serviceable g 
unravel the complexities: of. 
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up which followed, and then 
self to studying the way of the 
tilling his life-long experience 
treatise called Go. Rin no Sho (A Bo 
Five Rings). ies | 
Yoshikawa concentrates on! 
life from Sekigahara to 1612. He inc 
some of the established events in th 
Musashi's life but embellishes fre 
plot is incredibly. complic: ated, evel 
somewhat abridged version of the J 
ese ly it is a Japanese Pi 
Por 
The book is interspersed with a ‘st 
sion of humorous incidents, funny b 
standards, which provide much-n 
relief to the more priggish aspirati 
Musashi. On the whole, it is entertai 
despite its obvious didacticism which t 
in into a hymn to Confucian value 
surprisingly, perhaps, considering it 
written between 1935 and 1939. — 
And, though it is not the sort oft 





























cover at one sitting, it makes Bn 
sional bedtime reading, 
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3 south ie meteoric Myongsong empire comes crashing to earth 





2. By Shim Jae Hoon 


Se 


4 ü | 


‘of tax evasion and embezzlement. 
— Yoon Ja Jung, the president of the Korea 
Trade Promotion Corp.. 


pul: The latest kerb-market scandal 
left the chairman of the Myongsong 
“group, Kim Chol Ho, and a banker asso- 
iate, Kim Tong Gyom, in jail on charges 
And 


a former trans- 
ort minister, has been accused of accept- 
g bribes from the Myongsong group 


t P while | in government office. Yoon was ar- 


rested along with officials of the National 
— Housing Corp. and the Ministry of Trans- 
- port, as well as certain dealers on the scan- 


E. - dal-ridden kerb money market, the coun- 


b. 


try’s underground lending system. The 
total number of arrests made in connec- 


< . tion with the affair stood at 16 asof August 


"E 


Even by the dizzying standard of the 
TOM and fall of business empires here, the 
— growth of the Myongsong (meaning bright 
= Star) group has been phenomenal. In just 
— four-and-a-half years, Kim Chol Ho rose 
from obscurity to become unchallenged 
leader of the country's nascent tourism 


- and leisure industry. 


-— 


In the summer of 1978. Kim. now 45, 


—— was a small-time apartment-builder. His 


hier 


A 


ital in five companies ran to Won 82 
million (US$105,000) with reported net 
Ee: that year of just Won 38 million for 
— all of his companies. 
By 1982, however, Kim's ventures had 
_ grown into à veritable zaibatsu (Japanese- 
style conglomerate) controlling 20 sub- 
sidiaries with combined net sales of Won 


E. 25.5 billion and group paid-up capital run- 


n.o 


UR 


ning to Won 6 billion. But by virtue of 


B. losses in his multifarious busi- 
_hesses, stretching back over a period of 


- time, Kim paid corporate tax that year of 
- only Won 167 million. 


= Kim began attracting public attention in 


- the summer of 1979, in the depth of South 
_ Korea's recession, when he suddenly, and 
En out of nowhere, took over a 36- 


hole golf course at an initial investment of 


Won 2 billion. The takeover was seen as a 


E. major venture since golf is a highly lucra- 


í 


| r 


ar 
Á 


Ex 


tive business in South Korea. (The 
number of golf-course licences and au- 


- thorisations are tightly controlled by the 


government.) Leading business figures, 
wever, were even more surprised when 
E Ein. without borrowing from any bank, 


a raised another Won 3 billion to complete 


EM ^ 


! ¥ 


the unfinished golf course. 

Since then, it has been a ceaseless up- 
ward path for the little-known busi- 
‘nessman. His announcement that he 
would build the world’s first seabed hotel, 
rising 55 storeys above the sea and going 
seven storeys under the water, amazed 


everyone. He said he would also build a 
gigantic plaza of 330,000 sq. ms to “hon- 
our the nation.” As if that were not 
enough, he spoke of constructing a moun- 
tain-top church capable of accommodat- 
ing tens of thousands of worshippers. 
None of these grandiose projects got off 
the ground, but Kim has at least lived up 
to his big-scale ambitions by undertaking a 
string of resort condominium develop- 
ments in some of South Korea's best- 
known tourist areas. By early this year, 
Myongsong boasted five condominium 
chains with more than 1,500 rooms, two 
golf courses, a folk village-cum-resort 
complex at the east-coast city of Sokcho 
and a dozen choice pieces of land at lead- 
ing scenic spots around the country. The 
Otfice of National Tax Administration 
(Onta), which investigated Kim's empire, 
estimated the group's total assets at a 
minimum of Won 117 billion. The Onta 
investigation was apparently initiated by 
certain authorities within the Blue House 
(official residence of the president) as a re- 
sult of Kim Chol Ho's strongly rumoured 
connections with the family of President 
Chun Doo Hwan rather than as a result of 
financial problems within Myongsong. 
Where did Kim obtain the funds to ex- 
pand so quickly and so dramatically? 
There were rumours that he was backed 
by the cash-heavy Unification Church of 
Sun Myung Moon and that he was sup- 
ported by politically powerful figures in 





Gutter side of the kerb 


the government including, as many of the 
rumours have alleged, Chun's father-in- 
law, retired general Lee Kyu Dong. 

A 40-page report released by Onta 
on August 17 said that Kim, with the aid of 
a banker friend, raised all of his business 
funds from the kerb market. On publica- 
tion of the Onta report, the matter passed 
into the hands of the Seoul District Pro- 
secutor's. Office and both Kim Chol Ho 
and Kim Tong Gyom were charged with 
embezzlement of bank funds. Kim Chol 
Ho was also charged with tax evasion. The 
government put the total of Kim's kerb- 
market loans over the past 51 months of 
his spectacular expansion at Won 106 bil- 
lion. Of this sum, Kim actually took only 
Won 51.2 billion in principal, with the rest 
being paid out as high interest on the 
loans, ranging from 25-32% a year. 


he revelation was stunning, as it fol- 

lowed another gigantic kerb-market 
scandal only a year ago. Chang Yong Ja, a 
major figure in Seoul's street banking sys- 
tem, was jailed last year for circulating 
hundreds of millions of dollars-worth of 
promissory notes she took as collateral 
from her borrowers and sold on the finan- 
cial market. The scandal led two major 
corporations to bankruptcy and to the jail- 
ing of 15 people including two bank presi- 
dents (REVIEW, May 21, '82). This scan- 
dal, which spurred a series of official 
financial-market reforms, was also linked 


A bright star falls 


A businessman's dream of a chain of space-age 
condominiums and recreation centres takes a hard blow 


By A Correspondent 

Seoul: Descending from the jagged, 
wilderness peaks of Mt Sorak near South 
Korea's east coast and into a wide valley 
near the bustling port city of Sokcho, the 
unwary visitor may think he is seeing a 
mirage. A massive, ivory-white complex 
of structures unfolds like a storybook city. 
This is the Myongsong group's Sorak lei- 
sure town, one of the group's five gigantic 
complexes of condominiums and recrea- 
uon facilities either partially open or 
under construction. 

The main structure is actually a string of 
nine, four-storey buildings containing 770 
condominiums. "From building A to 
building I is 500 ms," said Myongsong 


Sorak Condominium Co. director Lee 
Nam Chul, overlooking the complex from 
a balcony. “That makes it the longest 
lasanle in the Orient." 

In addition to this structure, another 
half-km.-long, 770-unit condominium 
complex — ivory white like its twin — is 
under construction, as is a 10-storey hotel. 
Off in the distance is a nearly completed 

"folk village," an amusement park com- 


plete with roller coaster, a tastefully land- 
scaped artificial lake, an 18-hole golf 
course and other leisure facilities. 

All the work will be completed by Oc- 
tober |, Lee said. Construction at the site 
has, however, come to a halt. Employees 








to the family of Chun's wife, Her uncle 
was among those jailed on charges of tak- 
ing bribes. 

The Onta report@pamed Kim Tong 
Gyom, an assistant manager at one of the 
Commercial Bank of Korea’s (CBK) 
branch offices in Seoul. (CBK is one of the 
big five banks whose ownership has re- 
cently been part privatised out of total 
government ownership.) Kim raised 
money through three major kerb-market 
brokers who in turn solicited 1,322 loans 
from individual lenders. These lenders de- 
posited their money at the CBK branch as 
legitimate deposits, but in order to be able 
to issue passbooks to creditors, only a 
small portion of their loans were placed on 
bank ledgers — the rest went to Kim Chol 
Ho. Thus their full amounts were never 
recorded in the branch office's computer 
system. Each lender received a passbook 
written by hand from Kim Tong Gyom 

Exactly how much commission the 
bank’s assistant manager took for himself 
is not clear, but most of his loans to the 
Myongsong group chairman were secured 
by company cheques to the total value of 
Won 112.1 billion. Other collateral took 
the form of ownership certificates over 11 
million sq. ms of land, and Myongsong 
stock worth Won 1.6 billion. (Kim Tong 
Gyom's wife sat on the board of directors 
of two of Myongsong’s companies. ) 

If the deposits of kerb lenders were in 
jeopardy, Kim Tong Gyom was not. By 
holding à large sum of this collateral, he 
virtually owned the Myongsong group 
The 38-year-old banker boasted that he 
was the “real” chairman, according to the 
Onta report. 

If the case provided à new insight into 
the complex operation of South Korea's 
vast underground money market, the gov- 
ernment report fell short of telling the 


reportedly have waited a month for their 
pay-cheques. The construction firm doing 
the work has sued Myongsong for Won 12 
billion (US$154 million) in unpaid bills. 
The aftermath of the Myongsong scan- 
dal has disrupted far more than construc- 
tion schedules. The fallout from the gov- 
ernment's massive investigation into and 
harsh reaction to the alleged fraud quickly 
singed many sectors of the economy. The 
nation's infant and capital-short tourism 
industry was dealt a major setback. Ac- 
tivity on the kerb market, an essential 
source of capital for firms which cannot 
get loans because of tight government 
monetary policies, nearly ground to à halt 
soon after news of the investigation broke. 


undreds of depositors rushed to a 

branch of the Commercial Bank of Ko- 
rea to see whether their savings were safe. 
Others wondered whether they could trust 
any bank. The thousands of South Ko- 
reans who owned or were members of 
Myongsong's condominiums must now 
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whole story. For instance, how could a 
middle-level bank manager handle so 
much money over the counter and avoid 
being detected by his superiors? Kim 
Tong Gyom, the tax authorities said, 
avoided detection by promptly paying in- 
terest (interest was always pre-paid) and 
principal on demand. He sometimes ro- 
tated the various accounts to shift funds 
whenever necessary. 


he banker himself was a mystery man 
He stayed at his job for five years, or 
three years beyond the term laid down by 
the bank's mandatory rotation system. 
How he managed to stay on has not been 
explained though it has been suggested he 


anxiously wait to find out whether they 
have lost their investments. 

Mvongsong translates into bright star, 
an apt name for a conglomerate whose 
fortunes skvrocketed a few short years 
after it started operations. Group chair- 
man Kim Chol Ho's ambitions had be- 
come legendary. His grandest vision is the 
Olympic leisure town under construction 
at Yangpyong, one of the country's most 
scenic areas. The US$500 million complex 
has one 500-unit condominium building 
and another 4,500 units on the drawing 
board. When completed, it will have a na- 
tional museum, a zoo and botanical gar- 
den, a 16-course ski resort, a 300-room 
hotel, a giant amusement park and a huge 
medical centre. Other smaller-scale lei- 
sure towns are being built in Yongin south 
of Seoul, on Mt Chiri and at an east-coast 
hot springs. Kim hoped to have 10 of them 
by 1991. 

Kim's plans were so grandiose they had 
an air of unreality from the start. But for 
thousands of South Korean families the 


Kim Tong Gyom; Kim Chol Ho: a sudden rise, a sudden fall 


may have had a strong political patron. 
Even more embarrassing, from the gov- 
ernment's viewpoint, was Kim Chol Ho's 
own background. In 1978 — again accord- 
ing to the tax-administration report — he 
was sued on charges stemming from fail- 
ure to settle a Won 20 million debt; two 
years later, he had surfaced as a major fig- 
ure with political and business links. 
Stories about Kim Chol Ho's connec- 
tions with Chun's family have never been 
solidly established, but there are indica- 
tions that he dropped some powerful 
names to expand his business. Between 
February 1981 and May 1982, Kim was 
one of 2,000 members of the central come 
mittee of Chun's Democratic Justice 





thought of having an affordable yet mod- 
ern apartment for 28 days a year in the 
mountains — surrounded by superb re- 
creation facilities — sounded like a dream 
come true. 

Most of the condominiums were sold 
well in advance under a membership ar- 
rangement. For Won 8 million each, 10 
families could each use the apartment, 
complete with kitchen, for 28 days a year. 
The rest of the time, the units could be 
rented out for Won 30-40,000 a night. 

The initial shock over recent events was 
soon replaced by resentment towards the 
government by many in the tourism indus- 
try. The government could have sued 
Myongsong for unpaid taxes, some said, 
but it did not have to devastate the group. 
The government has been pushing hard to 
get investors to develop the country's 
many scenic yet virgin areas with tourism 
potential in time for the 1986. Asian 
Games and 1988 Olympics, but has made 
it extremely difficult to borrow money 
legitimately 
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Party. A party spokesman said Kim as- 
sumed the post after making a Won 5 mil- 
lion donation. Between April and Oc- 
tober 1982, he served as chairman of the 
Chamber of Commerce and Industry of 
his native city of Chonju. His sudden 
propulsion to these public posts surprised 
many Chonju citizens. Equally enigmati- 
cally, he was retired from both the party 
and Chamber of Commerce positions be- 
fore the legally set term. 

Rumours linking Kim to the presiden- 
tial family surged in December 1981 when 
Kim appeared at a party given for the Na- 
tional Association of Elderly Citizens in 
Seoul, whose chairman is Chun's father- 
in-law. Officials later said Kim appeared 
there to make a donation worth Won 200 
million to the association. Such cir- 
cumstantial evidence could have fuelled 
the rumours concerning his connections. 
"There are indications that he may have 
peddled influence by dropping names, but 
we have found no evidence whatsoever 
linking Kim to political figures," said Na- 
tional Tax Administrator Ahn Moo Hyuk 
at a news conference on the Onta report. 

His clarification has not completely 
lifted the clouds from 
the Myongsong mys- 
tery, and the govern- 
ment itself was partly 
blamed for persistent 
rumours. For exam- 
ple, the latest inquiry 
at Myongsong was 
the second such tax 
investigation of the 
controversial busi- 
ness group in two 
years. The first probe 
in May 1982 resulted 
in a demand for Won 
1.7 billion in "puni- 
live" taxes on kerb- 
market profits. On 
that occasion, Kim 
Chol Ho was charged 
with tax evasion 
amounting to Won 
11.21 billion. The 
charges included in- 
flating construction costs, failure to report 
capital transfers from Kim to his wife and 
brother, under-reporting of the amount of 
condominium sales and returning com- 
pany assets as liabilities. 


W ith Kim and his banker associate in jail 
at present, management of the group’s 
20 subsidiaries — ranging from foodstuff 
processing, a weekly religious newspaper 
(Kim Chol Ho is a Presbyterian), resort- 
complex construction and golf courses to 
electronic-watch manufacturing and a 
dairy farm — have all been placed under a 
consortium of four banks. These banks 
have together lent Won 2.2 billion, a sur- 
prisingly small sum. The group will even- 
tually be placed under court receivership, 
Finance Minister Kang Kyong Shik said, 
until claims are settled by the courts. 

The prolonged investigation, however, 
has brought the country's underground 
network of street banking to a halt once 
again at a time when the government is en- 


forcing a strict credit squeeze. After the 
Myongsong uproar, with hundreds of kerb 
lenders wondering what will happen to 
their money, even companies with the 
best credit rating have had difficulty bor- 
rowing. The effect this time seems much 
more severe than that of the Chang scan- 
dal. With companies desperate for cash, 
kerb-market interest rates have gone up to 
30% a year as against 10% at the banks. 

The public's confidence in institutional 
banking has been badly shaken. Deposit 
rates at commercial banks are dropping in 
the wake of the Myongsong scandal. As 
most kerb loans mature in three months, 
the CBK faced the choice of honouring 
depositors' passbooks or accept severe 
damage to its prestige and reputation. The 
total of kerb loans handled by Kim Tong 
Gyom equalled the bank's paid-in capital 
of Won 110 billion. 

The CBK will not honour passbooks in 
which the amount does not match the fig- 
ure on the bank's ledgers, Kang said at a 
separate news conference, and there were 





1,730 such accounts of which only 986 | 


have been identified by depositors' real 
names. The rest had been deposited under 


Investigators sort through Myongsong documents: confidence is shaken. 





pseudonyms, which is possible in South 
Korea. The kerb lenders, who included a 
woman said to be the wife of a retired 
bank president, tried to conceal their 
identity for fear of provoking investiga- 
tion. The various lenders will now have to 
wait until the courts prove that amounts 
specified in their (handwritten) passbooks 
correspond with amounts they claim to 
have deposited. 

The office of Banking Supervision is 
now sorting out the mess created by the 
Myongsong affair while the public pro- 
secutor has taken over the case from the 
tax authorities. 

But the scandal has undoubtedly de- 
livered another serious blow to the image 
of the Chun administration, whose 
foremost commitment has been the 
"eradication of corruption." One measure 
of public cynicism about the affair is the 
administration's apparent lack of interest 
in the coming parliamentary debate on the 
scandal. 


ECONOMIC RELATIONS 


Easing into 
the 1980s 


The Trilateral Commission 
urges trade liberalisation 
to aid development 


By Richard Nations 

Washington: The emergence of trade 
liberalisation as the central issue in the 
North-South dialogue for the 1980s gained 
a boost from the Trilateral Commission in 
its recently published prescriptions for 
industrial-country policies towards the 
Third World. The 126-page report pro- 
vides another signal of the shift in public 
opinion among the world's rich countries 
— the Trilateral Commission is composed 
of 43 prominent personalities in. North 
America, Western Europe and Japan — 
away from the theme of global economic 
reform which dominated the development 
debate in the 1970s. 

The report, entitled Facilitating Deve- 
lopment in a Changing Third World — 
Trade, Finance and Aid, is co-authored by 
three figures who loomed large at an ear- 
lier stage in the development process — 
former World Bank president Robert 
McNamara, founding president of the 
Asian Development Bank Takeshi 
Watanabe and director of the Organisa- 
tion for Economic Cooperation and Deve- 
lopment's Intefutures project, Jacques 
Lesourne. 

Their reappraisal suggests that develop- 
ment policies in the 1980s must conform to 
both the growing stratification within the 
Third World itself and the mood of auster- 
ity and disenchantment which is likely to 
endure in the industrialised countries even 
after the world economy recovers. As 
such, the report adds to the consensus 
over development policy which is emerg- 
ing from the strident debate that broke 
out between liberals and conservatives in 
the United States in the late 1970s. 

"Clearly, the first order of business is to 
get the world economy moving again at a 
satisfactory rate while avoiding the in- 
flationary excesses of the 1970s," the re- 
port says. Beyond that, however, if the 
liberal trading system — which has served 
the cause of development so faithfully — 
is to survive, it must be broadened by 
bringing the middle-income and newly in- 
dustrialised countries (NICs) as fully re- 
sponsible members into the General 
Agreement on Tariffs and Trade. 

The statement suggests support for 
some of the industrialised nations' policy 
of "trade graduation" (withdrawal of con- 
cessions to certain less-developed coun- 
tries, or LDCs, whose economic condi- 
tions are elevated) which many LDCs ar- 
dently oppose. “We have a trading system 
today in which the Gatt rules apply to one 
group of about 20 OECD countries, while 
all others, regardless of their stage or rate 
of development, are substantially and in- 
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ucnmuer ree rom international. con- 
straints,” the report says. The commission 
advocates reduction of the NICs' import 
barriers and export subsidies as the world 
economy strengthens. Trade-off 
suggested is a commitment by the indus- 
trialised countries to bring non-tariff bar- 
riers applied against the whole range of 
LDC exports — textiles, footwear, radios, 
TV sets, ships, steel and chemicals — out 
into the open and under the multilateral 
system of discipline. 


he commission turns aside commodity 

price-stabilisation schemes — one of 
the South's sacred cows to benefit primary 
commodity exports in the 1970s — in 
favour of income-stabilisation program- 
mes such as the International Monetary 
Fund's Compensatory Financing Facility 
(CFF). While buffer-stock schemes fail in 
the recession-induced buyers' market, the 
IMF's CFF lent some US$3 billion to 
offset nearly 60% of the commodity slump 
between 1979-1982. 

The Trilateral Commission's emphasis 
on trade liberalisation echoes the call from 
US President Ronald Reagan's adminis- 
tration for a new global round of Gatt 
negotiations in 1985 to bring the more suc- 
cessful LDCs into the system. Both seem 
to feel that the very success of the multilat- 
eral trading system has now come to en- 
danger it, as industrialisation in the de- 
veloping world challenges the US 
hegemony in global export markets and 
erodes support for Gatt in the US. 

“The NICs must recognise that an open 
international trading system cannot with- 
Stand the pressures to which it is increas- 
ingly exposed when they themselves still 
maintain highly restrictive trading re- 
gimes," the Trilateral Commission's re- 
port said, outlining a new argument for 
"burden sharing" in trade. 

The commission endorses the general 
trade-finance linkage which rose to promi- 
nence in the Reagan administration's 
thinking about North-South issues after 
the Mexican crisis last year. With little 
modification, the report accepted the 
IMF's piecemeal approach to global debt, 
arguing that the Third World’s liquidity 
crisis will ease with recovery. 

Meanwhile, central banks should en- 
courage the money-centre commercial 
banks to sustain lending growth at a rate of 
3-5% a year. The commission urged the 
IMF to go to private markets if the need 
arose, and “to relax the country-lending 
ceiling of 450% of quota in some 
Cases." 

There is also not much new in the re- 
commendations to increase official deve- 
lopment assistance to relieve the despera- 
tion of the low-income countries in sub- 
Saharan Africa and South Asia which do 
not have the market opportunities of the 
better-off LDCs. 

Most of these recommendations come 
down in practice to urging the Reagan ad- 
ministration to reverse itself on aid policy, 
a course which the US Government's exe- 
cutive branch would probably embrace 
were it not for the intractable bipartisan 
conservative opposition in congress. 
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Hawke and Keating: an opportunity missed. 


Australia’s growth catch 


The Labor government opts for expansion — and draws cheers 
— but the beginnings of economic recovery could be imperilled 


By Brian Robins 
Sydney: The Labor government of Aus- 
tralian Prime Minister Bob Hawke has 
worked hard to ensure the continued con- 
fidence and support of the business com- 
munity by bringing down an expansionary 
budget which, though attracting little criti- 
cism, has the potential to create major 
headaches for the nascent economic re- 
covery. The budget, announced on Au- 
gust 23, was initially greeted enthusiasti- 
cally by investors, with the stockmarket 
rising strongly. However. the long-term 
implications may take the shine off some 
of the benefits of the planned expansion. 
Elected in March for a three-year term, 
the Hawke government has missed a 
major Opportunity to rein in government 
spending. In the run-up to the federal 
election, the government had made sev- 
eral pledges — including no increases in 
income tax — and it was anxious not to 
overturn the earlier undertakings given 
The just-announced. budget for 
1983-84 (which began in July) contains 
few major imm vill 
have significant consequences for the 


fiscal 


liate changes, but 


| domestic recovery. 


The budget is expected to lead to rises in 
interest rates and inflation and a fall in the 
high level of capital inflow which hold the 
potential to choke off a slow but sure im- 
provement in the economy. Gross domes- 
tic product is expected to rise by 3% 
which will have no effect on the high level 
of unemployment (now at 10%). If any- 
thing unemployment is expected to con- 
tinue rising. 

The government has decided to link a 
number of social-security payments and 
excise charges (on petrol, beer and 


| cigarettes) to the consumer price index, 


the basic measure of inflation, which will 
serve to exacerbate already high underly- 
ing inflationary pressures. The consumer 
price index is expected to rise 7.5% com- 
pared with the 11.2% rate seen during fis- 
cal 1982-83, but this assessment will look 
increasingly optimistic and it is expected 
that inflationary pressures will build up as 
the year progresses, especially in the third 
and fourth quarters. 

The total budget deficit is expected to 
rise to a record A$8.36 billion (US$7.3 bil- 
lion) substantially higher than the 
A$4.47 billion recorded in 1982-83 — and 
will reach 4.7?5 of GDP, a substantial in- 
crease over the 2.6% at present. More 
than the big increase, however, financing 


| of the projected deficit will be the bigger 


problem for the authorities who will have 
to balance the need to hold interest rates 
down in order not to stall the economic re- 
covery, while at the same time ensuring 
that thi ipital inflow does not be- 


CONI 


rate oi 


D: funding will be all the more 
problematical with the total public- 
sector borrowing requirement this fiscal 
year estimated to approach A$14-15 bil- 
lion. While government borrowing rose 
from only A$1.08 billion (0.7% of GDP) 
in 1981-82 to A$5.18 billion (3.2% of 
GDP) in 1982-83, the total public-sector 
borrowing requirement increased from 
3.3% to 6.4% over the same period, and it 
may top 8% of GDP over 1983-84. 

“Net borrowing by the public sector asa 
proportion of GDP more than doubled in 
1982-83," the Treasury said, “and a 
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miums to: cover the ri 
inflation.” | 

The assumption iüherent here — that 
most demand will be b nched for shorter- 
dated securities — will not only add pres- 





< „sure to interest-rate volatility but also to 


rolling over that short-term debt as it ma- 
- tures. Much of the funding of the rising 
< government debt has been aided by the 
high rate of capital inflow over the past 
few years, which has helped take pressure 
off domestic interest rates. 

The net apparent capital inflow rose 
from A$6.6 billion in 1980-81, to A$10.2 
billion the following vear, and then dipped 
to A$8.9 billion in 1982-83. A large por- 
tion of the high capital inflow in the early 
part of the decade was to fund a rapid rate 
of new investment, primarily in the re- 
sources sector, with the bulk of the inflow 


in the latest year soaking up government | 


paper. 
.. Butwhile the high level of capital inflow 
provided a much-needed interest-rate 
cushion during 1982-83, the authorities 
have indicated they want a much smaller 
inflow over the coming vear. This is partly 
. due to the high level of official reserves, 
: but it primarily reflects the enormous vol- 
-atility of external capital flows. which was 
one of the first lessons the Labor govern- 
ment learned after coming to power. 
Immediately prior to the election, wide- 
spread nervousness resulted in hundreds 


of millions of dollars being shifted out of. 


the country in a matter of weeks, forcing 
the Labor government to cut the value of 
the Australian dollar by 10% against the 
US dollar soon after taking office. 

While there is real concern over the 
volatility of international capital flows and 
the immediate impact they can have on 
, Short-term money arket rates, RE 






| employment, 
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Other C878 | ESR. 
Total general tax revenue 40,834 44,181. | | «82 
Other receipts | 3,675. |  4.16l +13.2 
Total receipts — 44,509 | 48,342 +86 


" OUTLAYS 











Defence | 4782 5.280 
Education | 3,802 4,211 
Health | 3,423 4,295 
Social security and welfare 14.112 16,843. 
Housing 740 912 
| Urban and regional development. | 

and environment 126 148 
Culture and recreation 523 | 599 
Economic services 3,753 4.121 
General public services 3,349 3,795 
Payments to/for states and local 

government authorities 10,989] 13,203 
Public debt interest 3,378 4,133 
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smaller increase here is primarily d 
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of capital inflow is expected to have a 
dramatic effect on domestic interest rates, 
| The authorities are expected to continue 
| to allow the value of the Australian dollar 
| to drift upward, but this too will have 
major consequences for the nascent 
| economic recovery, placing pressures on 
large sections of the manufacturing and 
| primary-industry sectors. 
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| 
murther rises in interest rates, with an 
expected continuing high level of un- 
ni will also encourage some 
additional saving by households; but this 
| will impact on a key area of consumer de- 
| mand of critical importance to the 
| economy as it moves further into the re- 
| covery phase. 
| The high level of unemployment is 
| likely to result in a medium-term struc- 
tural problem for the deficit, as this will 
keep total social-security payments at 
peak levels. Since there is little chance of 
any major improvement in unemploy- 
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falling 25% during 1982-83. | | 
Business fixed investment is expected to 
continue falling at around the same rate of 
14% as seen during 1982-83. Only a mod- 
est buildup of stocks is expected, follow- 
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: ings could be worse 


million b/d production limit set by Opec, 
while in manufacturing the outlook is not 
promising, the devaluation having raised 
the cost of imported raw materials. 

The government has projected a 5% an- 
nual growth rate for the next five-year 
economic plan, which starts in 1984. Most 
emphasis will be placed on industry, which 








addition, partly because of lower govern- 
ment earnings from oil, the private sector 
will be encouraged to play a larger role in 
the economy. To fund this growth, more 
stress will be placed on developing domes- 
tic financial resources. 










ew tax measures will be announced 
this month to raise government re- 









monetary authorities liberalised the bani 
ing system, allowing the dominant st 









were abolished and the state banks were 
given more freedom to set their own depo- 
sit and lending rates. 

A number of major government pro- 
Jects have been "rephased." The aim is to 
prevent this year's projected current-ac- 
count deficit from growing beyond the 
planned US$6.5 billion level. Latest avail- 
able trade figures for the first quarter of 
this year show some hopeful trends. The 
drop in oil and gas exports, amounting to 
28% and 7% respectively, was expected. 
Non-oil and gas exports grew by 3% in the 





















period. This reflected improvements not 
only in commodity prices but also in pro- 







GDP GROWTH 
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Source: Indonesian Government. 








has a projected growth rate of 9.5%. In | 


venue from non-oil taxes, while in June the - 


banks to play a more efficient role as. 
financial intermediaries. Credit ceilings. 


first quarter compared to the same 1982 | 


duction volumes. More recent reports also 









RDS ta de C ay F 


Agriculture 3.9 3d p 3. 
Mining 0.2 1 —-1.2 ] 3. 
Manufacturing 129 1222 112. 
Electricity, gas and water ILE | 130 PIX 
Construction 6.4 | 13.5 | 9. 
Transport and communications | 8,9 RB | 7. 
Trade and others 12.3 1 191 f X 
. GDP 6.2 9.881 7. 


total pub c 
-1983-84 will ri: 
over the 1982- 
assumes accel growth in Publice cur- 
 rént expenditures which will be offset in 
| part by a slowing in the rate of growth in 
public capital expenditure from around 
4% last year to abou 2 










rose 14% year-on-year, largely because of 
increased production. 
Although only on a provisional basis, 

first-quarter import figures showed a drop 

of 42% , while import growth for the fiscal 

year ended March 1983 was down 2% 

compared with a 25,7% decline in the. pre- "T 

vious fiscal year. Bankers have confirmed. s. 

a decline in letter-of-credit import open- 

ings largely caused by the sluggish manu- _ 
facturing sector. The devaluation is ex- > 


- indicate that up to May, non-oil exports 


pected to depress imports further. 
Reliable trade statistics to assess the full 
effects of the devaluation and the rephas- 
ing of projects are still not available. But 
one already noticeable consequence of the 
devaluation is the extremely liquid rupiah 
market caused by investors converting - 
| their US dollar deposits back into rupiah. 
This apparently has also affected the 
country's reserve position. In late June, 
central bank governor Arifin Siregar told 
reporters the country's reserves stood at 
US$7.2 billion as of the end of May. Some 
_US$3.7 billion of this was official reserves 
with the central bank — up from US$3.1 
billion in March — while the rest was in 
the commercial banking system. | 

Citing these trends, many observers are 
becoming confident that this fiscal year's 

current-account deficit can be kept within 
. the US$6.5 billion limit. To cover the de- 
| ficit, the government has already started 
to line up facilities on which it can easily 
draw. Aside from the recent jumbo US$1 
billion syndicated loan, which sources say 
has not been fully drawn down, the gov- 
ernment has gone to the market for smal- 
ler credits. These included a G100 million 
(US$33.8 million) bond issue, a ¥24 bil- 
lion (US$98.6 million) syndicated loan, a. 
¥10 billion bond issue and the recent 
,, USS300 million-equivalent International 

| . Monetary Fund special draw- 
ing rights facility. 

Bankers expect the govern- 
ment to seek another US$500 
million before the end of the 
year. But with the devalua- 
tion and rephasing measures, 
the country's balance-of-pay- 
ments problems look more 
manageable, leaving In- 
donesia currently under no. 

great pressure to borrow. 
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Today's complex marketplaces 


demand a constant search for 
.. new ways to meet tough financial 


challenges. 

We can help. The Royal Bank has 
some of banking's best financial 
minds to provide you with the kind 
of imaginative thinking difficult 
times demand. 


MERCHANT 
BANKING 


For example, the challenges of 


tailoring a package to specific client 
needs and obtaining the best terms 
available in the market led Orion 
Royal to develop the world's first 
floating rate deposit note. 
Combining the characteristics of 
a money market instrument with 
those of a securities issue took inno- 
vative minds and a lot of creative 


THE ROYAL BANK OF CANADA | 


Assets: 11.5. $72.0 hil 





thinking. The outcome was a highly 
successful placement. 


COMPETITIVE EDGE 


The same kind of thinking also 
led to the invention of the multiple 
tranche Eurobond issue and arranged 
the first “hedged currency” bond 
issue. When Royal Bankers meet a 
challenge head on, clients can get 
a competitive edge. 

So whether your needs are in the 
fields of merchant banking, world 
trade, money market transactions or 
energy financing, the -— Bank 
can help. | 

Give us the chal- | 
lenge. wellputour — 
heads together to 
help find a new and 
better way of meeting. 
your financial needs. | 





lion, Network: more than 1500 branches worldwide: 210 operating units in 46 countries; 44 subsidiaries and affiliates: 3600 correspondent banks. 
in Asia/Pacific: Hong Kong, Singapore, Beijing, Bangkok, Seoul, Tokyo, Melbourne, Sydney. : 
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Why The Mandarin Singapore 


is the convention planner’s choice. 


1200 guest rooms. Meeting 
and banquet rooms of 
various sizes for up to 1200 
delegates. Full range of 
up-to-date audio-visual 
equipment. 5,075 sq. metres 
of exhibition space. Ample 
car parks. 





ingapore is fast becoming S.E. Asia's boutiques — all under one roof. 


convention city. The Mandarin Located along Orchard Road, 
Singapore is one good reason why. we are within walking distance from 
Backed by a team of professionals, major shopping, entertainment and tourist 
The Mandarin Singapore is considered complexes. And just 15 minutes away 
"one of the most magnificent hotels on from S.E. Asia's largest theatre- 
earth . . ." (Fortune Magazine). Our restaurant, The Neptune. 
comprehensive convention facilities are So if you're thinking of organising a 
complemented by a host of dining and convention in Singapore, come speak 
entertainment services which include to us. You'll know you've made the 
five restaurants, two nightspots, right choice. 


numerous lounges and designer 
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M\andenn W Pinger 


In the tradition of emperors. 


For information, please contact: The Conventions Manager, The Mandarin Singapore, 
333, Orchard Road, Singapore 0923. Tel: 7374411. Telex: RS21528 Manotel.Cable: Manrinotel. 
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The phenomenon of growth in the 
Far East is no secret. 
It is constantly discussed and analysed 
= from the universities to the public media to 
corporate boardrooms throughout the world. 
Yet, it often goes unnoticed that 
. Asia's economic miracle would have been 
- impossible without remarkable leadership. 
Not just political 
. leadership. But leader- 
Ship at every level of each 
_ society in the region. The people 
. who are shaping the future in the countries 
. of ASEAN, in Japan and Hong Kong are 
. businessmen, bankers and community leaders 
.. Of rare quality. 
—. Yet leadership in the oriental world is 
2 not the strident, high-profile performance we 
. are used to in the West. 
These are subtle, sophisticated men who 
often prefer to know rather than be known. 
In order to talk to Asia's powerful 
decision -makers, you first have to find them. 
Fortunately, your task is a lot easier 
than it may seem. 
Because there is one publication, and 
only one, that consistently reaches the 






Talk to them through 


*the Review.” eos and socially fragmented. 


. largest concentration of top people in Asia. 


The Far Eastern Economic Review. 
You can compare circulations with 


other magazines but that would be misleading. 


Because while some of those publications may 
be reaching Asians at all levels, only the Review 
goes straight to the top,and only to the top. 

The Review forms a vital bond of shared 
knowledge in a region 
that is geographically 


urally, it is indispensable for 
anyone needing a consistent, reliable source of 
in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 
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For Advertisers who take Asia seriously. 





96% of Review subscribers are in business, the professions or government. 
61% of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 

68% of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles III available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497. n m 


ONCE IN A LIFETIME 
A PRODUCT COMES ALONG 


THAT MAKES ALL OTHERS 
LIKE IT OBSOLETE. 





This is the case with the Minolta EP450Z Automatic Zoom PPC. 


The “Z” in the product name stands for 
“zoom”. With the EPA50Z you have the option of 
selecting any variable magnification ratio 
between 0.640X and 1.420X. 

Think of it! Now you can scale your original's 
image area up or down to the size you want, 
irrespective of paper size! 

But this isn't all! The EP450Z also gives you 
two automatic selection modes: 

Automatic Magnification Selection (you select 
the paper size; the copier calculates the most 
appropriate magnification ratio according to 
the size of the original in use) 





MINOLTA 


and Automatic Paper Size Selection (you 
select the required magnification ratio; the 
copier selects the most appropriate loaded 
paper size). 

One other thing about the EPA50Z: it’s a 
Minolta. And this name is your assurance of the 
highest quality copy reproduction obtainable. 
Plus ease-of-operation, reliability and expanded 
copy processing system capability with new 
document feeder and sorter options. 

The Minolta EPA50Z. 

The world's first Automatic Zoom PPC that's 


~~ setting the new path for all copiers to come. 





EP4507 


See the EP4507 a! these Minolta subsidiaries and distributors MINOLTA CAMERA | LTD. Business Equipment Operations. 30, 2-Chome, Azuchi-Mochi, Higashi-Ku, Osaka 541 
Taiwan santa Office Machines Corp. 11H. 75, Sec. 4, Nanking E Road, Taipei indonesio PT Perdana Nirwono Abadi Co. 67B, J eko y K oU 

Phone: (02) 751-5022 indio Methodex Systems Pvt Ltd. 607-8 Meahħhdoot 94 Nehr New ( } 
Hong Kong Minolta Hong Kong Ltd. 67-71 Chatham Road South, Oriental Centre, Kowloon Phone: 682475. 68247¢ 

Phone: 3 676051 Pakistan Allied Equipment Lfd First Floor, Nelson Chambers, | ndngar Road 
Singapore Minolta Singapore (Pte) Ltd. 110, Middle Rood, # 07-01, Chiot Hong Bldg GP O. Box 680. Karochi—! Phone: 214977 ' 

Singapore 0718 Phone. 3365441 Bonglodesh Brothers international Ltd. GPO Box 767. Adamjee Court 115—120 
Maloysia City Marketing Sendirion Berhad Lot 3. Jalan 223, Petaling Jaya, Selangor Montijheel CA, Dacca Phone 232293 

Phone: 577476 New Zeolond Viko Holdings Lid MS Bldg. Cnr. Khyber Pass and Nugent Sir, P.O. Box 220 
Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road Klongtoei Bangkok 10110 Auckland 3 Phone 796-294 796-295 

Phone: 391-0715. 252-9155 ~ 7 å i Australio Océ Reprographics Ltd. 89 Tulip St. Cheltenham. Melb. 3197 Phone 5864-1 
Philippines TOPROS inc. Topros Bidg Banawe Cor. Atok St, Quezon City, Metro Manilo 


Phone 49-49-27] 





In 1946, Asia's first airline took on its wings its first international passengers to Manila. 
Since then, it has been one captivating affair after another. And so will it be for you. 

Have an affair with the irresistible beauty of clear emerald waters and great coral reefs 
while a bountiful supply of the freshest seafoods offer a delectable invitation right on 


is table. 
s us or your travel agent and inquire about our "Swingaround the Philippines" 


affair. 





Asia's first airline. 
Amsterdam. Athens- Bahrain- Bandar Seri Begawan.Bangkok:Brisbane.Canton.Dhahran. Dubai. Frankfurt. Hong Kong-Honolulu-Jakarta-Karachi-Kota Kinabalu 
Kuala Lumpur-Kuwait-London-Los Angeles-Manila- Melbourne-Paris-Peking-Port Moresby-Rome-San Francisco-Seoul-Singapore-Sydney -Taipei-Tokyo-Zurich 
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Singapore’s dizzy development spiral could be headed for a slump 


An unreal estate boom 


By V. G. Kulkarni 

Singapore: To a visitor, Singapore has 
the look of a boom town. The department 
stores in the Orchard Road area — the 
stamping ground of most tourists — are 
full of shoppers snapping up the latest in 
fashion. Local newspapers are fat with 
consumer advertisements. The skyline of 
the Central Business District (CBD) is 
well on its way to becoming a mini-Man- 
hattan. When all the banks, business 
houses and government offices close for 
the weekend the predominant sound is 
that of jackhammers and piledrivers 
working on the multi-storey concrete 
structures that are to house bigger and 
better offices. 

Amid all this bustle of prosperity, warn- 
ing signals are being heard that the already 
saturated property market in the Lion 
City is heading for a major slump. While 
nearly one in every 10 offices, shops and 
private residences are waiting to be let, 
many more are being built. Although 
prices and rentals have tumbled across the 
board from the speculative peaks of mid- 
1981, eager estate agents take the line that 
they have seen such booms and slumps be- 
fore and that capital values will appreciate 
over the coming years. 

Such a sales pitch is sweet music to local 
speculators as well as Overseas Chinese 
from outside Singapore who seem to have 
an innate faith in the ownership of bricks 
and mortar and seek to invest in the stable 
environment of the republic. 

Running contrary to such faith are the 
hard statistics. Projects already under 
construction and due to commence soon 
indicate a massive oversupply by 1986-87 
in all sectors — residential, office, com- 
mercial and industrial. Total transactions 
in the property sector in 1982 amounted to 
$$616 million (US$290 million), a reduc- 
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tion of 38.7% by value from the 1981 high 
of S$1.59 billion. The relentless pursuit 
of enhanced construction by local de- 
velopers in the wake of reduced sales in 
1982, and without the prospect of com- 
mensurate demand, inevitably raises the 
question: will the property boom go bust? 

While most developers and indepen- 
dent analysts interviewed by the REVIEW 
were apprehensive about the trend, none 
was willing to predict that the bubble will 
burst as it did in Hongkong in the early 
1970s and again (more spectacularly) last 
year when high-flying property magnates 


SUPPLY AND DEMAND 


Cumulative 


(units) 
1981 


76,168 
78.088 
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87.773 
90 001 
93.975 


PRIVATE OFFICES 


(000 sq. m.) 
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1981 3,748. 
1982 3,791 
1983 3,993 
1984 4,25] 
1985 4,516. 
1986 4,778. 








ran into trouble, leaving over-extended - 


banks licking their wounds. "It is more 
like a giant bloated balloon which is going 
to shrink," said one. 


That the balloon was getting bloated - 


has been evident for some time. Except 


for short periods in 1980 and 1981, over-- 


supply of accommodation has been the 
general characteristic in Singapore since 
1979 when the Ministry of National Deve- 


lopment began compiling statistics for oc- 


cupancy rates. The private residential 


market is small since about 70% of the 


population lives in public housing built by 
the Housing and Development Board 
(HDB). Occupancy in private flats and 
houses rose to a high of 96.7% in Sep- 
tember 1979 and has since settled in the 


low 90s with the first-quarter figure for - | 


this year being 91.9%. 


As for shopping space, the outlook has. 4 
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been much less rosy, with occupancies of — 


86-89% for the combined public and pri- 


vate sector. However, occupancy in the ` 
Orchard Road belt — predominantly in — 


private hands — was down to 87.5% in 


March 1983 against the overall figure of ` 
89.4%. Office-space occupancies, which — 
went up to the 95% range in 1980-81, were 


down to 91.7% by the end of the first quar- 
ter of this year. However, office occu- 


pancy in the CBD (mainly private-sector) 


was down to 90.7%, or one percentage 
point lower than the overall average in the 
first quarter. 

Vacancy rates of 5-7% are considered 
normal in the developed and more stable 
Western property markets where such 
properties are held as long-term invest- 
ments for their yield, rather than quick 
speculation. According to one analyst, 
yields on many commercial properties in 








Singapore could be as low as 6-7% and 
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. lower than those on bank deposits. 


Reasons for putting up with such low 
yields could well be the owners' penchant 
for capital appreciation. More than 30 of- 


fice buildings are under construction in 


the CBD, but most developers contacted 
by the REVIEW were reluctant to reveal 


construction costs, finance charges and’ 


the expected yields on the investment. 
The reasons seem to be obvious: building 
costs are high, the oversupply of office 
space has already started a rent-cutting 
trend and developers are unsure of occu- 
pancy rates and the possible returns on 
their ventures. 

But some buildings in good locations 
and with quality construction finish are 
likely to do better. For instance, the new 
Chartered Bank building in Raffles Place 
— Singapore’s “Wall Street" — has the 
advantage of being adjacent to a Mass 
Rapid Transit (MRT) station and is linked 
with it through an underground passage- 
way. Construction work on the passage- 
way and the three underground floors 
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lasted for almost a year from mid- 
1981. 

The 43-storey building is scheduled to 
open for occupation by the second quarter 
of 1984 and the asking rent is S$7-7.5 a sq. 
fta month. About seven floors have so far 
been booked by prospective tenants, 
mostly merchant banks, law firms and 
multinationals. The bank itself will occupy 
some 17% of the 489,000 sq. ft of net let- 
table space. 

Despite lacklustre occupancy rates — 
which were worse before 1979 — prices 
and rentals of property surged ahead dur- 
ing the 1979-81 property boom which 
came in the wake of the double-digit 
economic growth rates of the late 1970s. 
Singapore embarked on a programme in 
the 1970s to make the island state the re- 
p" prime financial and business centre. 

n 1976 it lifted earlier restrictions on 
foreigners owning property in the republic 
and the boom in the residential market 
began. 

As foreigners, who are allowed to buy 
condominiums or flats in buildings of six 
storeys or more, began their rush to Sin- 
gapore, residential prices went up some 
17% in 1978 to S$82 a sq. ft, 27% in 1979 
and doubled in 1980. Between 1977 and 
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mid-1981 prices grew 
fivefold with some 
properties fetching 
up to S$500 a sq. ft. 
With the speculative 
boom fading — some 
estimates have it that 
almost one in three 
buys in 1979-80 were 
speculative — prices 
eased by some 25% 
by the end of 1981 
and another 35% in 
1982. Sales have been 
sluggish this year and 
some analysts expect 
another 10-15% fall in prices by next 
year. 
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hopping space in the prime Orchard 
Road area also saw a rise in prices from 
an average of S$1,000 a sq. ft to S$5.000 by 
mid-1981, but prices plummeted by about 
40% to $$3,000 by the end of 1982. As for 
office space, prices in the prime CBD rose 
10-fold during 1975-81 to S$1,600 a sq. ft 
but fell by as much as 40% last year. 
Rentals followed the price curves gen- 
erally. Residential rents in prime Districts 
9. 10 and 11 — where expatriate execu- 
tives and diplomats prefer to live — went 
up by 16675 from 1977 to S$2 a sq. ft per 
month on average in 1981 and have re- 
mained stable since, though some in the 
less well-appointed locations are likely to 
dip next year. (Residential rents are 
worked out on gross area, including com- 
pounds for houses and a share of common 
facilities.) Top rents in Orchard Road 
shopping areas, which rose from S$10 to 
S$40 a sq. ft per month between 1977-81, 
were down to $$27 by last year and are ex- 
pected to dip further. 
Prime office-space rents in the CBD, 
which also rose fourfold to S$8.5 in 1982, 
had softened by 7-10% this year. Office 

































rents tend to lag well behind those for 
shops. Some office rents have fallen as low 
as S$5 a sq. ft and landlords are offering 
new tenants free interior decoration and 
some reduction in service charges. Exist- 
ing tenants in some cases have been of- 
fered rent holidays for a couple of months. 
Rents at the Cuppage Centre, a govern- 
ment-owned commercial building on Or- 
chard Road, were reduced by about 1096 
from S$48 a sq. m. (S$4.46a sq. ft) to S$43 
in August. 

Even as a buyers’ market has already 
emerged, the projected building comple- 
tions by the end of 1986 reveal an un- 
healthy oversupply ranging from 10-47% 
in the retail, industrial and office-space 
sectors. 

The public sector is going to be hit less 
hard. Most of the government-built retail 
space — nearly a third of total — is tied in 
with HDB housing estates which are built 
according to a long-term master plan and 
there are long waiting lists for HDB ac- 
commodation. Public-sector office build- 
ings are also carefully chosen in the most 
prestigious sites of the CBD and in any 
case the government would occupy about 
60% of that accommodation. 

The hotel sector, except for two small 
and low-priced properties, is entirely a 
private domain. Between mid-1982 and 
the end of 1987, the number of hotel 
rooms is set to double to 29,467 with no- 
body venturing to predict how all these 
rooms will be filled. 

The impending glut in the Singapore 
property market has its origins in the late 
1970s. The government embarked in the 
early 1970s on àn ambitious economic 
modernisation plan and succeeded in 
large measure. The country's gross na- 
tional product grew at annual double-digit 
rates all through the 1970s, except during 
1975-77 when it averaged 8.8% a year. 
Banks pursuing Asiadollar and other re- 
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gional business as well as multinational 
companies rushed to locate their regional 
headquarters here. 

The governments “own unflagging 
building programme and its ambitious 
plans for the renovation of the CBD area 
— including expanding it by land reclama- 
tion — gave further impetus to the private 
sector. Then came the recession. Singa- 
pore's economy held up pretty well, but as 
recession began to make its inroads Singa- 
pore developers started to have second 
thoughts. 

Many developers previously felt the 
high rates of international inflation seen in 
the 1970s would continue into the next de- 
cade. Developers reasoned it was better to 
borrow in times of rising inflation and in- 
vest in property which will appreciate in 
value over time. Such inflation rates are 
unlikely to prevail in the 1980s, however. 


ome of the major projects now under 

way were planned not only during the 
economic boom period but also when in- 
terest rates were low. For instance, the 
land for the S$1 billion Marina City hotel- 
cum-shopping venture was bought in 1978 
when the prime lending rate was in the re- 
gion of 7.5%. Raffles City, another S$1 
billion project, was in the making even 
earlier. Interest rates, which during 1980- 
81 were at double-digit levels, are unlikely 
to dip greatly or quickly. 

Adding to the woes of the develop- 
ers are construction costs, which have 
doubled since 1977 from S$645 a sq. m. 
(S$59.94 a sq. ft) to S$1,291 at the end of 
1982. Costs this year are expected to go 
up by another 15- 
18% which most de- 
velopers have come 
to assume as an an- 
nual increment in 
their calculations. 
Labour costs went up 
by some 30-40% last 
year and are set for 
further increases in 
view of the tight re- 
strictions the govern- 
ment is imposing on 
the import of cheap 
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bouring countries. EC 

Pressure on con- T C 
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and hence costs will Se 


increase from next 
year as work begins 
on the S$5.5 billion 
MRT — the largest 
single construction 
project on the island. 
Worried contractors 
have already started 
lobbying the govern- 
ment for relaxation of 
recruitment rules, but 
Prime Minister Lee 
Kuan Yew left no 
doubt in his recent 
National Day address 
that he was bent on 
phasing out foreign 
labour in the coming 
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years. Construction costs, which used to 
average about a seventh of total costs, are 
set to reach the one-fifth mark, analysts 
predict. 

As a result, rising costs, falling prices, 
impending oversupply and irrevocable 
commitments to complete the projects — 
the government levies draconian penalties 
for inordinate delays and non-completion 
in the case of land sold by the government 
— could add up to a potent combination 
for a big fall in the property market. The 
predominant factor working against such 
a collapse, though, is the role of the gov- 
ernment in property. Government agen- 
cies are themselves building offices in 
some choice locations in the CBD. Most 
of the major developments in the S$1 bil- 
lion range have official sanction as well as 
encouragement. The government-con- 
trolled Development Bank of Singapore 
(DBS) is also a prime mover in property. 
Four other major local banks, which with 
DBS form the big league, are also actively 
involved in property both as lenders and 
as participants through their subsidiaries. 

A slump in the property market could 
well affect the profitability of big banks 
but it is not their wont to pull out of the 
sector or withhold lending to projects in 
which they have a major stake. (Local fi- 
nance companies are limited to property 
loans only at the end-purchase level and 
are barred from making unsecured loans 
exceeding S$5,000.) 

Compared to local banks, the role of 
foreign banks in property is generally ac- 
cepted to be small, though no published 
figures are available. There has been no 
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The Chartered Bank building. good prospects. 
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obvious evidence of foreign bankers eager 
- tofuel the speculative property scene. The 
. experience of their counterparts in Hong- 
= kong who burned their fingers in risky 
—— property deals in the past couple of years 
— appears to have made even the venture- 
some ones here more cautious. 
The stockmarket, the easiest resort for 
= Speculators, also plays a limited role in the 
— Singapore property field, certainly when 
— compared with Hongkong. Market 
capitalisation of the listed property com- 
panies on July 31 was S$17.1 billion or 
only 17.7% of the total of $$96.9 billion on 
the Stock Exchange of Singapore. Out of 
-. 296 listed shares on the exchange only 19 
are property-related and of these only 
eight are incorporated in Singapore and 
—— have heavy involvement in the local prop- 
—— €rty sector. “Under the hawk's eyes of the 
— government there is little scope for Car- 
rians and Edas [the Hongkong companies 
in trouble] in Singapore," said one local 
stockbroker. 





owever, despite its massive involve- 
i ment in and backing of property, the 
—government can only control the supply of 
| and and not the major part of demand 
which is dependent on market forces. The 
government has some weapons to cushion 
the impact. Hard-pressed developers 
could approach the Urban Redevelop- 
ment Authority (URA) for extensions to 
their building completions. The URA can 
- Waive its harsh 2%-a-month penalty — on 
the cost of the land — for delays in con- 
struction. In the past URA has granted ex- 
— tensions of up to 18 months and it could 
— well do so again if a large part of the prop- 
erty sector here is in trouble. Bankers 
could also rewrite the terms of financing 
on their loans to developers. 

But neither the government nor the 
banks can do much to fill premises. There 
could be distress sales by minor develop- 
ers and some may even abandon or post- 
pone indefinitely smaller projects on pri- 
vate land on which government restric- 
tions are less stringent. 

E. In the climate of rent cutting, a kind of 
— Commercial Darwinism is going to prevail 
1 where rich developers with staying power 
| — or those lucky and shrewd enough to 
— have cornered prestigious locations — will 
— survive. The CBD offices located near 
Raffles Place at one end and the Treasury 
- Building and MAS Building at the other 
= — both to be served by adjacent MRT sta- 
— — tions — will fare well at the cost of lesser 
properties. The focus of shopping centres 
— — will inevitably shift from Orchard Road to 
the Raffles City and Marina Centre region 
south of the CBD. Again, the lesser loca- 
= tions in the Orchard Road belt, mostly 
— small shops in older shopping complexes, 
— will suffer. 
Mg The possibility of some less resourceful 
- er plain unlucky developers going under 
cannot be ruled out. Nor would the gov- 
ernment be likely to rescue entrepreneurs 
who have risked and lost. “It may even 
point to such cases as negative examples to 
curb the speculative interest among its 
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people," said a veteran foreign 
businessman. 
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Work under way at Raffles City: construction costs rocket. 


Hotels for sale or rent, 





room to let, 40,000 cents 


Singapore: The Sultan of Brunei, Sir 
Muda Hassanal Bolkiah, recently ac- 
quired Singapore’s Holiday Inn and an ad- 
joining shopping complex, raising many 
eyebrows in the business community here. 
He reportedly paid about S$300 million 
(US$140.5 million) for the medium-sized, 
middle-range hotel which was built in 1974 
for $$45 million and which made a net pro- 
fit of S$14.4 million in 1982. The yield 
apart, the price paid was proportionately 
more than comparable to some of the 
largest hotels now going up on the most 
prestigious reclaimed land south of the 
Central Business District (CBD). 

Apart from the price — a few hundred 
million dollars may be small beer to the 
ruler of the oil-rich sultanate — the pur- 
chase has come when the hotel and tourist 
industry has hit a bad patch. Tourist arri- 
vals in the first half of this year were down 
by 1.7%, the first drop since the late 
1960s. Hotel occupancies now average 
around 70%, the lowest since 1975. The 
scramble for business among hoteliers is 
so fierce that discounts are there for the 
asking. Most hotels now routinely offer 
discounts of up to 40% of the listed tariff. 
The worst is yet to come. With more than 
30 new hotels under construction or on the 
drawing boards, the number of hotel 
rooms will almost double to more than 
29,000 by the end of 1987. 

The immediate reason for the current 
glut is the international recession and par- 
ticularly the economic belt-tightening 
under way in neighbouring Indonesia and 
Malaysia, which account for more than 
30% of Singapore's total visitor intake. 
But the underlying reasons are rooted in 
the economic boom period of the late 
1970s. 

There have been previous cyclical 
shortages and oversupply in hotels. While 
the number of tourist arrivals rose from 
90,000 a year in the early 1960s to 521,600 





in 1970, the growth of hotel space was not 
significant until the late 1960s. But be- 
tween 1967 and 1971 the stock of hotel 
rooms grew almost sevenfold to 7,250. 
Tourist arrivals then lagged and corres- 
pondingly hotel-occupancy rates fell to 
65.4% in 1971 and further to 60.6% in 
1972. 

Because of the low occupancy in the 
early 1970s, the government discouraged 
hotel development. But as tourist traffic 
shot up from 1 million people in 1974 to 2 
million in 1978, the government gave the 
green light and the boom in hotel-building 
was on. The authorities even encouraged 
developers to build hotels on residential 
land and waived the development charge, 
which would normally range up to 70% of 
the enhanced value of the land. 


y 1982 there were more than 15,000 

rooms, a rise of 50% from the 1977 
stock. Singapore's hotels began enjoying 
comfortable occupancies of more than 
80% from the late 1970s as tourist arrivals 
remained healthy, with the annual 
number of visitors outnumbering the 
country’s population since 1980. Early this 
year, with tourist arrivals slipping and 
more hotels coming on stream, the glut of 
rooms returned. 

But the euphoria of the travel industry 
was such — the state-run Singapore 
Tourist Promotion Board (STPB) was 
even predicting a 12% annual com- 
pounded growth for the 1980s — that gov- 
ernment agencies, major local banks and 
developers firmed up plans to build three 
major complexes boasting eight hotels, 
huge shopping centres, convention halls, 
restaurants and cinemas which could 
change the complexion of the CBD as well 
as shift the tourist belt to the new areas. 
The three new complexes scheduled to 
open during 1986-87 would account for 
more than half the new hotel rooms and 
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the government- -own "Post Office Sav- 
ings Bank — have 10% each through sub- 
, Sidiaries. The balance is held by several 








^ Overseas investors, mainly from Hong- 


kong and Japan, with the hotel operators 
in the complex also owning equity. Con- 
struction costs of the project are estimated 
to be S$1 billion. 
> Rahardja Centre. Owned by the Hara- 
pan group headed by Indonesian magnate 
Hendra Rahardja, this complex will fea- 
ture three hotels and convention facilities 
for 3,000 people with hotel rooms num- 
bering 2,500. It also boasts an exhibition 
area of 10,000 sq. ms and will accommo- 
date a host of restaurants, shopping 
facilities and cinemas. Projected cost is 
S$1 billion. Rahardja Centre is being de- 
veloped by Superland Development, a 
privately held company from the Harapan 
stable. 

. Taken together, the three major com- 
plexes (which are adjacent to each other) 


are betting on the convention business. 


No one seems to be sure asto how much of 
the international convention business 
Southeast Asia, particularly Singapore, 
can attract in the coming decade. Raffles 
City has begun advertising its convention 


facilities though it is not yet marketing - 


‘them. If the developers concerned have 
done any market research they are hold- 
ing the results close to their chests. How- 


. ever, one insider told the REVIEW: “The 
whole edifice has been built on the high 


expectations of the late 1970s. The Philip- 
pines had failed in the convention business 


and we thought, being more efficient, we. 


could make a go of itin the 1980s." 
, Despite: the expensive hotels and other 
rastri anila; the Philip- 
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Which company to invest in, when to buy, when te $ 
questions which are very difficult for the private inves 
answer with any certainty. We at PFC can offer a very 
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Britannia American Smaller Companies 


Dollar Fund + 77.64% + 139.1% 
Dow Jones industrial index + 43.77% + 48.75% 
Standard and Poors 500 Index + 50.68% + | 97.11% 
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g offered, a full-fledged rate war may | 


| — bein “the offi ng in a couple of years. More 
- important, the viability of a significant 


part of the hotel industry may become 
doubtful. According to industry sources, 
B the break-even point for hotels without 


gency. Well-managed and fully amortised 
otels could break even at 50%. By 1986, 


— with the majority of the hotels built since 


1980 in a period of high development 


costs, interest payments on most would be 


crippling. This in turn would necessitate 
very high occupancies or tariffs for such 


hotels, an unpleasant Catch 22 situation in 


a period of low tourist growth. 
The financing of the three new major 
hotel complexes is a case in point. When 


* Raffles City was on the drawing board in 
— the mid-1970s — the land was bought in 


1972 at a modest S$25 million — the plan- 


— hers envisaged an outlay of S$500 million. 
— Now, construction costs are estimated at 

— S$1 billion. For Marina City the cost pro- 

_ jection has gone up from S$6-700 million 


in 1978 to S$8-900 million in 1981 and 


— stands at S$1 billion now. Rahardja 


~ 
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— Centre's costs have shot up from S$800 


million in 1981 to S$1 billion. Further up- 
ward adjustments may be in the offing by 
1986-87. 

These are merely construction costs; 
the interest charges on such outlays could 
turn out to be staggering. Senior execu- 


tives of the three companies concerned 


were cither unavailable or unwilling to 





Singapore: “You must get to Singapore, 
at least once in a lifetime,” said a very 
popular Hindi song in the early 1960s. The 
tune was catchy and the words were less 
than weighty, but the message had an ap- 
. The songwriter probably never set 

t in the Lion City but he was evoking a 
charming image of the 1950s or earlier. 


—.. Singapore in those days was a melting pot 


for several ethnic groups — a strange acci- 
dent of history full of the sights, sounds 
and smells of the Orient under a layer of 
British colonialism in the tropics. The 
right package for a tourist destination. 

Organised tourism really arrived in Sin- 
gapore only in the mid-1970s, long after 
the British had departed and while the is- 
land republic emerged as a modern city- 
state. From I million tourists in 1974, arri- 
vals leapfrogged to 2 million in 1978 and 
since then visitors have outnumbered the 
local population, which has been reined 
in by a vigorous family-planning pro- 
gramme. Out of every S$10 (US$4.70) 
earned by Singaporeans, S$1 is derived 
from tourism and related sectors such as 
hotels and shopping. 

Although glossy travel brochures still 
lure the traveller with Singapore's tradi- 
tional attractions, these are fast disap- 
pearing. The famed Chinatown has been 
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Orchard Road tourist area: Catch 22. 





discuss the breakdown of the total financ- 
ing packages. However, analysts estimate 
the Raffles City total outlay to be in the area 
of S$1.4 billion. Construction will cost 
around S$1 billion and around $$350 mil- 
lion will be needed for interest charges up 
to 1986. There are also architects’ fees, 
and other expenses. The equity element in 
Raffles City is S$281.75 million, while that 
of Marina Centre is S$200 million. After 
the Raffles City complex opens at the end 
of 1985, the S$1 billion-plus debt (total 


_ After the wreckers' ball, 
only the memory lingers on 


reduced to a few neglected lanes hemmed 
in by high-rise office buildings. The wrec- 
kers' ball has taken its toll on Serangoon 
Road, the Little India of Singapore. Al- 
most all the Malay kampungs have long 
since made way for public housing estates. 
The heritage of old Singapore lives only in 
exhibitions, picture albums and the fading 
memories of the older generation. 

However, as tourists still keep pouring 
in, the negative impact of creeping moder- 
nisation on tourist spots has not concerned 
Singapore's leaders, whose buzzwords are 
growth, productivity and high technology. 
Business has been good because Singa- 
pore is still a relatively good shopping 
venue. As prices rise, though, even that 
attraction is fading fast. 

But as tourist growth plunged from 
10.4% in 1981 to 4.5% last year, the travel 
industry became worried. Concern grew 
to near panic as tourist arrivals recorded a 
fall of 1.7% by June this year. After all, 
some US$3.6 billion has been invested in 
the hotel sector and this amount will at 
least double by the end of 1987. Add to 
this the investment in the retail sector — a 
lot of which is aimed at visitors — which is 
estimated to be at least a quarter of the 
money sunk in hotels. 

To bolster the industry, the Singapore 


f AX ; e pe 
Re to cover operating costs plus finance 
charges on the basis of 50% occupancy. 
Similar. calculations apply to Marina 
Centre and Rahardja Centre, analvsts 
say. 

With such construction and interest 
costs, the three new major hotel com- 
plexes would have to charge more than 
S$400 per room per night in 1986-87 just to 
break even. The current rates in luxury 
hotels (before discounts) are about S$220 
a night. With projected occupancies of 
50% in three years’ time, and the resultant 
rate cutting, it is doubtful these hotels 
would be able to attract such high-paying 
customers, 

As one insider familiar with the opera- 
tions of the three new major hotel com- 
plexes told the REVIEW: "These com- 
plexes are not going to be cash cows for à 
long, long time to come. Not that these 
may not make marginal profits in the 
1990s, but they should be seen as invest- 
ments for the early 21st century." The 
statement amply reveals the financial 
strains these developers will be under in 
the period between 1986-87, when the 
hotels open up, and the end of this cen- 
tury. 

With such sombre predictions the ques- 
tion arises: will these massive develop- 
ments be built on time? Construction of 
Raffles City and Marina Centre has pro- 
gressed on schedule while Rahardja 


Tourist Promotion Board (STPB), a 
statutory body, has taken several mea- 
sures which may be too little, too late: 
» Advertising expenditures of hotels 
openly offering discounts of 30% and 
above are being subsidised by the STPB. 
> Other official subsidies on advertise- 
ments go to airlines offering Singapore as 
a stopover for group tours and department 
stores which advertise their discount sales 
in regional publications. 

> A joint tourist promotion council has 
been formed with Malaysia to offer Singa- 
pore as a shopping destination and 
Malaysia as a place to relax. Travel agents 
encouraging such joint packages are also 
to be subsidised. 

While these measures show an aware- 
ness of the problems by the industry and 
the government and are in line with the 
productivity-oriented ethos of Singapore, 
the protagonists of these policies play 
down the fact that Singapore is no longer 
the tourist delight and shoppers' paradise 
it was. 

It has become commonplace to hear 
tourists say that cameras, watches and 
electronic gadgetry are no less expensive 
in Singapore than in the United States. 
Even before the precipitous fall in its cur- 
rency since the middle of 1982, Hongkong 
had retail prices lower than those in Singa- 
pore, industry sources concede. Shoddy 
goods, including brand-name imitations 
made in Taiwan and Hongkong, are 
routinely sold at a premium in Singapore. 

Are the retailers making too much pro- 


Centre, the late starter among the three, is 
still at the foundation stage, Raffles City's 
strong point, apart (rom being the first to 
come on stream, ts)its firm support from 
"Singapore Inc." In.;addition to major 
local banks, Marina Centre has managed 
to get strong equity participation from the 
three hotel operators and other big-name 
regional investors. 

Rahardja Centre is the only one of the 
three which has to rely mainly on the 
strength of one developer, the Harapan 
group. While Hendra is à resourceful 
businessman with strong connections in 
Jakarta and among Overseas Chinese in- 
vestors, his dependence on outside financ- 
























TOURISM AND HOTEL 
OCCUPANCY 


PROJECTED OCCUPANCY 
RATES 


| Arrivaisgrowth | 3%pa | 6% | 10% 


1982 76.8 79.0 82.0 








Source: Hoare Govett (Far East) 


fit? No reliable figures on retail margins 
are available as most retail outlets are 
either privately held or are branches of 


foreign multinationals. Publicly listed 
firms do not generally give detailed break- 
down by profit centres. However, high 
rentals or prices paid by shops in choice lo- 
cations have undoubtedly affected retail 
margins. The Japanese department store, 
Isetan, on Orchard Road, reported a 31% 
drop in profit to S$9.25 million in the first 
half of this vear. Analysts expect other 
prestige retailers such as C. K. Tang and 
Metro Holdings to report reduced earn- 
ings for the first half and later for the 
whole of 1983. 

Another factor affecting the travel in- 
dustry is the strength of the Singapore dol- 
lar, which has been kept high as a matter 
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ing is greater than that of the other two. 
With local banks heavilv committed to the 
other two projects, the Harapan group 
will have to seek most of its funding from 
abroad. 

Hendra and his senior executives have 
recently been touring Western Europe 
and the United States, probably to gener- 
ate the necessary finance. While the Hara- 
pan group is confident of completing con- 
struction on time, some analysts suggest 
the project could be delayed. Given the 
impending glut, some of the smaller new 
hotels could also be delayed and the gov- 
ernment may well allow such tardiness. 
Existing hotels which may have plans for 
expansion in coming years may have to 
think twice. 

Smaller hotels which are less well man- 
aged and those that are located even 
slightly away from the main tourist and 
shopping belt will be among those particu- 
larly hard hit. Hotels which are not part of 
chains with international networks bring- 
ing large tour groups will be the second 
category to come under severe strain. 
Those that cannot 
indulge in hefty dis- 
counting because of 
high financing bur- 
dens are also likely 
to do badly. Some 
of them may even 
be forced to sell 
out. 

— V. G. KULKARNI 







of policy by the gov- 
ernment. This has a 
direct bearing on 
hotel rates and local 
wages. But as al- 
most all foodstuffs 
and consumer goods 
are imported, the 
strength of the cur- 
rency should also work to the advantage of 
Singapore. The chairman of the Singapore 
International Chamber of Commerce was 
probably closest to the truth when he re- 
marked in June that while a strong cur- 
rency has benefited the economy, these 
benefits are not being passed on to the 
consumer. 

Singapore's hoteliers and high-priced 
retailers may not worry too much about 
the average consumer because their atten- 
tion seems to be focused on FIT (fully in- 
dependent traveller) business, which in ef- 
fect means the business visitor on com- 
pany expense. However, the proportion 
of business visitors has gone down from 
15% of total arrivals in 1971 to 12% in 
1981. The steep increase in hotel rates in 
the past two years has forced many regular 
business visitors to take up service apart- 
ments on a monthly basis. 

Faced with a massive oversupply of 
hotel rooms and the prospect of fewer 
tourist arrivals, unless Singapore's hotels 
and shops reduce their prices either by 
lowering tariffs or cutting margins, the 
tourism industry as a whole is set for hard 
times. — V. G. KULKARNI 










Building 


an orderly 
loan base 


for banks 


Singapore: Financing of property is an 
important aspect of banking in Singapore 
because about a quarter of alllending goes 
to that sector. Stockbroker Hoare Govett 
(Far East) has estimated that more than 
60% of all bank loans are secured against 
property. According to official statistics, 
bank loans to building and construction 
rose almost 10-fold in the 10 years to the 
end of 1982 to about $$ billion (US$1.88 
billion) and in thé meantime, housing 
loans by finance companies rose about 
fivefold. 

Five major local banks — Oversea- 
Chinese Banking Corp., United Overseas 
Bank, Overseas Union Bank, Develop- 
ment Bank of Singapore and the Tat Lee 
Bank — dominate the property lending 
scene with some long-established foreign 
banks such as Citibank, the Hongkong 
and Shanghai Banking Corp. and the 
Chartered Bank running as distant sec- 
onds. Other foreign banks lacking a big 
local deposit base have traditionally been 
involved in end-purchase financing. of 
property. Even among merchant banks, 
the active ones in property tend to be 
those with connections with the five. 

Generally, the property market in Sin- 
gapore tends to be more orderly than, for 
example, that of Hongkong. In the ab- ' 
sence of a countrywide credit-information 
bureau, new foreign bankers do face risks 
in lending, especially in trade finance: the 
most publicised case this year was that of a 
local cane-furniture manufacturer who 
succeeded in borrowing S$53 million from 
25 different financial institutions without 
most of them being aware of the risk to 
which they were exposed. However, there 
have been on such cases known in the 
property sector, where documentation 
tends to be thorough and extensive. For 
one thing, most of the major developers 
(which are few in number) are well known 
to the banking community. 

Secondly, the land for most major pro- 
jects is sold by the government through 
the Urban Redevelopment Authority 
(URA). Detailed building plans have to 
be submitted by prospective developers 
along with their bids to the URA. Nor is 
the highest bidder assured of the contract 
because the URA pays particular atten- 
tion to building designs and the quality of 
workmanship planned by the tenderer. 
The URA not only ascertains the capacity 
of a developer to complete a project but 
also insists on timebound progressive pay- 
ments for the land by the developer. Thus 
shell companies and hidden syndicates are 
easily eliminated. 

The developer's stake in the long-term 
viability of a project is ensured by the 
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e cost of land in many cases averages 
nd 50% of the total cost of a project in 
RA sale i in the Central Business Dis- 
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s not clear to what extent banks lend 
to property companies or construc- 
ontractors with shares as collateral, 
h it is likely that during the 1980-81 
such practices could have found 
r with banks. 

san alternative to bank term loans, 
ich usually carry interest of at least two 
centage points above prime lending 
s on a floating basis, some enterprising 
rty firms have issued long-term loan 
in recent years. United Overseas 
d was the first to raise S$90 million at 
on eight-year loan stock in 1980. This 
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pore: As the biggest landlord in the 
try, the Singapore Government 
dles the local property scene like a 

us. In conjunction with such statut- 
bodies as the Housing and Develop- 
t Board (HDB), Jurong Town Corp.. 
of Singapore Authority, Public Util- 
Board and Sentosa Development 
rp., the government owns two-thirds of 
otal land area and has a monopoly on 
nd reclamation. 


ase. Already about 70% of the popula- 
on lives in government- -built housing. 
ith the declared aim of providing ac- 
om moda 





s for most of the people on this land- 
jarce island, the HDB will be in business 
ir a long time to come. The. government 

9 has a stranglehold on domestic sav- 


lent Fund (CPF) — the only retire- 
benefit scheme for most people. 
finances HDB programmes. - 
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barely 20% of current levels. 


ii the same, banks will continue to be 


the major source of funds for property | 
companies. The extent of bank lending. 


will inevitably depend on the size of the 
projects. But in some of the billion-dollar 
schemes equity funding is lower than the 
developer's usual 50% — in terms of land 
value. While this is ambitious on the part 
of developers and perhaps risky for the 
lending bankers, it should be noted that 
many of these very projects have equity 
and/or support from government agencies 
ea big local banks. 

In addition, such projects also tend to 
have significant equity participation from 
reputable overseas investors, mainly from 
Japan and Hongkong. | 

Moreover, developments are taking 
place under the watchful eye of the 
Monetary Authority of Singapore (MAS), 
the republic's quasi-central bank. In the 
past couple of years, the MAS, despite its 
proclaimed aim of self-regulation by the 
financial sector, has become more strin- 
gent in enforcing its guidelines. The MAS 
routinely inspects bank-loan portfolios 
every year or two and points out unsatis- 
factory lending to the banks concerned 
and requires them to correct imbalances. 
The fate of many a developer could hinge 
on the result of the inter-play between 
banks andthe MAS. _.v. G KULKARNI 


and construction industry since the 1960s. 
By 1971 a master-plan for land utilisation 
for the whole island was drawn up. Al- 
though this plan has been amended in the 
light of changing conditions, it generally 


follows long-term manpower policies 


whick project the country's population to 
reach 3 million by the end of the century 
and to stabilise at around that figure a 
couple of decades later. The scope for pri- 
vate property development is confined 
within this overall framework. | 
Even on privately held land, deve- 
lopers do not have a free rein. Under 
the 1973 Land Acquisition Act, the gov- 
ernment can repossess private property to 
suit the needs of the master-plan. Com- 
pensation for such acquisition is paid at 
the prices prevailing in November 1973 — 
Con- 
sequently, the rights and advantages of 
private ownership. are subject to what the 


| authorities perceive as over-riding na- 


tional interests. Parts of such land; mostly 


| in the urban area, are then released by the. 


rban Redevelopment Authority (URA) 
ich higher prices to priv ate develop- 
r government agencies, » a 


-plan fequemeqi una i pro! 


j| The powers of the Ministry of National | t 

| Development are supreme in m 

aurban planning. If changes are mad 
aste 
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The process gotiating with the 
ministry to reduce charges which the de- 
veloper considers too high can be time- 
consuming. Work on Great World City, a 
residential and commercial complex 
worth $$200 million (US$93.9 million), 
was held up for nearly two years until this 
August when the authorities gave their 
final verdict after two reviews of the deve- 
lopment charge. 

Even after buying the land from the 
URA and getting the plans approved, the 


developer is still at the mercy of the URA. 


Penalties for delay in completion can 
range up to 2% a month on the cost of the 
land, which itself can be as high as half the 
total outlay on a project. In extreme cases 
the URA can even repossess the land and 
the incomplete construction on it without 
compensation. 

The building of Singapore's Mass Rapid 
Transit (MRT) rail system will also affect 
indirectly the fortunes of some develop- ` 


LETS: Prope rties close to MRT stations will 


be sought after, while those away from the 
stations — even in the CBD — will be- 
come less attractive. Most of the financing 
for the MRT is to come from URA sales of 
reclaimed land which should give the gov- 
ernment a vested interest in keeping land 
prices high (REVIEW, June 11, '82). But 
most observers feel the government will 
not actively encourage high prices for 
URA land if it senses the property market 
is becoming overheated. 

In any case, the government has more 


than enough reserves to fall back on to 


fund the MRT. The Treasury is not too de- 
pendent on land sales for its revenues. For 
instance, in the period 1979-82, UR A land 
sales brought in $$2.6 billion or only 9.1% 
of the total budgeted revenues worth 

5328.1 billion. In contrast, the Hongkong 
Government has routinely relied for more 
than 3076 of its revenues on land sales. 

The most important weapon in the 
hands of the government to curb excessive 
speculation in property is legislation. The 
1973 Residential Property Bill barring 
foreigners from owning residential prop- 
erty — since partially lifted — was the 
result of unbridled speculation by foreign- 
ers, especially Overseas Chinese. The 
1979 Commercial Properties Act and the 
subsequent 'ndment in 1980 arose outo 
| to regulate the sale and pur- 
chase of commercial property in the wake 
of many ‘complaints by affected parties. 
The progressive payments laid down by 
the act not only protected buyers but also 
forced developers not to depend too heav- 
ily on’ advance payments by prospective 
purchasers. to finance the development 
costs. 

Some critics hold:that these laws came 
eculators had made 
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The American Express Card. 
Don’t leave home without it. 





WESTIN HOTELS 





For reservations, please call your travel agent or telex the Westin Hotels in Hong Kong — 36718 SHALA HX, 
Manila — 40443 FILPLAZA, Seoul — K24256, Singapore — RS21-505 and Tokyo — 232-4028. 


PHILIPPINE PLAZA 
AT 40% OFF! 


The Midyear Bonus is Back! 
June 1-September 30, 1983 


The Philippine Plaza brings back 
the Midyear Bonus, now on its 
4th fantastic year! 40% off on 
published room rates! 








A one-of-a-kind offer from the 
one-of-a-kind hotel. Come, share 
in this great Westin tradition. 


S 


WESTIN HOTELS 
Philippine Plaza 
Manila’s only seaside resort. 


* Subject to availability. Not applicable to previously 
confirmed group rates. 

For reservations, call your Travel Agent, 

the Westin Hotel in your city or Philippine Plaza 

832-0701. Cable: PHILPLAZA. Telex: 40443 





e 
short- 
cut to 
tradin 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
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FILPLAZA. indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 


in China. 





ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine, 


- 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 


H0908CTR4M 


"X 
* s 
LA 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 


SEE EEE EERE EEE EEE EEE EEE EER EEE ROR Re Oe 


QI nectcnnoxenycconvetistn DUI wi ntancctencissoness 
"Philippine Plaza’s Midyear Bonus has me back again!” Annual subscription rates: 
HK$1,750 M/S$540 US$250 £155 A$285 
Sent airmail anywhere in the world. 


——— M e OE MIR URP CR E 
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Canon Personal Cartridge Copiers. 


E Until now, making copies 
usually meant interrupting 
ee your other work, making 
| special trips to the copier, 
€ and waiting in line. 

But the Canon PC-10 
and PC-20 have changed 
all that. They're the world's 
first personal cartridge copi- 
ers — so small and light, they'll even fit on your desk. 

SO now you can have a copier on hand right 
where you want it, right when you want it. 

To make quick, easy work of just about any copy- 
ing job you might have — confidential or general, 
business or social. In addition, the PC-10 and PC-20 
are so revolutionary in design, they're virtually 
maintenance-free. 






CANON INC. TOKYO, JAPAN Hong Kong: Jardine Marketing Services Ltd 
Bombay 400 021 Indonesia: PT SAMAFITRO, JI. Ir. H. Juanda Ill/27 
572115 Nepal: Commercial Enterpnse (P) Ltd., PO. Box 148, Kathmandu Tel 


Co.. Ltd., 178 Sec. 2, Nanking E. Rd 
1/7 Convent Rd., Bangkok Tel. 235-0156 


~ — 





| For furtber 


World Trade Centre, P: 
A/B, Jakarta Tel. 356621 Malaysia: Guthne Sendinan Bhd. (Guthne Trading) 
21072 Philippines: Datagraphics Inc 
Agencies Ltd.. 209/9 Union Place, Colombo-2 Tel. 598706 Singapore: Canon Marketing Service 





Canon's done it with a unique new system that 
puts all the important copying elements — photo- 
sensitive drum, developer unit, and toner — inside a 
convenient cartridge good for about 2000 copies. 
When it's used up, you simply replace it with a new 
one. You even have a choice of three different 
colors — black, brown, or blue — just by changing 
cartridges. No other copier is as compact, easy-to- 
use, service-free, or affordable. 

Canon Personal Cartridge Copiers. You can't get 
any closer to instant copies. 


Canon 


Personal Copiers 





Box 30748 Tel. 5-7909011 India: Chowgule Industries Ltd., Bakhtawar, Nariman Point, 
17 Jin Semangat, P. Jaya, Selangor Tel 
PO. Box 1524, MCC Metro Manila Tel. 85-50-11 Sri Lanka: Metropolitan 


5 Pte. Ltd, 2 Alexandra Rd., #04-01A, Delta House Tel. 273-5311 Taiwan: Ability Enterprise 
Taipe: Tel. 5213366: Ability Business Machines Co. Lid.. 111 


sec. 2, Nanking E Rd. Taipei Tel. 5314335 Thailand: FMA Corp. Ltd.. Sibunruang 2 Bldg., 
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| -the mundane. 


"died diy 186, 000 0 of Hong Kong’s 
. most thoughtful people turn to 
the Post as the single most 
authoritative source of local, 
regional, and international. news. 


There s simply. no better 
vantage point. 





OWE MEAN THE WORLD 10 JHONG KONG. . 





For further information: about ddverising Tow write: Bryan Robinson, Abena Manager, Sonthi China Morning Post, 
G.P.O Box 47, Hong sme or r phone. 5-620156. ; | 








Whenvoulearntofly in PNG 
"Uwe wnat 


The world's best 
flying school. 

In a country 

which is largely 
covered by rugged 
mountains, broken 
by turbulent rivers 
and coated in jungle, taking the 
shortest possible route between 
two points has very special 
attractions. 

Not surprisingly, flying has been 
the preferred, and often the only, 
transport in Papua New Guinea 
for over fifty years. 

As a national as well as an inter- 
national airline, Air Nuigini 
services twenty destinations at 











places them among 
the world’ most 
experienced pilots. 
Whether you're 
flying to Kieta in 
an F28 or jetting 

to Hong Kong in 
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home as well as ten overseas. 
Though there are still countless 
small strips in PNG accessible 
only to small planes, Air Niugini 
handles some remarkably short 
hops-notably the 12 minute flight 
from Goroka to Madang. To put 
it mildly, our pilots get plenty of 
practice at landing, taking off and 
coping with every contingency of 
weather and terrain. 











a Boeing 707, when you fly with 
Air Niugini, you're with experts. 


All Air Niugini pilots fly Relax and enjoy your flight. 

in PNG first. For information, schedules or 

It is company policy to recruit brochures, contact your Travel 
only highly experienced Agent or nearest 
pilots, most of them Air Niugini 
trained in Australia, Sales Office. 
New Zealand or the 

UK. All newcomers Hong Kong 





| Eugene Zau 5-24 2151 
Singapore Tan Soon Heng 2354958 
Manila Howard Lahari 864713 


begin on domestic 2 

flights and about 25% of them 

graduate after four or five years 
to the Boeing services. 


Our Boeing Captains have Y : i 
all ioed beween 9,000 and AIR’ NIUGINI 
14,000 hours flying time, which — |£ 1E nanona aime or panua won — A 


The Gulf brings 








Kuwait and the Middle East 
to Asia-Pacific 





Exporters from Asia sold over US$53 billion in 
goods and services to the Arabian Gulf countries last 
year, with more than US$10 billion coming from the 
ASEAN nations alone. 

Asian technology and manpower, providing vital 
resources for fast-growing economies, accounted for 
more: Asian contractors participated in project 
contracts worth over US$10 billion — almost one third 
of all project contracts in the Gulf countries. 

And Gulf investors placed billions more in Asian 
economies — in industry, commerce and the financial 
sector. 

Impressive numbers, and continuing evidence of 
the startling revival of centuries-old Asian-Arab trade 
links which provide excellent business opportunities for 
you. 

As a businessman, however, you know that behind 
every successful transaction, there is a hardworking, 
professional team giving backup. Efficient and responsive 
banking support has to be a key part of the action. 

The Gulf is one of the leading banks of the Middle 


THE GULF BANK : 





East. Homebased in Kuwait, we've been handling 
international business in the Arabian Gulf longer than 
most. 

The Gulf built its business on a commitment to 
service as a top priority. We believe that a bank with 
such a commitment has a simple edge: a better 
understanding of what the client wants and the full 
range of services required to build strong relationships. 

Add The Gulf to your team, and you'll get action, as 
well as our expert knowledge of the Gulf markets. This 
kind of expertise is a natural part of our service. 

Competitive and fast foreign exchange, 
professional project and trade finance, smooth 
syndications, flexible deposit services — you'd expect 
nothing less from a bank that operates around the 
clock, around the world. 

We'll complement your team with a professionalism 
that comes only from experienced management and 
commitment. 

Talk over your plans with our team in Singapore — 
your link to worldwide markets. 


, * sf ° 


Established 1960 


We're here, to help you deliver. 


Singapore Branch: The Gulf Bank K.S.C., 21 Collyer Quay #17-01, Hongkong Bank Building, Singapore 0104. Tel: 2243722, Telex: RS 22437 GULFBK 
Head Office: The Gulf Bank K S.C., Mubarak Al Kabir Street, P.O. Box 3200, Safat, Kuwait. Tel: 2449501 (20 lines), Cable: GULF BANK, Telex: General 22001 
GULFBK KT, 22783 GULFBK KT. Foreign Exchange Dept. 22015 GULFBANK FX KT, 22739 GULFBANK KT 

London Representative Office: The Gulf Bank K.S.C., 1 College Hill, London EC4R 2RA Tel: 01-248 2843, Telex: 887688 GULFBK G 

New York Agency/IBF: The Gulf Bank KSC., 520 Madison Avenue, 10022 New York, N.Y. U.S.A. Tel: 212-715-2300, Telex: ITT 425858 GULFBK NYK 
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e THE yen will continue to outperform 
most (or even all) major European cur- 
rencies through to the end of this year, 
even though it may well weaken vis-à-vis 
the US dollar. This reflects the fact that 
Japan's economic fundamentals are still 
strong, as well as recent trends in capital 
‘movements into the United States. 

Figures from Nomura Securities 
suggest that the yen is on its way towards 
replacing the Deutschemark as the alter- 
native benchmark to the US dollar. So 
far in the 1980s, Japan's average annual 
real gross national product growth has 
been about 3.4%, compared with West 
Germany's 1.4%. Unemployment in 
Japan has averaged 2.2% (though it 
reached 2.7% earlier this year), well 
below West Germany's 5.6%. Con- 
sumer price increases have been simi- 
lar, 5.2% versus 5.6%. But Japan's cur- 
rent-account balance has averaged 
-US$300 million in the black during the 
1980s, against West Germany's US$6.9 
billion-a-year average deficit this de- 
cade. 

Forecasts indicate the trend will per- 
sist: Japan's current-account surplus this 
year is estimated at around US$18 bil- 
lion compared to US$5 billion in West 
Germany. So, despite the yen's persis- 
tent refusal to appreciate much against 
the US dollar, it has risen 2% against the 
Deutschemark and 3% against sterling 
— just in the past month. 

Capital movements, too, support 
those who back the yen against Euro- 
pean currencies. West German short- 
term interest rates are 5.5% compared 
with 9.5?5 in the US. Long-term rates 
are 7.5% in West Germany (after Bonn 
lowered its official discount rate early 
this year) compared with 11.5% in the 
US. Capital outflows have thus in- 
creased from West German to US finan- 
cial instruments, and the rate of increase 
has been even faster than that from 
Japan. Japan's long-term capital outflow 
in 1982 totalled US$15 billion and for the 
first six months of this year reached 
US$6.4 billion (roughly the total for all 
of 1981). 

One reason West Germany's capital 
outflows have been greater than Japan's 
is that the Japanese Ministry of Finance 
(MoF) still has more restrictive weapons 
in its arsenal to temper the rate of out- 
flow than do most European monetary 
authorities. The MoF remains opposed 
in principle to imposing restrictions on 
capital outflows as a way to prevent yen 
depreciation, but its system of subtle 
checks and balances can still keep the 
floodgates from opening too wide. 

e THE Japanese. authorities have, 
meanwhile, taken various steps to try to 
remedy the yen's relative weakness 


LA EASTERN ECONOMIC REVIEW e SEPTEMBER 8. 1983 


The yen crawis towards a peg Md 


against the dollar. Haruo Maekawa, 
governor of the Bank of Japan (BoJ, the 
central bank), consistently has tried to 
talk up the yen (and talk down the dol- 
lar) in recent public statements. The cen- 
tral bank has also intervened, perhaps 
sopping up as much as US$3.5 billion 
this year to support the yen. When US 
Deputy Secretary of the Treasury R. T. 
McNamar visited Tokyo in August, the 
Japanese authorities were said to have 
urged that the US Federal Reserve 
should strengthenits own intervention in 
selling dollars on foreign-exchange mar- 
kets. This was to block any further slide 


of the yen. 
The MoF has also encouraged Japan- 
ese companies — including Nippon 


Telegraph and Telephone Public Corp. 
and the Japan Development Bank — to 
diversify their issuance of government- 
guaranteed foreign bonds to the New 
York market as well as the Swiss and 
West German markets. The issuance of 





wwwowrmaev "wc surplus, spells serious trouble 


dollar-based bonds in New York, the 
MoF believes, would help strengthen the 
yen by promoting an inflow of dollars. In 
the fiscal year that ended on March 31, 
the amount of government-guaranteed 
foreign bonds was about *211 billion 
(US$866.5 million), with the total for 
this fiscal year expected nearly to dou- 
ble. 

e DESPITE these efforts at the margin, 
several factors will keep the yen from ap- 
preciating measurably against the US 
dollar. Chemical Bank's foreign-ex- 
change advisory service contends that 
Japan's favourable economic fundamen- 
tals have already supported the currency 
against the dollar and that further yen 
appreciation will require either a turn- 
around in US interest rates or in Japan- 
ese domestic demand. As neither of 
these appears imminent, the bank sees 
no significant turnaround in the yen in 
coming weeks. One Chemical Bank ex- 
pert predicted that money supply in the 
US would show a new bulge this month, 
deflating some of the optimism about US 
interest-rate declines. 
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Sumitomo Bank, too, projects the yen. | : 
could fall to 3255 to US$1 quite soon, f 
especially if American interest rates rise. f 
But Sumitomo foresees a yen rate ap- - , 
preciating again to around 230 by the 
end of this year; if sustained, this could 
allow the BoJ to cut its official discount 
rate, which has been lodged at 5.5% for 
more than a year. Up to now, the central 
bank has fended off calls for a cut from 
big business and many politicians, fear- — 
ing a further spread in interest-rate dif- | | 
ferentials with the US could cause even 
greater capital outflows and an even 
weaker yen. 

The yen is thus wedged between its re- 
cord of steady appreciation against — 
major European currencies and a persis- — 
tently puny performance against the dol- | - 
lar. There must be little consolation for | - 
the Japanese monetary authoritiesin the | - 
first part of that equation, since the mar- 
ket is dominated by the second half. But |. 
at least the government can deny any at- 
tempt at yen-rigging to pro- | - 
mote exports and point to the 
yen's overall performance to — 
prove its point. | 
e A NEWSLETTER pub- 
lished since July in Tokyo, 
Japan Financial Report, pre- 
dicts a further widening of in- 
terest-rate differentials be- 
tween the US and Japan and 
thus further yen depreciation 
against the US curtency. “Un- 
disputed in Tokyo is that a 
weakening yen, combined 
with a fast-rising trade 


for Japan in relations with the West,” the 
newsletter commented. 
e THE report said investors keen on 
venture businesses have breathed new 
life into Japan's dormant over-the- 
counter sharemarket. Volume has risen 
from 150-200,000 shares a day to 
500,000, though the number of listed 
firms remains relatively tiny at 108. 
Further, the newsletter predicted a new 
battle between electronics groups Sony | 
Corp. and Victor Co. of Japan over a 
product called 8 mm. video, which is to — 
combine in one small unit a camera and | 
video recorder using 8 mm., instead of | -— 
today's 13 mm. tape. Ton 
It also said that samurai bond | 
underwriters and MoF officials are dis- 
cussing whether to allow more double-A 
issues. This follows United Tech- 
nologies’ refusal to submit to a rule for 
triple-A issuers that its equity-to-assets 
ratio remain at 30% or more. Most | 
people in the market (which allows © 
foreign entities to issue yen bonds in | - 
Japan) would welcome a revision ofsuch | - 
rules. | 
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Oil exploration off New Zealand; Muldoon: pushing more into the stockmarket 


Oil fuels a surge 


With signs of economic improvement and a rash of 
energy flotations, the stockmarket has roared ahead 


By Colin James 


Wellington: The New Zealand stock- 
market has climbed more than 50% in the 
past eight months — and analysts see it ris- 
ing higher before the year is out, despite a 
check in mid-August. On August 29 the 
New Zealand United Corp. (NZUC) 
Index stood at 913.98, compared with 
592.25 on December 31, 1982. 

The index has slipped somewhat from 
its peak of 965.14 (on July 28), falling 25 
points in the week to August 26, as a series 
of oil- and mining-company flotations hit 
the market, though several of them were 
heavily oversubscribed. As news reached 
the market of two more oil flotations to be 
made in the week beginning August 29, 
nine points were shaved off the NZUC In- 
dustrial Index and 13 points off the NZUC 
Mining Index. But the market has since 
steadied, indicating underlying strength. 

The rise started in early December 1982 
as investors began to anticipate an upturn 
in the United States economy and a con- 
sequent improvement in the New Zealand 
economy through better prices for the 
country’s (predominantly agricultural) 
commodity exports. It was fuelled by a 
huge inflow of private capital, partly to fi- 
nance the energy-based heavy-industrial 
projects now under construction and 
partly as a result of corporate borrowing 
overseas. Both developments boosted 
domestic liquidity, some of which found 
its way into the stockmarket. 

Moreover, removal of tax-deduction 
advantages in property, horticulture and 
film-making in the 1982 budget enhanced 
the stockmarket's attraction as a source of 
untaxed capital gains, More property-tax 
loopholes were closed in the July 28 
budget this year with the taxing of prop- 
erty-trust companies. 


By April, the NZUC Index had climbed 
to 700 and by late May it had reached 800 
despite high interest rates, pushed up by 
the government's liquidity-soaking Kiwi 
Savings Stock (Kiss), with rates from 
13-15% , which took in a net NZ$I billion 
(US$653.6 million) from private lenders. 
Then, when Kiss was removed in June and 
private-sector interest rates began to fall 
in July, the market surged again. On July 
21 the industrial and mining indices both 
moved 3.2% , the biggest single-day move- 
ment in the memory of traders. 

If Prime Minister Robert Muldoon car- 
ries out threats to regulate interest rates — 
which remain effectively well above the 
8% to which he lowered government tap 
stock on July 27 — it should push more in- 
vestors towards the stockmarket (though 
Kiss stock issues were resumed at 10% on 
August 24). The top 50 stocks in the mar- 
ket currently yield 5.46% on average and 
sell at eight times earnings. 


B: confidence has also been rising 
since December as economic indicators 
have begun to turn round. The quarterlv 
survey of business opinion by the re- 
spected, independent New Zealand Insti- 
tute of Economic Research showed that in 
the June quarter a net 15% of respondents 
expected business to improve in the next 
six months — the first time those expect- 
ing an improvement had outnumbered 
those expecting deterioration since 1981. 
In the December quarter a net 60% ex- 
pected deterioration. 

This confidence has been underpinned 
by an improving balance of payments — 
partly because of higher export prices and 
partly because depressed internal demand 
has dampened imports — and by expecta- 





tions of an election-year stimulation of the 
economy over the next 12 months. Inven- 
tories are low and therefore any stimula- 
tion should have a direct effect on produc- 
tion. 

Thus the stockmarket rise seems to 
have correctly anticipated an improve- 
ment in business. A study of the relation- 
ship between the stockmarket and other 
economic indicators by stockbrokers Jar- 
den and Co. in July found that the market 
and the overseas balance of payments 
tend to turn about the same time (both 
bottomed in December) and that the 
stockmarket leads retail sales by one-four 
quarters (retail sales appear likely to turn 
up in the December quarter), new-car 
sales by two-four quarters (car sales are 
likely to turn upwards from the December 
quarter) and completion of new houses 
and flats by four-six quarters (new build- 
ing permits turned upwards in May, which 
suggests an upturn in residential comple- 
tions in the first quarter of 1984). 

There is a general expectation that 
there will be a downturn in business after 
the election, scheduled for not later than 
November 1984, but that business activity 
will remain buoyant until then. This en- 
courages analysts to believe the stockmar- 
ket will hold at least through to December 
— and lower interest rates should help 
push it up even further. 

So far, the main gains have been in 
property shares (up 133% as a group since 
December 31, though losing ground con- 
siderably during August), meat process- 
ing (up 82%), where there has been consi- 
derable market activity as companies 
begin to rationalise, finance (up 66% 
though also a victim of post-budget 
doubts), forestry (up 64%), retailing and 
fuel and energy (both up 57%). It is nota- 
ble at a time when internal production has 
been stagnant that apart from meat pro- 
cessing and forestry, all the best perform- 
ers are in the non-productive or specula- 
tive areas of activity. 

Indeed, à measure of the confidence of 
the market has been its eagerness to sub- 
scribe to new mining and oil floats. Of two 
gold-mining issues (Crusader on the 
Coromandel peninsula and Sovereign on 
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oil issues (Southern Petroleum in the 
Great Souith Basin and Petro Taranaki off 
the Taranaki coast), all except Sovereign 
have attracted heavy public interest. 


Euer was heavily oversubscribed and 
its ordinary 25 NZ cent shares traded 
at from 29-35 cents on the first day of trad- 
ing on August 1. The issue was for 10 mil- 
lion 25-cent shares. Sovereign fared 
poorly, falling 12% below subscription in 
its issue of 10 million 25-cent shares on 
July 3 and took 10 days to fill. Its shares 
have traded a little below par since. 

Petro Taranaki was massively over- 
subscribed in its NZ$5 million issue on 
August 12 in conditions that evoked com- 
ments of "oil fever." Petro Taranaki has a 
share in three prospecting licence areas in 
the sea between the north of the South Is- 
land and Taranaki, including the Moki 
structure adjacent to the lucrative Maui 
gas field. It has a 6.4% interest in Moki. 
Petro Taranaki is part-owned by Cue 
Energy, which holds a 5.1% interest in 
Moki. 


Log stockpile: forestry share prices are up 6496. 


Cue also has a 10% holding in Southern 
Petroleum, formed to take a 14.5% share 
in an area of the Great South Basin, to the 
southeast of the South Island, where the 
State-owned Petrocorp Exploration is a 
partner with American Hunt Interna- 
tional and where exploratory drilling is 





due to begin this month. Southern Petro- 
leum will have a total share value of 
NZ$30 million, of which NZ$15 million is 
payable on application for shares. A pros- 
pectus was issued on August 22 and the 
opening date for public subscriptions is 
September 12. 
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MAS goes for gold 


The monetary authori 
said to have 
By V. G. Kulkarni 


he government is preparing to close 

down most of the 24 local gold-trading 
firms which have been under investigation 
since September 1982 for alleged malprac- 
lice. The Law Ministry recently sent 
copies of the findings of individual investi- 
gations to the firms concerned and though 
the government's follow-up action is not 
specified in each case, observers think it is 
a foregone conclusion that most of the 
companies will have to cease business. 

The ministry ordered the investigation 
into the firms after many complaints by af- 
fected clients and some staff members that 
the firms were involved in dubious trading 
methods. The investigating team con- 
sisted of two inspectors each from the 
Commercial Crimes Division of the police 
force and the Monetary Authority of Sin- 
gapore (MAS). 

The investigators took possession of all 
the account books and other relevant 
documents of the firms and reported their 
findings to the Law Ministry on March 11. 
Details remain unpublicised to date. The 
government in turn sent the findings to the 
firms concerned as is required under Sin- 
gapore's Companies Act before the au- 
thorities can take further action. 

At the outset of the investigation, police 
spokesmen had told the local press that 
these companies had conducted their op- 
erations in a manner detrimental to the in- 
terests of their clients, including trading 
on the clients’ accounts without instruc- 
tions and not placing clients’ orders with 


clamps down on 24 local traders 
n involved in dubious practices 


established commodities or gold ex- 
changes either locally or abroad. As the 
companies concerned speculated with 
their clients’ money — many did not even 
cover their options on exchanges — they 
suffered heavy losses in a fluctuating gold 
market, according to police officials. 

Although the 24 firms (two of which are 
full members and five associate members 
of the Gold Exchange of Singapore or 
GES) were allowed to continue their op- 
erations, almost half became dormant. 

One informed source said the alleged 
malpractices did not include trading on 
the GES. Instead, the firms placed orders 
with associates in Hongkong and else- 
where overseas. However, at least one 
firm connected with the GES is known to 
be facing legal action by the government 
because of the investigation and probably 
because of violations of the Companies 
Act in other matters. Most of the investi- 
gated firms contacted by the REVIEW re- 
fused to discuss the matter. Nor were Law 
Ministry officials available for comment. 

Some of the firms investigated and 
which are connected with the GES held a 
meeting on August 29 to discuss their situ- 
ation. And they also sought an urgent 
meeting with the GES board to clarify 
their status with the exchange. 

However, two of the affected com- 
panies — one a full member and the other 
an associate of the GES — told the 
REVIEW that neither the report nor the 
Law Ministry's covering note indicated 


they had violated any law. A spokesman 
for one commented: “We are not sure 
what action the government might take 
against us." 

The government has indeed been con- 
templating action to regulate gold and 
commodity-futures trading for some time. 
Late last year the MAS drafted a bill to 
control such trading. First Deputy Prime 
Minister Goh Keng Swee (who heads the 
MAS) told parliament in December that, 
despite the draft bill, he preferred self- 
regulation by the GES with supervision by 
the MAS. 

Early this year the GES was turned into 
a public corporation and two MAS offi- 
cials were placed on its board. In July, the 
GES amended its constitution, raising the 
financial standard for membership qualifi- 
cation, laying down strict guidelines for 
accounting practices and tightening its 
supervision over members (REVIEW, July 
21). Under the GES constitution, only 
members can deal in bullion on the ex- 
change and it is the government's inten- 


Probe targets 


a^ 24 commodity companies in- 
vestigated are: Ace Koeki ( 

pore), Agold Commodities, Bellink 
International, Broadview Com- 
modities, Bullion Dynamics, Com- 
vest, Conti Investment, Frank 
Overseas Consultants, Golden Bull 
(S), Inter-Crops Commodities (Sin- 
gapore), Intergold, Kai Fu Com- 
modities, Khong Guan Com- 
modities, Mirador Commodities 
(S), Natcom Commodities (S), 
Pivot Bullion, Seiyu, Shintoh Sho- 
hin, Sino-Welink Commodities, 
Trivest Bullion Enterprises, Uplot 
Bullion, Worthen, Yearcom and 
Yuelee Bullion (Singapore). 


SEPTEMBER 8, 1983 e FAR EASTERN ECONOMIC REVIEW 


Cue and the other principal New Zea- 
land public oil-exploration company, New 
Zealand Oil and Gas (NZOG), have fared 
well this year. Cue climbed from a low of 
17 cents to a high of 98 cents before falling 
back to 68 cents on August 26. NZOG 
went from a low of 30 cents to NZ$1.40 at 
the time of the fever before falling back to 
NZ$1 on August 26. It recovered 4 cents 
as news reached the stock exchange of two 
more impending oil floats. 3 

NZOG and United Resources Invest- 
ment Holdings jointly aimed to raise 
NZ$29 million — NZ$20 million through 
a new company, Oilfields, and NZ$9 mil- 
lion through United Resources — to pros- 
pect in sea areas to the northeast of Maui 
and in a sea area to the south of Taranaki, 
directly south of the successful onshore 
Petrocorp McKee oilwell and the Shell- 
BP-Todd Capuni gas field. Horizon Oil, 
an offshoot of privately owned Karamea 
Exploration, is seeking NZ$7.5 million to 
prospect in three fields — the Moki struc- 
ture, an offshore field to the northeast of 
McKee and another offshore field on the 
west coast of the South Island. [i 


tion that all gold-futures trading be done 
on the GES. 

Before last September's investigation 
was launched, trading on the GES ac- 
counted for only 20,000 oz a day, or about 
a tenth of total estimated dealings in bul- 
lion in Singapore. In recent months, trad- 
ing on the GES has averaged around 
70,000 oz a day and volume outside the 
GES is reported to have fallen. 

Itis not illegal to trade outside the GES. 
There is no law in Singapore banning an 
individual or firm from trading in bullion 
or other commodities either within the 
country or with firms and exchanges 
abroad. Technically, there is nothing to 
stop the 24 investigated firms continuing 
their business or reincorporating them- 
selves under another name to carry on. 

But according to one source, the Law 
Ministry has advised some of these firms 
that they have acted to the detriment of 
public interest and should wind up — pre- 
sumably voluntarily. As the source said, it 
would be a brave man who would go 
against the advice of the Singapore Gov- 
ernment. 

It would also be quite easy for the gov- 
ernment to ban the trading of bullion out- 
side the GES. When the GES amended its 
constitution, sources within the GES were 
expecting a statement from the MAS or a 
cabinet minister — though it would fall 
short of legislation — to the effect that 
trading outside the GES would not be tol- 
erated. 

However, even outside the confines of 
law, the government has sufficient re- 
sources to prevent a daring entrepreneur 
wishing to trade in commodities on his 
own. Goh hinted to parliament last year of 
administrative possibilities. The govern- 
ment, Goh said, had other means such as 
not giving licences to such firms for telex, 
telephone lines and other utilities, all of 
which are owned and controlled as state 
monopolies. 
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Bangkok Bank leads 


The Bangkok Bank, the largest in South- 
east Asia in terms of assets, has an- 
nounced an after-tax profit of Baht 662 
million (US$28.8 million) in the first half 
of 1983, an increase of 12% from the 
earnings in the same period in 1982. As- 
sisted by a large capital base plus an ex- 
tensive branch network both at home 
and abroad, lending and deposits grew 
by 24.6% and 25.4% to Baht 149 billion 
and Baht 142 billion respectively. Total 
assets rose 22.5% to Baht 192 billion 
over the same period. 

Meanwhile, Thai Farmers Bank 
(TFB), the third-largest in Thailand 
(after the state-run Krung Thai Bank), 
recorded a 13% decline in net profit dur- 
ing the first half to Baht 156 million com- 
pared to that for the same period in 1982. 
Constrained by a relatively smaller capi- 
tal base, TFB’s total assets and lending 
grew 16.7% and 17% to Baht 67 billion 
and Baht 47.7 billion respectively while 
deposits rose nearly 22% to Baht 53.9 
billion over the same period. 

At Siam Commercial Bank, the 
fourth-largest in Thailand, an aggressive 
expansion programme boosted total as- 
sets 34% to Baht 38 billion in the first 
half. Lending and deposits jumped 33% 
and 38% to Baht 25 billion and Baht 26 
billion, respectively, during the half. 
The bank’s after-tax profit for the period 
was Baht 140 million, up 6%. 

— PAISAL SRICHARATCHANYA 


Utah slows at half 


Australian coal group Utah Develop- 
ment Co.'s net profit for the first half of 
this year slipped 5.3% to A$68.6 million 
(US$60.7 million) compared to A$72.4 
million earned in the same period last 
year. Revenue during the half rose 7.1% 
to A$462.1 million, from A$431.27 mil- 
lion previously. 

Assets were again revalued during the 
half, resulting in the depreciation provi- 
sion falling to A$25.3 million, from 
A$26.1 million previously. The tax 
charge rose slightly to A$85 million from 
A$84.6 million. Dividends paid to its 
parent during the half fell to A$56.3 mil- 
lion (A$60.75 million previously) while 
payouts to its Australian shareholders 
fell to A$6.8 million (from A$7.35 mil- 
lion). — BRIAN ROBINS 


Renison steadies 


After breaking even in the first half of its 
financial year to June 30, Australian 
mining group Renison Goldfields Con- 
solidated went on to record a net profit 
of A$6.2 million (US$5.5 million) for the 
full year, reversing a loss of A$6.5 mil- 
lion in the previous year. Revenue dur- 
ing the period fell 6.7% to A$140.8 mil- 
lion, from A$150.9 million previously as 
the group's performance was hit by low 
tin prices and production quotas. Non- 





trading income fell to A$900,000 from 
A$4.6 million previously. 
Pre-tax profits stood at A$8.6 million, 
compared to a previous A $6 million loss. 
A tax provision of A$2.4 million has 
been made. Extraordinary profits of 
AS3.8 million (previously a loss of A$3.7 
million) resulted in the final profit for 
the year rising to A$10 million, a sharp 
turnaround from the previous loss of 
A$10,2 million. The depreciation provi- 
sion slipped to A$18.2 million (previ- 
ously A$19.3 million) while the interest 
bill rose to A$3.7 million (from A$2.99 
million). A final and only dividend of 10 
A cents a share has been declared. The 
annual payout last year was.5 cents à 
share. — BRIAN ROBINS 


Bougainville blooms 


A sharp rise in commodity prices helped 
Australian miner Bougainville Copper 
post a net profit of A$43.2 million 
(US$38.2 million) in the first half of 
1983, a substantial turnaround from the 
A$19.5 million loss recorded in the 1982 
corresponding period. Group revenue 
totalled A$280.4 million, up from 
A$132.7 million previously, The average 
price it received for its shipments rose to 
75 US cents a Ib (68 cents previously) for 
copper, US$445 an oz (US$347 previ- 
ously) for gold, and US$12.10 an oz 
(US$7.20 previously) for silver. 
Income-tax charges soared to A$45 
million (previously A$4.4 million) while 
the depreciation provision was boosted 
to A$31.1 million (from A$28.9 mil- 
lion). Pre-tax, the group’s first-half pro- 
fit was A$87.7 million, compared with a 
loss of A$23.9 million previously. An in- 
terim dividend of 5 Papua New Guinea 
toea (5.9 US cents) a share has been 
declared. — BRIAN ROBINS 


Toyota merger pays off 
Net profit at Toyota Motor Corp., 
Japan's top car-maker, rose 42.2% to 
1201.4 billion (US$827 million) during 
the year to June 30, the first full year of 
operations since the merger between 
Toyota Motor Co. and its marketing 
firm Toyota Motor Sales. (The compari- 
son of financial results was made against 
Toyota Motor Co's last report.) Uncon- 
solidated sales for the period grew 
27.1% to ¥4.89 trillion. The number of 
finished cars sold was up slightly (by 
0.875) to 3.18 million units. Exports 
dropped 1.1%. 

The net income resulted mainly from 
the depreciation of the yen and profits 
from invested funds which increased to 
¥99 billion. The annual dividend is to be 
¥15 (including ¥1 to commemorate the 
merger), up from the previous Y 14. Net 
profit per share was ¥83.27, up from 
¥ 70.33 previously. For the current term 
the company forecasts ¥5 trillion in 
sales, expecting a 5.4% rise in domestic 
sales. — KAZUMI MIYAZAWA 
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. Bears on the prowl again nomm 


BEARS prevailed on most Asian markets'during the period to Aug. 29. Tokyo, which 
touched successive record highs in previous periods, succumbed to profit-taking, though a 
speculative mood ran through the market. Seoul remained strapped by anxiety over govern- 
ment actions related to the Myongsong kerb-market loan scandal, which kept investors on the 
sidelines. Manila was slow owing to fears of adverse developments that may follow the mur- 


der of Benigno Aquino. 


TOKYO: Profit-taking dampened the market in an 
otherwise widespread speculative mood. Foreigners 
remained anxious about the trend of the yen and a 
possible rise in the United States money supply. 
Some construction issues were active. There were 
purchases of shares such as Kokusai Denshin Denwa 
and Arabian Oil on the rumour that political factions 
of the ruling Liberal Democratic Party were gearing 
to run up stocks in order to garner funds for the next 
general election. Margin positions rose for both longs 
and shorts, indicative of the speculative environ- 
ment. Some electricals and high-technology stocks 
lost ground. The Nikkei-Dow Jones Average closed 
at 9,172.54, down 31.21 points from the previous 
period on moderate turnover. 


ONG: i 
HONGK « Investor interest was almost en- 


tirely absent as the market drifted lower on slack 
turnover. The Hang Seng Index closed at 981.80, 
down 18.43 points in a shortened period. Aug. 29 was 
a holiday. Average daily turnover was just HK$90 
million (US$12.1 million). The one bright spot was 
the performance of new issues Evergo and Lambda. 
both of which are trading well above issue prices. 


AUSTRALIA: The Australian All-Ordinaries 


Index jumped by an impressive 14 points on Aug. 24 
in euphoric post-budget trading but later went on a 
gradual downslide as traders’ perceptions of the 
merits of the budget altered. At its closing 695.6, the 
index was still five points above the previous period. 
Offshore buyers remained a favourable factor in 
local trading though their interest appears to have 
waned. The post-budget trading peak of 708.4 points 
on Aug. 24 was the highest level the index has 
reached since June 1981. 


NEW ZEALAND: industrial and mining board 


prices moved lower with the announcement of two 
new oil-exploration floats. The funding requirement 
for the approaching oil-exploration programme is 
now having a definite impact on investors' liquidity. 
With rumours of still more floats to come, the market 
is likely to remain at this lower, less-confident level 
until the wave of speculative floats subsides. Most of 
the money is required during the next two months. 
The NZUC Index lost 23.62 points to close the period 
at 913.98. 


SEOUL: share prices dropped in five of the six ses- 
sions during the period and the composite index skid- 
ded to its lowest point since Mar. 23 as anxiety over 
the Myongsong kerb-loan scandal chilled the market. 
The index lost 3.28 points to close at 118.85 in slow 
trading. The multimillion-dollar kerb-market loan 
scandal has led to a major probe of the private money 
market, which analysts said is keeping heavy inves- 
tors on the sidelines. A halt in Myongsong's con- 
dominium and resort-complex construction sparked 
steady losses in construction issues, Shares of the 
Commercial Bank of Korea, where Myongsong's 
kerb loans were illegally handled, lost Won 70 (9 US 
cents) to close at Won 810. 
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AUSTRALIA 
SINGAPORE: Prices dipped in speculative trading 




































and Fraser's Industrial Index closed at 5,571.85 on Aust. All-Ordinaries Index 
Aug. 29, down 32.25 points on the period. Other | Aug.23 6t 
than some disappointing interim results from small | Aug.24 n 
counters such as Isetan, Intraco and National Iron eaa z 
and Steel, brokers could not point to any specific AUG. 29 5! 
developments dampening the market. In the five-day | Change on week +0.7 
period, a total of 83.54 million shares changed hands ipie aged 
with a daily average of 16.71 million units. A$ — onweek | 
Amati 259 23 
KUALA LUMPUR: The market continued its ie o fan tiae 
cent uptrend with Fraser's Industrial Index closing at | ANZBank 476 "38 
3,692.61 on Aug. 29, up 22.91 points. A bullish cen- | 45an cons ma i A 
tral bank report on the economy's performance dur- | «ew 223 +32 
ing the first quarter underpinned sentiment; gener- cg RN iv es 
ally firm prices of palm oil and rubber helped too. | sramoiesing 2.68 «04 
Selected situation stocks fared better than the rest. A | 27^... dor LIES 
total of 50.27 million shares changed hands in the | cic 278 +22 
five-day period, with daily turnover averaging more EMITE ap de 
than 10 million units. Canales 325 38 
CSA 424 10 
TAIPEI: Prices declined steadily for much of the | ez" ea ced 
period as the market failed to break away from the | S#esminon pain d 
forces behind the recent correction. Given the gener- ons INES pe -04 
ally positive signs that the economy continues to ICI Australia. 203 10 
strengthen, analysts were hard put to explain the de- | iussu yn m 
cline. The weighted index once again fell below the | er€mporum 162 +19 
700-point level and closed the period at 699.50, down | 5279s X 
17.9] points. Paper and cement issues led the de- | PionesrConcete 1.58 06 
cline. Turnover continued on a weakening trend, | 5" Prio sate 
averaging NT$685 million (US$17.11 million) a day. | tromasNatonwise Tras — 207 «05 
Western Mining 494 14 
BANGKOK: Prices went into a mild retreat follow- nga Y^ s 
ing a sudden lapse of confidence by some investors | Woswonhs 247 +60 


reacting to news that interest rates might have to be 
lifted by one percentage point owing to the recent 
tightness of money markets. Banking sources, how- 
ever, indicated that a rate boost was not likely. Also. 
local interest rates were cut only in July and the cur- 
rent tight conditions would have to be studied care- 
fully before any change were made. At the stockmar- 
ket, the scoreboard for the week was heavily in 
favour of the bears. Cements bore the brunt of the at- 
tack. Average daily turnover was Baht 24.1 million 
(US$1.05 million). The Book Club Index posted a 
loss of 1.58 points to close at 129.94. 


HONGKONG 


Hang Seng Index 


MANILA: Prices of mining shares took a clobbering 
owing not only to bad economic news, but also to ap- 
prehension over likely developments following the 
assassination of former senator Benigno Aquino. 
The price of copper in the world market dropped, at a 
time when local miners Acoje Mining and Black 
Mountain were seeking government protection 
against creditors who plan to institute foreclosure a ar ts 
suits. Also, monetary officials found it necessary to HONGKONG 
assure emergency central-bank advances to banks, 
acknowledging greater than normal withdrawals 
from both peso and dollar deposits by people worried 
that Aquino's murder might lead to serious distur- 
bances. Only 274.8 million shares worth P 16.8 mil- 
lion (US$1.5 million) changed hands, with the bulk 
representing unloading. 
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9,169.18 
9.147 34 
9,143.07 
9.145.54 
9,158.61 
9,172.54 
0.34% 
Aug.29 “change P'e 
onweek ratio 
— 450 
065 159 
^15 76.3 
-10 459 
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85 28 6 
38 236 
06 29 5 
18 255 
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43 390 
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31 325 
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Sanko Steamship 230 +13 — 
Sanayo Prarm 774 +18 238 
Sanwa Bank 500 -— , 904 
Sewsuw Prefab Homes 628 «05 157 
Sharp 1430 27 * 380 
Stvsendo 1100 -68 209 
Som 6 | 3350 +03 as 
Sumitomo Bara 500 - 155 
Tasa Const j 220 ^14 125 
Takeda Chem B43 +10 26 
Tomo Marine ano F «e 468 1s 290 
Tokyo f wc. Power 973 02 197 
Toray 424 30 380 
foto |. | ARA 12 211 
Toyo Kogyo 404 24 136 
Toyota Motor 1160 25 139 
Yamaha Motor 511 os — 

















Aug. 23 936.97 
Aug. 24 = 931.99 
Aug. 25 922 98 
Aug. 26 913.66 
Aug. 29 913.98 
Change on week -2.52% 
Aug- 29 "change S5 
N25 onweoh yield 
Ales Harvey 380 13 58 
Brieriey 420 -23 24 
Caner Hon 305 32 36 
Domimon Brewenes 1! 56 3! 64 
Fetes ' 56 24 59 
Fletcher Chameoge 245 -32 69 
Lion Boewenes 215 57 58 
NZ Forest Products 420 34 57 
NZ Ov ana Gas 105 250 — 
NZ South Brush t15 42 65 
NZ Steel 305 - 59 
UEB Inaustres 1 55 66 81 
Waitaio NZA 330 38 64 
Wate 235 21 51 
200 -— - 
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PHILIPPINES 


Manila Mining Index 





Aug. 23 1.422 41 
Aug. 24 1,430.42 
Aug. 25 1,376.70 
Aug. 26 1.356 66 
Aug. 29 1.344. 63 
Change on week -5.20% 
Aug.29 “change 5 
Peso onweek yleid 
Acoye Mng 
Anas B 32 00 72 
Raguo Goa-B 0002 2H 6 
Fá.-Am 
Ferat Hokiings 6 20 46 1&9 
Lepanto-B 0 11 a3 
Marcopper 119 = - 
Marindugue-8 - - 
Piven -B 019 50 2 
PLOT 36 50 39 133 
Pru Overseas 0014 176 10 
Poneer-B - - 
Podco 8 0.0016 231 
San Migue- B 22 00 - Aa 
W Vinoo A 





SINGAPORE 


Fraser's Industrial Index 


Aug.23 . 5,611.00 
Aug. 24 5,599.27 
ee 82 
NEL E LL nitidis: DATA 
Aug. 29 5.571 85 
Change on week - 0.58% 
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SOUTH KOREA 


Daewoo Heavy ind 
Dong-A Corsructon 
Gold Star Cate 








Han Yang Corp 

Harul Bani 

Hyundai Corp 

Korea Ov Holding 

Korean Airlines 

Lucky Ltd I 
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Samwthan Corp 676 00 55 TA 
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Weighted Index 





Aug. 23 718.84 
Aug. 24 709.67 
Aug. 25 705.78 
Aug. 26 707.17 
Aug. 27 707.54 
Aug. 29 699 50 
Change on week -2 5096 
Aug.29 “change % 
NTS onweek yield 
Ama Cement 26 50 26 19 
Cathay Cons 27 10 07 Bt! 
Cruna Rena 11 20 26 -— 
Chung Hwa Pup 19 30 40 26 
Chung Stung Tessie 12 90 30 -= 
Far East Tertio 15 50 25 26 
Formosa Plast 28 10 24 29 
Nan Y a Plastic 25 90 25 27 
Taiwan Cement 22 20 22 27 
Tatung 14 90 32 34 
USI Far East 27 70 21 72 
Yue Loong Motor 15.90 66 — 


Aug. 23 131.54 
Aug. 24 131.69 
Aug.25 | |. —— IO 
Aug. 26 130.53 
Aug. 29 129.94 
Change on week -1.20% 
Aug-29 “change % 
Bah! onweek — yleld 
Rangan Bane 270 00 15. 133 
Berh sucker 427 00 09 70 
‘FCT 151 00 13 ag 
Jao minan Cemen 180 00 43 59 
Rama T ower 50 00 10 — 
Sam Carment 383 00 15 61 
Serm Sua 460.00 40 - 
Tha Farmers Bare 26A 00 -— ue 
Thun Glass 287 00 - 70 
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COMMODITIES 


Buying and selling rates where available (Aug 29. London Aug 26) 
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Fixed-interest bonds (USS) 
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The first American bank to place 
bankers in all seven of these critical energy 
capitals. Energy bankers that work from the 
North Slope through the Overthrust Belt of 
Colorado, south across the Gulf of Mexico, 
and throughout all of Latin America... 
Energy bankers who span the globe from 
the North Sea to Australia. We're there. 

From project and production finance 
through trade finance, in oil, gas, coal, geo- 
thermal and minerals, we've been involved 
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And we have the experience, the exp 
tise, and the assets of over 41 billion dollars, 
all poised in key energy capitals. 

As the only bank system covering all 
eleven western states, and with offices 
worldwide, we're ready to work with you, 
from search to sale. Anywhere in the world. 
Call your nearest First Interstate Bank office. 


Member FDIC 


bus Interstate Bank 
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Meet the President.: 


Luxurious rooms, restaurants and bars plus first class facilities 
are the boast of all international hotels. 

Of course, we have them. 

But at the President, we also believe it's personal service that 
makes your stay more pleasant. 

And our Executive Express Service means your business will 
be done smoothly and efficiently. 

Meet the President. 


PRESIDENT HOTEL 
Where personal service really counts. 


9 Teh Hwei Street, Taipei, Taiwan, 104 ROC 
Cable address: Presdent Taipei 
Phone: (02)595-1251 Telex: 11269 TP 


Instant reservations through: 

Koma Hotel Representative Int'l Ltd., 
Tokyo. Tel: (03)2123911 

Coa Steigenberger 


SRS) MSS t. i ; 
BS Reservation Service Worldwide 


Tokyo: (03)5918012 
Or vour nearest SRS Office 


u) Utell International 


HK: 3-679111 Singapore: 475-8433 
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WWF Kojo Tanaka / BCI 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Recut 


Advertisement prepared as a public service by Ogilvy & Mather 





VOEST-ALPINE 
The plant builder 
who offers triple security 


p" 


INDUSTRIAL SERVICES: | TRADING: 
Training & techhical™ Rs Marketing of pröōducts 
assistance to secure . d of our clients to secure 
optimum operation of he pay-back ofthe 
the plant 


ENGINEERING/ 
CONTRACTING: 
The precondition for an 
excellent plant 


VOEST-ALPINE AG 
INDUSTRIEANLAGENBAU 


Postfach 2, A-4010 Linz/Austria VOEST—ALPI NE 
ALE g- 3m i wieg: 


Tel. (0732) 585-1 





BOOKS EXTRA 


TRAVEL 


Guides along the middle path 


Hongkong by Ruth Lor Malloy, Singa- 
pore by Evelyn Sebastian, Sri Lanka 
by Frena Bloomfield. South China 
Morning Post, Hongkong. HK$45 
(US$6). 


HONGKONG'S South China Morning 
Post group, though it has a large book- 
publication division, has in the past largely 
confined itself to books 
about Hongkong for sale 
mainly in the territory. But 
these three books are the 
first of a series of Post 
guides which will cover 
most of Asia and will be on 
sale in most of Asia. 

Coming soon are Japan 
and Malaysia and in the new 
year these will be followed 
by Thailand, Indonesia and 
the Philippines. 

Unlike the massive, 
glossy Apa guides, which 
perhaps should be read as 
armchair travelogues and as 
introductions before one 
visits a country (REVIEW, Aug. 25), these 
are designed as practical, on-the-spot 
guides (not quite pocketbooks, but at 14 
cms x 20 cms easily carried about). 

However, the series is also designed to 
be as glossy and attractive as possible, and 
employs some excellent colour photo- 
graphs by photographers such as Tim 
Page, Magnus Bartlett and Keith Mac- 
Gregor. And the guides also include a lit- 
tle of the sort offbeat material one expects 
in Apa guides — for instance, an introduc- 





. reclining Buddha in Sri Lanka. 


tion to Hongkong by doyen of foreign cor- 
respondents Richard Hughes, and an item 
in the Singapore guide on the city 100 
years ago. 

On the whole, this rather ambitious 
middle path is followed well. There is the 
odd mistake, of course — no guide book 
seems to be produced without the odd 
mistake. And it is a pity that the best fea- 


Buddhas in Hongkong . . . 





tures of each volume have not been 
applied to the others. 

Perhaps the best of the three, from the 
purely prescriptive point of view, is Sri 
Lanka, which takes the reader step by step 
through what is to be seen, what is to be 
eaten, what problems will be encoun- 
tered, in an admirably practical way. It 
may be that the others in the series would 
benefit from such “insider” information 
rather than the straightforward listings 
they tend to give. 

For instance, the Singapore guide tells 
the reader where to get beef (mysteriously 
translated as tari rather than lembu) ren- 
dang, but does not say what it is, whereas 
Sri Lanka has a full description of all the 
major local dishes. The same applies to 
dim sum in Hongkong, taken for granted 
in the "food" section, and only briefly 
explained later. 

On the other hand, the Hongkong guide 
has a useful section of “do-it-yourself” 
tours (if they are indeed possible in the 
timeframe recommended). Similar tours 
could well have been incorporated in the 
Singapore volume. Also, the Hongkong 
volume tells you what Hongkong money 
looks like. 

As any traveller knows, the worst as- 
pect of an unfamiliar currency is not the 
exchange rate (solemnly given in all these 
books, though already well out of date) 
but sorting out what you want from the un- 
familiar heap of notes and coins in your 
hand. It is useful to know that, for in- 
stance, the Hongkong $2 coin has a scal- 
loped edge. It would similarly be useful to 
know what colour a Singapore $10 note is, 
and so on. — M.MacL 


Authorized Distributors: 
HONG KONG 
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If your job calls for a lot on pen-pushing and complex figuring, we've 
got good news for you. 

An Apple III personal computer can take all that tedious handwork off 
your mind. 

Before Apple, forecasting and budgeting involved endless hours with 
pens, pencils and calculator. Vital information was stored in paper files and 
stuffed in drawers. Finding it was an adventure. And letters and reports 
were painstakingly typed, edited and then corrected by hand. 

But then Apple invented the personal computer. Suddenly all these 
time-consuming tasks took minutes instead of hours. Managers now had a 
powerful new desk-top tool which made them far more effective — and gave 
them time to think and plan. 

With programs like VisiCalc* 
you can now forecast or budget 
in minutes on your Apple III, 
and then quickly print results in charts and graphs. 
Mail List Manager stores up to 30,000 names and 
addresses — and locates them instantly. Even memos 
or memoirs become effortless with word processing 
programs like Apple Writer. 

‘ith more programs available for the Apple 
than any other personal computer, it's no 
wonder there are over a million Apples 
in use around the world. 

Throughout the Far East we're 
standing by with full service and training 
support. So contact an Authorized Apple 
Dealer and let him show you how an 
Apple can help you do your job faster, better 
and more effectively. 

It may be one of the last times you ever use a pen. 
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The most personal computer. 





* VisiCalc is a registered trademark of VisiCort 


For more information contact your nearest authorized Apple dealer listed on the adjoining page, 
or contact Apple Computer Inc., 20525 Mariani Avenue, Cupertino, Califomia 95014 U.S.A., TLX 171-576. 


LETTER FROM KARACHI 


W ith the continuing anti-government 
protest in various parts of Pakistan, 
it is difficult to believe that just a few 
short weeks ago Sunday, August 14, was 
a day of carnival celebration here. 

At 7:58 a.m. on August 14, sirens 
were sounded in all major cities of Pakis- 
tan. Traffic came to a standstill and 
people stood at attention wherever they 
were to sing the national anthem on the 
stroke of eight. On TV, in a nationwide 
broadcast live from Islamabad, Presi- 
dent Zia-ul Haq joined a group of school 
children in the national sing-along. Flags 
flew from rooftops of houses and from 
vehicles. Pakistan's 37th Independence 
Day was celebrated as "a massive ex- 
pression of patriotic spirit." 

Until three years ago, Pakistan ob- 


Decorated donkey-cart: a rare chance to relax. 





served the day of its birth with nothing 
more than a ceremonial parade and a 
public holiday. Then, Zia decided that it 
was an occasion when national feeling 
should be re-awakened and, in 1981, the 
public singing of the national anthem to 
start the day was introduced. 

Now, preparations for Independence 
Day begin several days in advance and 
children, in particular, compete with 
one another over who flies the biggest 
flag and sings most national songs. The 
public singing of the anthem nationwide 
introduces a feeling of community. 

There is little obvious compulsion in 
the flag-waving and anthem-singing. In 
Karachi, some car owners refused to fly 
the flag to show their sympathy with the 
opposition, which launched a civil dis- 
obedience campaign on August 14 to de- 
mand restoration of democracy. The 
majority, however, flew the flag and the 
more enthusiastic even pasted up por- 
traits of Mohammad Ali Jinnah, the 
founder of Pakistan, and other impor- 
tant leaders of the Pakistan indepen- 
dence movement. 

Donkey-cart owners held their own 








private competition for the best-deco- 
rated cart, making this conveyance even 
more colourful than usual. Wearing flags 
for headgear, thousands congregated at 
Jinnah's mausoleum where the opposi- 
tion also held a rally. A group calling it- 
self the "Support Zia Campaign" went 
around town in a procession all day, 
proclaiming the general as the nation's 
saviour and thanking him for making In- 
dependence Day a big occasion. 

Campaign members had earlier 
painted the whole city with pro-Zia slo- 
gans, some so fulsome they actually em- 
barrassed the government. Run by a 
group of mavericks, the campaign does 
not have official support, though un- 
doubtedly the government does not ob- 
ject. But its insistence on putting Zia on 
par with Jinnah at a time when the re- 
gime is trying to build up Jinnah’s image 
as Quaid-e-Azam — father of the nation 
— does not please the authorities. 

Zia can hardly be pleased with the 
campaign’s slogan, “Zia saved Pakistan, 
elections can only destroy it,” particu- 
larly when he officially maintains his 
commitment to the restoration of demo- 
cracy. For Independence Day, the cam- 
paign distributed posters bearing Zia’s 
portrait as a knight of the early Islamic 
period. 


hile the campaign is only its extreme 
fringe, Zia has a sizable constituency 
in Karachi. The city has traditionally been 
an opposition stronghold, having op- 
posed all governments from that of Field 
Marshal Ayub Khan to executed prime 
minister Zulfikar Ali Bhutto. The bulk 
of the former capital’s population is 
made up of Urdu-speaking refugees who 
fled from India at partition, plus mig- 
rants from northern Pakistan. The 
Urdu-speakers appear to support Zia's 
symbolic Islamisation and his promotion 
of Urdu as the national language. 

Being refugees, Karachi’s Urdu- 
speakers also gain from the resurgence 
of Pakistani nationalism, since they have 





Father-and-sons celebration: flying the flag. 
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no other regional or ethnic identity in the 
new country. Families of overseas Pakis- 
tani workers (the majority of families in 
Karachi have relatives in the Middle 
East) support the status quo more than 
they support specific policies of the cur- 
rent regime because they are afraid of 
losing their newly found affluence as a 
result of political instability. The Afghan 
crisis has also made Karachi-ites eager to 
assert their association with an indepen- 
dent Pakistan. 

And patriotism also makes for good 
business. Advertisers introduced 
nationalistic themes in advertisements 
made specially for publication or broad- 
cast on the occasion. The chambers of 
commerce and industry used the oppor- 
tunity to encourage the nation to “Be 
Pakistani, buy Pakistani.” No one, how- 
ever, could beat the ingenuity of the flag 
manufacturer who proclaimed that his 
synthetic fabric was superior because 
flags made from it “flutter better than 
any other material.” 

Most Pakistani festivals are local or 
provincial affairs. Religious festivals, 
even Eid, which marks the end of the 
fasting month, Ramadan, are quite staid 
and provide little opportunity for letting 
oneself go. The new-style Independence 
Day celebration fulfils the need for a real 
festival. Gaily dressed women and 
children (all wearing national dress, of 
course) come out on streets. Floral 
arches and bunting decorate shops and 
houses during the day and there are il- 
luminations at night. Loudspeakers 
blare national, folk and film music and 
truck and taxi drivers put their horns to 
good use. As one taxi-driver remarked: 
"This is one day we can be patriots and 
be free at the same time." 

The enthusiasm of the masses is not 
shared by others. Opponents of the re- 
gime criticise the whole Independence 
Day exercise as a waste of time and 
money. A university professor remarked 
that the government's austerity pro- 
gramme is totally forgotten in the Au- 
gust 14 pomp and circumstance. Quoting 
from Machiavelli’s The Prince, he ar- 
gued that festivals and colourful parades 
are an established method of drawing at- 
tention away from social and economic 
problems. 

"By making a big celebration of inde- 
pendence, Zia believes we will forget the 
absence of civil liberties," said an oppos- 
ition politician. — HUSAIN HAQQANI 
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We care enough about service 
to make even a glass of water 
important. 









“In-flight service has nothing to do with what | am serving. Whether a glass of water or a glass of 
champagne the standards expected are the same. You see every flight is a collection of details. 
And that is why, to Lufthansa and to me, service means that every detail is regarded as very 


© Lufthansa 


German Airlines 


126 destinations within 70 countries and 6 continents throughout the world. 





A question 
of security 


As my government (the United States) 
never makes mistakes in Southeast Asia 
perhaps someone can find a mistake of my 
making in the logic that follows. President 
Ronald Reagan's visit to Manila should be 
cancelled if either of the two following 
statements is true: 

» There is a strong indication that Presi- 
dent Ferdinand Marcos was involved in 
Benigno Aquino's assassination. 

» There is reasonable doubt of the Philip- 
pines' ability to provide adequate security 
for Reagan. 

Now, if Marcos was not involved in the 

assassination and Aquino was killed so 
handily at a time when maximum security 
was being provided for him, then on the 
face of it one has to doubt that Marcos can 
provide adequate security for Reagan. 
Reagan's trip is still on, however. Accord- 
ingly, either of the following must be true: 
» The US Government is assured that 
Marcos is innocent of any wilful part in the 
death of Aquino. Therefore, the US is 
sending Reagan to visit a country where 
security has become demonstrably defi- 
cient. 
» The US Government knows poor sec- 
urity is not an issue because it knows the 
security apparatus was not supposed to 
stop Aquino's assassination. Therefore 
the US Government knows Marcos 
played some part in the assassination and 
is sending Reagan to Manila despite that 
knowledge. 

Maybe a too-rigorous application of 
hard-nosed Western logic is out of place in 
this context, and the less mathematically 
elegant but often quickly incisive laser of 
Zen is more appropriate: 

"What do you call a short, mad rascal, 
oh my master?" 

"Early and annually with US$900 mil- 

lion if he has you by the Clarks and Subics, 
my son." 
Manila (passing quickly through) TOM STEARNS 
Following the brutal assassination of 
Aquino, Marcos announced on nation- 
wide TV a probe to identify the killer(s). 
Even before the probe started, he an- 
nounced, in the same broadcast, the find- 
ings: the communists pulled the trigger, 
not his security men. 

It will not wash — any more than his 
earlier claim that the communists, follow- 
ing the elopement of his daughter, ab- 
ducted his son-in-law for 42 days 
[REVIEW, Feb. 12, '82]. The president has 
cried wolf too often. His uniformed 
guards, with their shoddy human-rights 
record, are not credible either. And no 
one believes the censored newspapers of 
Manila. 

For my part, I do not believe Marcos or- 
dered this killing. He is too rational for so 
crude an execution — though he strains 
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Aquino: many loose ends. 





my faith by such transparent excuses. But 
I am also convinced the communists do 
not have the capacity to do what Marcos 
claims, without benefit of a probe, they 
have done: penetrate airport security 
areas, pinpoint the exact aircraft, the spe- 
cific door and so on. 

But the loose ends in this incredible 
government theory of a single gunman 
leave an alternative that terrifies me even 


more: that the atmosphere of Marcos’ re- 
gime nurtures armed groups, within the 
government, who think they do Marcos a 
favour if they kill. 

If there is anything the Philippines 
needs now to head off a spiral in violence, 
it is a credible voice that arises from assur- 
ance of justice being meted out. Histori- 
cally, that credible voice used to come 
from the Supreme Court. But the court 
abdicated its stabilising role when it ac- 
cepted the dictatorial powers of Marcos 
and said it was powerless to review presi- 
dential decisions. Like the rubber-stamp 
parliament, the court is irrelevant to the 
Philippine struggle to get back to democ- 
racy. 

This explains the Filipinos’ increasingly 
desperate search for a non-violent way out 
of the dictatorial quagmire — “before we 
go the way of El Salvador,” in the words of 
Aquino's undelivered arrival statement. 

Some say Marcos lost his chance for his- 
torical greatness when he allowed corrup- 
tion and abuses to dissipate the opportu- 
nity to institute reform that increased 
power, given by martial law, offered in 
1972. The offer of collaboration by 
Aquino, cut short by his violent death, 
seems to seal a choice to remain in the 
quagmire. 

It is no longer possible to recover those 
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"A forgotten elegance returns 





rom October '88, the new 

Halekulani is able to fulfill 
the expectations of even the most 
impossible perfectionist, to whom 
elegance is an integral part of daily 
life and style is nothing more than 
a natural attribute. 


to Honolulu with the new Halekulani. " 


Waikiki Beach. The cool, tropi- 
cal-white interior of each spacious 
guest room leads to its own lanai, 
with truly spectacular views of 
Diamond Head and the ocean. 

The new Halekulani is born, and 
Honolulu will never be the same 


Five acres of gardens stretch to again. 
A REGENT INTERNATIONAL RESORT 
HONG KONG BASCROR. KUALA LUMPUR MANILA FPI COLOMBO SYDNEY. MELBOURNE. HAWAIL PLTRKTO RICO ALINCQUERQUE SEW VORK CHICAGO WASHING TON 


HALEKULANI 808-923-2311, TELEX 8382 HALE HR OR ANY REGENT INTERNATIONAL HOTEL. 


the resou: 'ces OF t N American W est. -— Foe 

Wherever you are in the Asian Pacific, we're 
there— with nine offices ready to open a world that 
begins with major American-Pacific ports. and 
stretches throughout our system of over 900 west- 
ern offices toward New York, Latin America, Europe 
and beyond. 

We're a leader in consolidating business through 
the Export-Import Bank (EXIM) and the Foreign 
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transfer to Ca: de balance 
repo ung 4 mmo our c sh managem >ant system. 
And now our whole world is here, ready for you 
to open the door, just by calling your nearest First 
Interstate Bank office. 
Member FDIC 


IP Interstate Bank 
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of the killing f Aquino 


l Philippines, : 
ortions and 







challenged. You st ted flatly 
that United States Cons a 
“ Solarz personally appeal | 
_ the safety of Aquino í on 












turn -and that conseguenti i ijuino' S 
oo is s being s dcs reply to his 
plea. 






-. by the investigation. 
niei auone ie 







aa several of the estions also 


l involved the media, which I feel I must im-.. 
„mediately respond to. Your assertion that 







overnment's videotape of Aquino's 
arrival was cut is a blatant lie. Our foot- 
e, to begin with, was limited because, 






 transpired. He managed to focus his cam 


eraonly when the two bodies were already : 


sprawled on the ground. 

It is also untrue that the body of the as- 
| sassin was left on the ground as an exhibit 
for the press. We were informed that this 


-was done to enable medico-legal officials ^ 
to go to the scene and make the proper - 


examination before the body could be 
. moved. 
Lastly, the question of who to allow in- 


side the airport area near where Aquino | 
was disembarking was decided by airport- 
authorities who limited the number of | 


_ newsmen only to those accredited to the 
airport beat. At any rate, the foreign 


media were more than adequately rep- - 
resented aboard the flight which Aquino | 


«had taken, as evidenced by the flow of re- 
ports and footage after the incident. 


GREGORIO S. CENDANA 
Minister of Information 


Manila 
Your reckless and sensationalised report- 
ing on Philippine affairs was once again 
- wantonly reflected in your articles about. 

events following the killing of Aquino 

[REVIEW, Sept. 8]. | 

The references you made to a supposed 

potentially explosive situation in our 
` country and an alleged imminent military 
takeover bys so-called disgrun he heal QS 


. 1] are, as were previous T 


| peddie po 
doubts on the integrity on our nation and | 
| its leadership before the international 


d fully and d satisfactorily A ans\ ered not st only | 


ap 

like everyone else, our cameraman under- . 
- standably ducked when he heard shots — 
and was unable to film everything that 







people. Filipinos are as shocked and ag- 


grieved as everyone over the unfortunate | 


death of Aquino and we will not take too 
kindly to transparent and even mischiev- 
ous efforts 
writers, toi 
poi 









n, inflame feelings and cast 





community. 
The Philippines is one of the most open 
and accommodating countries to foreign 


| journalists and its highest officials are 


readily accessible to legitimate newsmen, 
but this should not be misconstrued as ser- 


| Vile acquiescence. We may be forced to 
review this position and deal with foreign x 
. journalists on a strict and selective basis i 


we see no immediate evidence from publi- 


cations such as yours of reporting on the - 


Philippines fairly and objectively. 
Manila GREGORIO S. CENDANA 


| Enrile replies 


Your report. [REviEW, Sept. 8] alleging 


that I offered to resign following a pur- 
ported row with the armed forces chief of 


staff over senior appointments and pro- | 


motions in the Philippine armed forces is 
not true. The prerogatives of the minister. 
of national defence and the chief of staff 


| with regard to the appointment and prom- 
. otions of senior military officers as well as 


the procedures governing the exercise of 
law and presidential policies and these 


lowed. 

Only the president can promote and ap- 
point officers in the armed forces, from 
second lieutenant to general, even includ- 


ing cadets. of the Philippine Military 
E Academy. ‘Significantly, the rumour that I 
am resigning appears to have been delib- 
erately timed with the other unfounded 





diea a zn country, its leaders and | 


utsiders, including your | 
his tragedy and use it to | 


|, disclosed, and. it is misleading to sug 
that it has. You refer to the "absenc 
| [marketing] follow-through" and attrib 
| this to the lack of a track record in electr 


such: prerogatives are clearly defined by | 


have been consistently and strictly fol- - 


stories being circulated in Manila and 
abroad, the evident purpose of which is to | 


| erode the credibility of the Philippine 


Government and its leadership in the 
wake of the Aquino assassination. 


JUAN PONCE ENRILE 


Manila Minister of National Defence 


| @ The REVIEW stands by its sources. We | 
would add that the item complained of re- | 
| ported Enrile's desire to establish his right | 


to. vet appointments and promotions 
within the armed forces, not to initiate 


| them. 





| veg Co "Technology Holdings (ICT) 


Jul ly 7} ¢ contains a number of in- 


| mains suspended. The estimate of the rı 
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September 24, 1982, to financing pi 


However, in any high- -technolog: 


| ficulties in developing new technol 


| are confident that there will be, and 
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Its owns 50% of the 
pany, Trend Comm 
turn holds a manufa 
logy licence. Conic dic 
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The transmission 
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unlimited, since data can b 
and provision is made for thi 
price for the Triemco 2000 has ye 


nics. This may be your opinion, but 
state it as a fact. 
You refer in your article, and in th: 


lems causing the joint. venture to c 
about. This is totally untrue. | 

You, and the unnamed analyst, kn 
nothing of the marketing strategies of 
ICT group. Hence your speculati 
malicious, to say the least. The prod 
does not need “a better chance." The 
group-has always had the marketing rig 
to the Triemco 2000, which it develo 


there is an element of risk, which 1 
aggravated by any of a number of fac 
time and cost over-runs, compo 
shortages and so on, and not least the d 


Lastly, you point out that there ar 
number of competing products. This is 
strictly true, but we wish there were 


will make the marketing that much: 

CW, KEI NO 
President and Chief Exe 
international Communic 


Monte Carlo Tech nology Holdin ! 


e Conic invested US$1.6 million rat 
than US$2 million in Trend Commu 
tion. Otherwise the points made by k 
not are at odds with the consensus of 
vestment opinion sounded. The article 
not write off the Triemco 2000. It simp. 
stated the obvious truth that judgment 








fail price came from Conic managemet 


We were delighted to read of Richard 
Engelbardt's fascination with the sign. 
the Hotel Panghegar in Bandung [Trave 
ler's Tales, REVIEW, Aug. 18]. As marke 
ing director I am never sure whether cu 
tomers really do read our signs, much less 


photograph them! FRANCES B. AFFAND 
Director of Marketin 
Bandung PT Panghegar: Ho 
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Chances are you don’t know about 
the big incentives for new industry 
in the State of New South Wales in 
Australia ... right now. 


The New South Wales Government has an established 
program to attract new industry and create new invest- 
ment opportunities in the State 

The Muray Industry Development Board is a New South 
Wales Government organisation responsible for market- 
ing the attractive opportunities that are now available in 
the Murray Region of the State. 

In addition, in certain circumstances, the Board is able 
to assist with Australian Government immigration 
procedure. 


Why Australia ? 


Australia means security. Based on a sound growth rate 
your future in the free-enterprise system in Australia is 
only limited by your own enterprise 
Australia is ideally locatec to service the Pacific basin 
market regarded internationally as the world's new 
zone of prosperity for the 1980s and 1990s. 
Australia is the source of supply of much of the 
southem hemisphere's raw materials and much of the 
world's primary produce to which New South Wales 
makes a significant contribution. 
| The Australian Commonwealth Government has a 
range of export development incentives designed to 
assist Australian exporters 
Devaluation of the SA in March 1983 increased the 
export potential for Australian products on the world 
market. 
You may have heard that Australian workers are 
overpaid and are often on strike. Both claims are untrue 
An Australian production line worker earns about the 
same amount as his or her Japanese counterpart 
And, during the past 12 months there has been no loss 
of production in manufacturing due to strikes or 
industrial action in the Murray Region of New South 
Wales. 


Why New South Wales? 


The New South Wales Government provides a range of 
incentives to assist industries establishing in the Murray 
Region 

A State subsidy of up to $410,000 (around $HK 58,000) is 
available, for example, to meet the costs of approved 
relocation feasibility studies where significant employ- 
ment is involved 

The following incentives are available to approved local 
or overseas manufacturers establishing in decentralised 


We will rush you an information kit on the full range of 
incentives available for new industry. 


Name Liste autre | 
POMO ET GCN LU ILLI ersmo died ege istess enano oaa ENS 
Company 

Manufacturing activity 


Address 


areas of New South Wales: 
Term loans to purchase industrial land and erect 
factory buildings 
Housing assistance for key personnel 
Up to 100% rebate on payroll tax 
Labour training subsidies 
Technical consulting and design subsidies 
Preference over city based manufacturers tendering 
for State Government contracts 


Why the Murray Region? 


If you're a manufacturer or distributor with an eye to 
business in Australia your first consideration is going to be 
servicing the new market cost efficiently. The location of 
an eastern state distribution headquarters is crucial. 

The Murray Region in NSW is ideally located to service 
Victoria, NSW and South Australia particularly the major 
Sydney, Melbourne, Adelaide and Canberra markets 







f''aiwan 
Hong Kong 


= A mainstream business location 
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"pos to.  Amainstream business location. 


Mr Neville Weiley, Murray Industry Development Board 
Manager, NSW Government Offices, 512 Dean St, Albury, 
NSW, 2640, Australia. Phone 060 24 1766 Telex AA56172. 
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Vol. 121 No. 37 


In the 38 years since Indonesia declared inde- 
pendence, its army has been dominated by the 
so-called Generation of '45, the men who fought 
against Dutch colonial rule. But there comes a 
time when old soldiers must fade away and 
make room for younger men. The Indonesian 
word for this process is regenerasi, and today in 
the armed forces there is regenerasi with a ven- 
geance, with almost every senior army position 
changing hands. President Suharto retains his 
dominance over the armed forces, along with 
other branches of government, and this is de- 
monstrated by the appointment as armed forces commander of Gen. 
L. B. (Benny) Murdani, a staunch Suharto loyalist. REviEW regional 
editor David Jenkins examines the new-look armed forces. 

Pages 40-46. Cover: Adam Chow 








Page 18 

The Fretilin ceasefire in East 
Timor is shattered by the killing of 
Indonesian troops. 





— Hannes...) | P098 25 
Malaysia's great debate over the 


Pages 12-15 | powers of the sultans develops 
The world is shocked by the | into a war of attrition. 

Soviet attack on a South Korean | 

airliner. However, the end result | 

only underlines the powerless- Page 30 

ness of a nation wedged between | Singapore's X Medisave plan 
the su wers. For, despitethe sparks an unusually lively par- 
rhetoric, the United States re- liamentary debate and a rare 
sponse is limited. But in Japan abstention by one backbencher. 
the incident heightens percep- | 

tions of the Soviet threat. Pa 


Page 16 

The Philippines struggles to re- 
turn to normality after the killing 
of Benigno Aquino. 


| opposition leader 

Aquino has an economic 
backlash as businessmen worry 
about the future. 





The defence budget gives little 
away 
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, The assassination of Philippine | 
Benigno 


September 15, 1983 


| Page 


58 
| New Zealand Prime Minister 
Robert Muldoon Yd bot plans 
bind reforming the global economy 
are attracting increasing support. 


Page 60 

Developed nations are again 

seeking a further cash injection 

Em the International Monetary 
und. 





Page 61 

India joins the space age with à 
new multi-purpose satellite 
launched by the space shuttle 
Challenger. 


| Pages 69-74. 
Malaysia, already embarked on à 
major attempt to forge closer 
links between government and 
| industry, now plans a sweeping 
| privatisation programme involv- 
| ing a wide range of public com- 
panies and services. 


Page 84 
! The myth that multinational cor- 
 porations were set to take over 
| the world is laid to rest by a Unit- 
ed Nations report. 


Page 86 

After two quiet years, the Asean 
Finance Corp. is slowly stretch- 
ing its wings. 


Labour: EPZs — sweatshops in the 
sun? 
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cancel trip 

In a letter to United States Pre- 
sident Ronald Reagan, 45 
members of the US Congress 
urged him to cancel his planned 
November trip to the Philip- 
pines. The letter sent on Sep- 
tember | said the legislators 
were disturbed by the reaction 
of President Ferdinand Marcos 
to the murder of opposition 
leader Benigno Aquino. 

The congressmen called fora 
full and objective inquiry into 
the murder, noting that con- 
gress was currently considering 
a US$900 million agreement 
for continued American use of 
the Clark and Subic Bay mili- 
tary bases in the Philippines. 

The letter, signed primarily 
by liberal Democrats, spot- 
lights a growing scepticism to- 
wards the Marcos regime in 
congress. The signatories did 
not include the influential 
chairman of the House of 
Representatives subcommittee 
on Asia and the Pacific, 
Stephen Solarz. 

— ROBERT MANNING 


Two British parliamentarians 
are due to visit in late Sep- 
tember a controversial oil- 
palm project in the southern 
Philippines supported by the 
Commonwealth Development 
Corporation (CDC). The MPs, 
Alf Dubs and Colin Moynihan, 
are making the trip on behalf of 
an informal parliamentary 
human-rights group. 

The oil-palm project drew 
attention because of the in- 
volvement of the so-called lost 
command led by Col Carlos 
Lademora. Pressure from vol- 


untary organisations earlier, 


this year forced the CDC to 
make a loan to the project con- 
ditional on the phasing out of 
the activities of the lost com- 
mand. CDC officials regard the 
row as closed now that an inde- 
pendent security service has 
taken over the policing of the 
oil-palm estate. 

— DANIEL NELSON 


Asean youngsters 

to visit Japan 

The Japanese Foreign Ministry 
is putting the final touches to a 
plan to invite young people 
from Asean countries begin- 


ning next year. Prime Minister 
Yasuhiro Nakasone proposed 
the programme during his tour 
of Asean in May. 

Under the plan the Japanese 
Government will invite 150 
young people a year over the 
next five years from each Asean 
country. They will stay for one 
month, including a week witha 
Japanese family. The Foreign 
Ministry is seeking * 1.3 billion 
(US$5.4 million) for the pro- 
ject. | —KAZUMI MIYAZAWA 





Japan denies revival 
of militarism 
Japanese Foreign Minister 


Shintaro Abe has reassured 
China that his country “never 
intends to become a big mili- 
tary power." During a visit to 
Peking early this month, Abe 
said any Japanese military 
build-up was "exclusively de- 
voted to self-defence." 

The foreign minister's vow 
of Japanese peaceful intentions 
came as China's General Sec- 
retary Hu Yaobang confirmed 
that he would visit Japan in 
November. — DAVID BONAVIA 


step up defence links 


During a six-day tour of In- 
donesia, Singapore Defence 
Minister Goh Chok Tong ag- 
reed with military leaders in 
Jakarta that joint exercises be- 
tween the two countries should 
be stepped up. By this he 
meant that exercises should be 
extended to include the two 
countries’ armies instead of 
just their naval and air forces. 
However the two sides did 
not probe the possibility of 
exercises by more than two 
Asean armed forces — an idea 
proposed by Singapore Prime 
Minister Lee Kuan Yew during 
a visit to Jakarta a year ago. 
— SUSUMU AWANOHARA 
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China lifts trade ban 

on United States 

China has lifted a ban it im- 
posed in January on imports of 
cotton, synthetic fibre and 
soyabeans from the United 
States and will resume normal 
purchases of other US agricul- 
tural products, Xinhua news- 
agency announced on Sep- 
tember 6. This followed the 
signing of a new Sino-US tex- 
tile agreement on August 19. 
The restrictions were imposed 
after setbacks in talks on textile 
and garment sales and unilat- 
eral US curbs on imports of 
Chinese textiles (REVIEW, 
Feb. 3). 

US wheat sales to China 
plummeted to US$183.6 mil- 
lion in the first half of 1983 — 
only 29% of the amount for the 
corresponding period in 1982. 
Corn purchases dropped 48% 
to US $82.1 million. In all, US 
exports to China declined 65% 
in January-June 1983 com- 
pared with the first half of 
1982. 

China's tactics were success- 
ful in mobilising the US farm 
lobby in opposition to domestic 


textile manufacturers and 
unions. — ROBERT DELFS 
Thai banks raise 

interest rates 


Reacting to diminishing liquid- 
ity in a once-fluid money mar- 
ket, major Thai banks have de- 
cided to raise interest rates, on 
both deposits and lending, by 
one percentage point effective 
from September 8. The deci- 
sion, spearheaded by the 
Bangkok Bank, which has suf- 
fered from  lower-than-ex- 
pected deposits growth in re- 
cent months, will push the one- 
year fixed deposit rate and the 
minimum lending rate to 
11.5% and 15.5% respectively. 
— PAISAL SRICHARATCHANYA 


China offshore rights 


Japan National Oil Corp. 
(JNOC) and another consor- 
tium led by Idemitsu Oil Deve- 
lopment Co., also of Japan, 
have won exploration rights in 
the South China Sea. JNOC is 
to operate in a 1,283-sq. km. 
block in the Pearl River mouth 
basin, and will sign a second 
exploration contract in Oc- 
tober. The Idemitsu consor- 
tium — including Natomas 





(Far East) of the United States 
and Cluff Oil of Britain — has a 
963-sq. km. tract in the Beibu 
Gulf. Idemitsu, the operator, 
has a 60% equity interest in the 
consortium. 

A total of 18 out of 25 foreign 
oil companies participating in 
the bidding, which started last 
year, have now been assigned 
exploration rights in the South 
China and Yellow Seas. 

— TERESA MA 


Loan boost for Papua 
New Guinea projects 
Papua New Guinea has re- 
ceived a US$100 million syndi- 
cated, eight-year loan for pro- 
ject development, including 
the massive Ok Tedi mine. The 
credit is in two equal tranches, 
one set at 0.625 of a percentage 
point above the London inter- 
bank offered rate (Libor) for 
the first two years and 0.75 of a 
point above Libor thereafter, 
and the other priced at 0.3 of a 
point over the United States 
prime rate. 

The loan agreement, signed 
in Hongkong on September 2, 
was coordinated by the Bank of 
Nova Scotia group, Bank of 
Tokyo, Chase Manhattan Cap- 
ital Markets Group, Indosuez 
Asia, Irving Trust and Mit- 
subishi Bank. The managers 
are Chartered Bank, Midland 
Bank International and Na- 
tional Commercial Banking 
Corp. of Australia. 

The Papua New Guinea 
Government has indicated it 
does not expect to make 
further commercial borrowings 
this year. 

— A CORRESPONDENT 


Rubber futures start 
trading in Malaysia 
In a move planned since the in- 
troduction of commodities 
trading legislation in 1980 
(REVIEW, Jan. 25, '80), rubber 
futures trading began in Kuala 
Lumpur on September 1. Of- 
fered in units of 25 and 75 ton- 
nes for monthly and quarterly 
deliveries respectively, rubber 
traded at its first call session on 
the Kuala Lumpur Commodity 
Exchange (KLCE) at prices 
averaging 269.5 M cents 
(US$1.15) a kg. for October 
delivery. Opening the market, 
Primary Industries Minister 
Datuk Paul Leong said he 
hoped futures trading in tin 
would start at the KLCE no 
later than March 1984. 

— JAMES CLAD 
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BH THE WEEK 


BURMA : 
President San Yu arrived in ETR onan 
official visit (Sept. 3). 


CHINA 





Two ranking cadres and a Hongkong resi- | 


dent were arrested on charges of committing 
one of the biggest frauds in China in recent 
years, it was reported (Aug. 31). King Hus- 
sein of Jordan arrived on an official visit. 
(Sept. IJ A young Hongkong Chinese 
charged with robbery was executed in Shen- 


zhen. Japanese Foreign Minister Shintaro | 


Abe and five other cabinet ministers arrived 

for China-Japan ministerial talks (Sept. 4). 

Ten people were executed in southern C hina 
" fof various crimes, the Canton Evening News 


reported (Sept. 5). 


INDIA 

Four opposition parties announced that 
they had formed an alliance to challenge. | 
Prime Minister Indira Gandhi at the general | 


election expected next year. Police arrested | 
| sister of Benigno Aquino's alleged assassin 


more than 400 communist protesters in Chan- 
digarh-it was reported (Sept. 5). An additional 
400 communists were arrested in Chandigarh 
for defying a ban on marches near the Punjab 
State Assembly building. the Press Trust of - 
indes said. c xd 
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Reagan adding China to his five- 
nation Pacific tour in November, the 
White House is now actively 
considering a stop in Peking. The 
reversal comes after strong 
diplomatic lobbying by the Chinese 


statesman Deng Xiaoping during 
recent conversations with visiting | 
US senators. Deng told Sen. Orrin 
Hatch: “We hope to welcome | 
President Reagan very soon." 


SHOPPING FOR SPARES 





Hongkong-based representative of 
an official Peking purchasing agency ` 
has been quietly seeking ways of - 
obtaining spare parts for the 
General Dynamics F16 — one of the 
hottest fighters in the United States 
Air Force. When asked what 
possible use China could have for 
such spares, the representative is 
said to have claimed that China now 


minals have beén killed by Indonesian armed 


forces in the past six. months. a ape P 


group alleged (Sept. 5). 
MALAYSIA 


A senior defence official ciahrmed that 
Malaysian secutity forces had occupied a tiny 
coral atoll in the South China Sea 40 miles 
southeast of the disputed Vietnamese-oc- 
cupied Amboyna island (Sept. 5). 


PAKISTAN. ! ~ 

The government Hess down a university 
in Sindh province after. student protests, à 
government spokesman said (Aug. 31). The 
military regime released a report outlining the 
type of Islamic government which it wants to 
introduce (Sept. f). Seven policemen were 
killed in the Sindh town of Moro during a de- 
monstratión aginst martial law, ponte said 
(Sept. 3). 1 | 


l PHILIPPINES .. 


Authorities disclosed that the mother and 





have been in military custody for an un- 
specified period (Sept. 3). The presidential 
commission set up to investigate the murder - 
-of Aquino began its task (Sept. 3). A Defence 
Ministry spokesman announced that 524 poli- 
-peal prisoners w 
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criticise the actions of the other: 
any exchange of views should be 
private. Needless to say, India's 
silence on the affair has cost ju 
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By Shim Jae Hoon 
Seoul: A generation after the cessation of 
the Korean War in 1953, South Korea has 
again become a focal point of East-West 
tension. The downing of a Korean Air 
Lines (KAL) Boeing 747 Jumbo jetliner 
by a Soviet Sul5 fighter in the early morn- 
ing hours of September 1 near Sakhalin is- 
land — and the loss of its 269 passengers 
and crew from 15 countries — has 
triggered massive anti-Soviet feeling 
worldwide. 

In Seoul, some outraged South Korean 
MPs demanded that the government re- 
taliate against the Soviets by closing the 
Korea Strait to Soviet naval surface ships 
and submarines — a response so far re- 
jected by the government. In Tokyo, the 
Japanese Government lodged an unusu- 
ally strong protest with Moscow over the 
incident, and the general public reacted 
with renewed attacks on the Soviets for 
their refusal to negotiate Japan's territo- 
rial claims to the Soviet-held Kuril islands 
north of Hokkaido. 

At a United Nations Security Council 
session, called on September 2 at the re- 
quest of the United States, Canada, Japan 
and South Korea — all of whom had na- 
tionals aboard KAL 007 — acting US del- 
egate Charles Lichenstein accused the 
Soviets of deliberate, calculated murder in 
shooting down the KAL jet. The Soviet 
delegate, Richard Ovin- 
nikov, responded to 
Lichenstein's and others' 
condemnations by alleging 
that the KAL flight was on a 
pre-planned spy mission 
when it entered. Soviet 
airspace, and he claimed 
that the South Korean air- 
line crew ignored Soviet 
fighter-pilot warnings that it 
must land at a nearby Soviet 
airfield. 

Kim Kyung Won, head of 
South  Korea's observer 
mission to the UN, stressed 
that the KAL aircraft was 
clearly marked and de- 
manded that Moscow 
apologise for the attack, 
compensate his government 
and the families of the vic- 
tims and punish “all those 
who are directly responsi- 
ble.” He said impartial in- 
vestigators must be allowed 
unimpeded access to the site 
of the incident. Tens of 








thousands of South Koreans have staged 
anti-Soviet protests across the country 
since the incident occurred. 

The KAL tragedy occurred as a security 
seminar was getting under way in Seoul to 
commemorate the 1954 US-South Ko- 
rean Mutual Defence Treaty. Five conser- 
vative US senators were here to partici- 
pate in the discussions when the news 
broke of 007's fate. One of the passengers 
aboard the flight, US Congressman Law- 
rence McDonald, an ultra-conservative 
Democrat from Georgia and chairman of 
the rightwing anti-communist John Birch 
Society, was to have been a delegate. 


t was Secretary of State George Shultz 
who broke the news that the KAL jet- 
liner had been lost. His voice shaking, the 
secretary of state said: "We can see no ex- 
cuse whatsoever for this appalling act." 
US President Ronald Reagan later called 
the Soviet action “heinous,” while South 
Korean President Chun Doo Hwan 
termed it *a sin against God and man." 
Of the unanswered questions about the 
circumstances surrounding KAL 007's de- 
mise, two stand out: how did it stray more 
than 300 miles into Soviet airspace, con- 
tinuing its erroneous flight path for 150 
minutes? And who ordered the firing? 
According to officials of KAL and the 
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South Korean Government, KAL 007 was 
on a regular, five-times-a-week run from 
New York to Seoul via Anchorage, 
Alaska, It was flying through a narrow air 
corridor code-named Romeo 20, one of 
five such routes linking Anchorage with 
the Northwest Pacific and Asia. It was the 
closest air lane to Soviet airspace, lying 
just 75 miles south of the Soviet Union's 
Sakhalin island and the Kuriles. 
At 3:27 a.m. on September 1, the KAL 
aircraft asked Japan's Narita Interna- 
tional Airport for approval to climb to 
35,000 ft. Then all radio contact with 007 
ended. Japanese radar operators soon af- 
terwards reported that the jetliner had 
vanished from the sky. 
By initially denying any knowledge of 
the jets whereabouts, the Soviets 
seemed bent on covering up the attack. 
But by noon on September 1, the Japan 
Defence Agency (JDA) was able to piece 
together a recording of the air-to-ground 
radio communications of a Soviet Sul5 
fighter pilot, a damning account of what 
took place between the downed jet- 
liner and the Soviet fighter before the mis- 
sile attack. After Moscow failed to pro- 
vide what Japanese Foreign Ministry offi- 
cials had termed a “full clarification” 
of the incident, Japan released the tape 
on September 3. 
It seemed to indicate that 
even if the Soviet pilots had 
warned the KAL jetliner to 
* follow them to a Soviet air- 
I field, the KAL crew had not 

acknowledged the  warn- 
ings. The official Soviet 
Tass newsagency claims 
that the Soviet fighters had 
twice warned the KAL air- 
liner, had fired tracer shells 
along its flight path, but that 
the South Korean jet had ig- 
nored all signals to land at a 
Soviet base. 

The Tass account, which 
maintained that the KAL 
flight was on an espionage 
mission, has been coun- 
tered by Kim Chang Gyu, a 
KAL pilot who was forced 
to land his Boeing 707 pass- 
enger jet near Murmansk in 
the Soviet Union in April 
1978. Flying the Seoul-Paris 
route with 110 passengers, 
Kim’s aircraft had strayed 
into Soviet airspace after its 
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single inertial navigational system mal- 
functioned. After being hit by a missile, 
Kim landed his crippled aircraft on a fro- 
zen lake, having been guided there by 
Soviet fighters. 

At a news conference in Seoul, Kim re- 
jected the Tass claim that Soviet fighters 
tried to communicate with KAL 007 by 
radio. Recalling his own experience, he 
said Soviet warplanes were not equipped 
to communicate with Western aircraft, 
adding that "this is presumably to stop 
them from defecting to the West." 

Moreover, Kim said, his aircraft was ap- 
proached from the right, contrary to inter- 
national practice which dictates that inter- 
ceptors moving in on à wayward aircraft 
should approach from the left where the 
chief pilot sits. Kim said he had been fired 
on without warning or signals, even 
though he had indicated by dipping his 
wings and switching his cabin lights on and 
off that he wanted to land. 

Japanese Prime Minister Yasuhiro 
Nakasone’s unrestrained cooperation 
with officials in Seoul and Washington in 
sorting out what happened to KAL 007, 
and the Japanese Government's demand 
that the Soviets provide a full account of 
what happened just prior to the attack and 
adequate compensation for the 28 Japan- 
ese passengers who perished in the shoot- 
ing marked a departure from Tokyo's 
usually cautious foreign-policy stance. 
Like the US, Japan declared that it would 
not be satisfied with anything less than a 
clear apology and proper compensation. 

In Seoul, the KAL incident has laid 
bare the country’s powerlessness to deal 
with such a situation in any significant 
way, beyond calling for vague interna- 
tional sanctions or encouraging anti- 
Soviet rallies. Limitations imposed by in- 
ternational power politics offered Seoul 


The voice of 
the hunter 


n September 6, the Soviet Govern- 
ment announced in an evening news 
broadcast that a Soviet fighter pilot was 
ordered to “stop” the aircraft that had 


intruded into its airspace. “The Soviet | 
interceptor of the anti-aircraft defence | 


[then] carried out a command from 
ground control to stop the flight,” the 
government said, adding that “such ac- 
tions are in complete conformity with 
the law on the USSR state border.” The 
statement was the closest the Soviets 
had come to admitting that one of their 
fighters shot down Flight 007. 

In New York, United States Ambas- 
sador to the United Nations Jeane 
Kirkpatrick said Moscow had been 


forced to admit its air force shot down the 
KAL jetliner because tape recordings of 
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few options to play against Moscow. | Justice Party, was aboard KAL 007. 


| South Korea has no diplomatic relations 


with the Soviet Union. 


n addition to heavy losses of human 

life, Seoul also saw its recent efforts to 
cultivate broader contacts with the Soviet 
Union in ruins. Under à policy initiated by 
Foreign Minister Lee Bum Suk, South 
Korea in recent years has been vigorously 
seeking ties with Moscow. 

Ironically the KAL airliner was shot 
down while the National. Assembly was 
busily preparing for the opening in Oc- 
tober of the Inter-Parliamentary Union 
(IPU) conference, where the presence of 
Soviet delegates was to highlight Seoul's 
rapprochement efforts. By another twist 
of fate, one of the strongest supporters of 
this policy, a daughter of assemblyman 
Kwon Chong Dal of Chun's Democratic 


Soviet fighter pilot communications with 
ground-control facilities — played at à 
UN Security Council session on Sep- 
tember 6 — proved to the world that 
Moscow was responsible for the South 
Korean airliner's destruction. 

What follows is an English translation 
of transmissions from the pilot of Soviet 
fighter 805 to his ground-controller. 
Transmissions by other fighter pilots sha- 
dowing the flight were also recorded and 
played at the Security Council session. 

I see it emphatic]... 

The ANO /air navigational lights] are 
burning. The /strobe/ light is flashing . . . 

I am closing on the target. 

I have enough time . . . 

Fiddlesticks. l'm going. That is, my 
ZG [indicator] is lit [missile warhead al- 
ready locked on]... 

I need to approach it closer. I'm turn- 
ing lock-on off and I'm approaching the 
target... 

I have broken off lock-on.. . 

Yes, I'm approaching the target. I'm 





$e 


0 eee 


In his National Assembly speech, Lee 
sought to steer boiling emotions away 
from impetuous retaliatory measures, 
such as a proposed blockade of the Korea 
Strait. And Lee indicated that the incident 
should not be allowed to affect Soviet par- 
ticipation in the IPU conference, but he 
did cancel a long sought visit to Tashkent 
in the Soviet Union by a three-member 
South Korean press delegation, which was 
to participate in a Unesco communica- 
tions conference there. 

South Korea's major allies, including 
the US, urged South Korean leaders not 
to create more complications in an already 
emotional and dangerous situation. Some 
diplomats argued that a measured re- 
sponse from Seoul might lead the Soviets 
to respond more positively to Seoul's ear- 
lier bids for closer ties. [r] 


going in closer. The target's [strobe] 


light is blinking. I have already ap- 
proached the target to a distance of 
about 2 kms. The target is at 10,000 
[ms]... 

What are instructions . . .? 

The target is decreasing speed. | am 


going around it. I'm already moving in 


front of the target. I have increased 
speed. No. It is decreasing speed. It 
should have been earlier. How can I 
chase it? I'm already abeam of the 
target. Now I have to fall back a bit from 
the target... 

The target's altitude is 10,000 /[ms]. 
From me it is located 70 degrees to the 
left. Pm dropping back. Now I will try a 
rocket... 

Roger, I am in lock-on . . . 

I am closing on the target, am in lock- 
on. Distance to target is 8 /kms/. I have 
already switched it on. .. 

ZG [missile warheads locked on]. 1 
have executed the launch. The target is 
destroyed. I am breaking off attack . . . 
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shingon: A week after the Soviet at- 
tack on the Korean Air Lines (KAL) Boe- 
ing 747, there were still more questions 
than answers surrounding the incident. 
But despite the massive outpouring of 
anti-Soviet sentiment here, the episode's 
— impact on United States-Soviet relations 
appears to be limited and largely sym- 
bolic. 

_ The outrage with which US officials re- 
onded to the incident, with President 
onald Reagan calling it a terrorist act 

ànd a massacre, was called into question 
ewhat by the belated disclosure that 
E earlier a US RC135 reconnaissance air- 
— craft had been in the general area of the at- 
“tack and actually crossed paths with the 
South Korean airliner. Likewise, the less- 
than-forthright explanations offered by 
- Moscow leave clouds of doubt hanging 
over the Soviet Union's public explana- 
—— tion for its behaviour. 
Among the key unanswered questions 
are: why was KAL Flight 007 flying some 
- 300 miles off course in Soviet airspace? 
Did the South Korean aircraft receive 
- warnings from the Soviet interceptors, 
and if so why did it not radio to the Tokyo 
‘air controller? Did the Soviet aircraft 
"know the South Korean airliner was civi- 
- lian, and in any event why did they not 
. force it to land? Was the presence of the 
"RCI35 “routine,” as US officials claim, or 
- was something afoot that might have been 
f perceived by the Soviets as being unusual? 
None of the theories as to why the air- 
| liner was off course explains the occur- 
—— fence sufficiently. A major breakdown of 
the aircraft’s three independent com- 
puterised navigational systems that either 
knocked out or distorted readings of the 
electronic systems is dismissed because 
the crew never reported any such happen- 
ing to air-traffic controllers. Another 
— theory, advanced by a highly regarded US 
E technical. intelligence official, Bobby 
—— [nman, is the “innocent airliner” explana- 
— tion. Inman says that when KAL 007 left 
= Anchorage, Alaska, the pilots may have 
— — made “substantial errors" when program- 
ming the computerised navigational sys- 
tem. Inman argues that the aircraft may 
have appeared to the pilots to be on a nor- 
mal route, though in fact it was way off 
course. 

According to this theory, when the 
— Soviets tried to intercept it, the South Ko- 
— rean pilots, thinking they were on course 
iU and over international waters, "aren't 
- . about to follow a signal from Soviet air- 
craft to divert and land. And so they pro- 
ceed . . . having the Soviets fly around 
commercial airliners is not a unique event.” 

Among the problems with this explana- 
ton is that while like a typographical error 
na typewriter, it is possible to punch the 
wrong button on the geographical coordi- 
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Evidence suggests that the Soviet military made 
| the decision to shoot down KAL 007 on its own 


nates, the numbers can be read out on an 
electronic display before the entry is 
made, and moreover it is standard prac- 
tice for one crew member to check the en- 
tries of another, Furthermore if, as Soviet 
Air Defence Commander Gen. Semyon 
Romanov said, the Soviet pilots fired trac- 
ers at 007 after the KAL flight failed to re- 
spond to repeated attempts to force it to 
land, that certainly should have led the 
KAL pilots to comply with the fighter 
pilots’ demands. 

To this day, US officials have no expla- 
nation as to why in 1978 a South Korean 
airliner flying from Seoul to Paris, which 
was shot at by the Soviets and crash- 


Seoul demonstrators burn Soviet President 
Yuri Andropov's effigy: unanswered questions. 





landed on a frozen lake, flew off course 
1,000 miles into Soviet airspace. The 
Soviets never released the black box flight 
recorder from that aircraft. and US offi- 
cials doubt that the black box from 007 will 
ever be recovered. 


en. George Keegan, former chief of 

US Air Force intelligence and an anti- 
Soviet hardliner, said the South Korean 
pilots, with years of experience monitor- 
ing aircraft movements and military com- 
munications, should have been aware of 
how sensitive the Soviets are to violations 
of their airspace. Keegan said: “I have 
never failed to be surprised at how care- 
less the Koreans are, despite the risks of 
flying near Soviet airspace.” He added in 
an interview: “Despite all that the Soviets 
had there, the Koreans continued to fly 





further away, over japanese ilepa” 

There are conflicting reports on whe- 
ther or not the KAL flight was warned be- 
fore it was shot down. The account given 
by Romanov unambiguously stated that 
the KAL jet was flying without its naviga- 
tion lights on and that the aircraft did not 
respond to efforts by Soviet interceptors 
to lead it to a landing site, did not respond 
to radio signals, wing-waggling or flashing 
lights. Romanov said the Soviet intercep- 
tors then fired warning shots of tracers. A 
senior US official told reporters on Sep- 
tember 5 that “the Soviets made no seri- 
ous effort to identify or warn the KAL air- 
craft." According to Kim Chang Gyu, the 
pilot of the KAL flight involved in the 
1978 incident, the Soviets gave no warning 
before firing at his aircraft. 

But senior intelligence officials here 
have told some reporters that the KAL 
flight did signal to the Soviets that it would 
comply with established interception pro- 
cedures before it was shot down, Ac- 
cording to these officials, analysis of 
the communications between Soviet 
pilots and ground commanders indi- 
cated that the KAL pilots were 
aware they were being pursued and 
either flashed navigation lights or 
waggled the aircraft's wings to signal 
compliance. The uncertainty as to 
which the KAL pilots did is attri- 
buted to “incomplete” and “frag- 
mentary” monitored conversations, 
the officials said. 

The account by Romanov 
suggested some confusion as to whe- 
ther the aircraft the Soviets were 
tracking for two-and-a-half hours 
was an RC135 or KAL 007, saying: 
"Its outlines resemble that of the 
American reconnaissance _ plane 
RC135.” But a senior US official 
told the Review: “The Soviets 
tracked the KAL 747 and the RC135 
separately and knew there were two 
planes. Although the planes crossed 
paths, they were never closer than 
75 nautical miles.” 

US officials said that the Soviet 
pilots only referred to the plane they 
shot at as “the target,” but say that 
the Soviets were within 2 kms, in vis- 
ual range of the 747, which they point out 
has an unusual shape and is almost twice 
the size of the RC135. A former senior 
CIA official in former president Jimmy 
Carter's administration told the REVIEW 
that it is not "routine," as Reagan claimed, 
for the RC135 to be flying missions in the 
middle of the night. 

Some US officials say that the 1978 inci- 
dent, which represented a major failure of 
Soviet air defences, was a factor in the re- 
cent episode. Reagan, in a public address 
on September 5, said the Soviets posi- 
tively identified the 1978 KAL flight as a 
civilian airliner, and that the Soviet pilot 
questioned orders to shoot it down. As a 
result of that penetration of Soviet 
airspace, according to US officials, several 
Soviet officers were court-martialled, and 
reportedly some were executed. As a con- 
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‘equipment. The offi ia 
| Soviet decision to the rigidity of the chain 
-of command, particularly in light of the 


reaction by the Soviet hierarchy to the: 
Under-Secretary of State. 


1978 affair. 
‘Lawrence’ Eagleburger said: “We may 
never know exactly why they did it." 
‘Another senior official said: “It was so 


stupid an act, it is hard to believe the poli- 


tical leadership made the decision." 


Ironically, the grassroots US response 
-has been far stronger than the reaction of |. | 
the Reagan administration. There have | 4 


fly into US 
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Lines (KAL) jetliner near 
lin eters However, Tokyo's ties 
ted States and South Korea 
have strengthened as a result of Japan's 
business-like handling of the incident. 
The attack has had several other reper- 
cussions in Japan. It jarred many Japanese 





into recognising the sometimes-harsh 


realities that surround them, and some 
analysts here suggest their countrymen 


have learned a lesson about the need for. 


greater national security. The incident 


showed Japanese defence capability in a 
new and brighter light. E | 
It remains uncertain whether US or 

Japanese intelligence was more responsi- | 
ble for providing the world with what it - 
knows about the attack. What is clear is | 


that the Japanese helped much more than 


nearly everyone expected they could or | 


as to reveal its | 
attribute the | 


would. "They surprised. themselves with 
what they could do.” said one US analyst. 
“They were with us and sometimes ahead 


of us much of the way.’ 

"One. area that may not be. underesti- 
rated in.the future is Japan's electronic 
surveillance capability. Reliable informa- 
tion on this sensitive subject is hard to con- 


firm, but Japanese press reports cited gov- 


ernment sources who claimed: “Self-De- 
fence Forces played a central role in un- 


| covering the facts of the case.” 








been calls for tough action, not unlike the | 
public reaction to the 1979 seizure of US | 


po w 


words — Reagan called the incident an 
"act of barbarism" in his September 5 
speech — the administration's response 
has been cautious and measured. A senior 


US official said: “The act doesn’t change | 
our estimate of or attitude towards the | 


Soviets, it only confirms it.” 

| - What is far more important is what the 
administration i is not doing. It did not can- 
cel the September 6 meeting between Sec- 
retary of State George Shultz and Soviet 


Foreign Minister Andrei Gromyko in | 


Madrid; it did not cancel the 5-year US$10 


billion grain deal with the Soviets and it | 


did not cancel or postpone the new round 
of talks on the deployment of missiles in 
Europe. Moreover, Reagan in his address 


to the nation confirmed that he will move. 
ahead with the strategic arms reduction |- 


talks in October. — 
In short, while the Soviet act has proba- 
bly left an’ indelible mark on the collective 
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the initiative in convening the Unit 
tions Security Council. Behind thes 
the government worked closely 
Washington in sharing intelligence 
analysing them and agreeing to ac 
cert with the US in releasing info 
that described Soviet actions. 
sion to move with the US (and also. 
some of the credit for pinpointing t 
aster) “was made at the highest leve 
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_ France. The Foreign Minist 
_ mainly because of the outstanding dispute 


vs. This was a clear reference to Prime 


Minister Yasuhiro Nakasone. 


The tragedy has potentially positive im- 
plications for Nakasone. His career-long 
insistence on stronger national security 
now seems vindicated. His more recent 
emphasis since he took office last 
November — on substantially closer dip- 
lomatic and military collaboration with 


_ the US and Nato countries — also appears 


more appropriate to more Japanese now 
than before the Soviets’ destruction of 
Flight 007. 

"As horrible as this incident was, it 
taught us about how severe conditions are 
surrounding Japan." said one Japanese in- 
telligence official. "This will help the 
popularity of Nakasone." 


poco». major opposition parties, 
especially the Japan Socialist Party, can 
expect diminished public support for their 
disarmament and neutralist positions on 
international politics and defence. Even 
the Japan Communist Party issued a state- 
ment condemning the shooting: “It is 
categorically unforgivable that a civilian 
plane is shot down in peacetime merely 
because it had invaded [Soviet] territorial 


* sky. Our party demands strongly that the 


Soviet Government disclose the truth 
about this incident without delay, and that 
it take a responsible attitude on this inci- 
dent.” 

The diplomatic strain-on Soviet-Japan- 
ese ties aggravates an already poor situa- 
tion. Japanese Foreign Ministry sources 
said a few weeks before the South Korean 
aircraft was shot down that relations with 
the Soviet Union “are going through a dif- 
ficult period — probably the most difficult 
since we established diplomatic relations 
with them in 1956." 

Earlier this year a delegation from Mos- 
cow urged Tokyo to sign a long-term 
economic agreement similar to existing 
pacts with West Germany, Britain and 
refused, 


with Moscow over four islands north of 
Hokkaido, not far from where the KAL 
airliner went down. These have been oc- 
cupied by the Soviets since 1945, but 
Tokyo has claimed them as Japanese ter- 
ritory. "The biggest problem between 
Tokyo and Moscow is constant underesti- 
mation of Japan's power on the part of the 
Soviet Union,” said one Foreign Ministry 
official. “That is the history of our rela- 
tions. " 

It remains to be seen whether the brisk 
determination that marked the Japanese 
Government's actions regarding the KAL 
tragedy will persist. Doubtless, the tempo 
will slow, and Tokyo's long-familiar pat- 
tern of waiting to see what Washington 
and Western Europe do before commit- 
ting itself will emerge from time to time. 


But Japanese officials are clearly more 


confident of the government's ability to 
react quickly and decisively at a time of 
crisis. They tested public opinion and 
found popular support for meaningful ac- 
tion. That is a big, and probably irrevoca- 
ble, step in the post-war process of assum- 
ing more international responsibility. tg 


16 


PHILIPPINES 


as eres 7 A 
- di a 2 
Yn ict 


Post-calamity quest 





x . Ax VEL 
f SORTE 
| “= ET 

¢ <r 





zm VIO - 
+ 
p 


P "a 
"29 





Tensions have eased since the funeral of opposition 
leader Benigno Aquino, but several key issues remain 


By Guy Sacerdoti 


Manila: Except for one significant clash 
between Manila's youth and the national 
police on the night of the funeral of assas- 
sinated former senator Benigno Aquino, 
Manila has returned to a relative state of 
calm — if an uneasy one. 

Comments from government officials, 
opposition leaders, local police, busi- 
nessmen, students, merchants and work- 
ers all seem to dwell on three major 
issues which will affect the future of Presi- 
dent Ferdinand Marcos’ 17-year rule. 
Chief among these is the judicial commis- 


sion set up by Marcos to investigate the 


Aquino killing and whether its findings 
will be both thorough and impartial — 
even if the complicity of government offi- 
cials is implied. 

There is also concern over the presi- 


Post-funeral arrest: an isolated incident. 


dent's health, whether he remains firmly 
in control of his government and whether 
infighting among both military and civi- 
lian political factions portends changes 
within the administration. 

Finally, there is the future of the moder- 
ate, non-violent opposition. The issue is 
whether it will step out of the formal poli- 
tical structure entirely and boycott both 
the Aquino probe and National Assembly 
elections due next May. How will it main- 
tain the surge of anti-Marcos momentum 
generated by the assassination, the wake 
and the massive outpouring of sympathy 
during the funeral? 

As might be expected, public opinion 
here remains largely sceptical on all three 
counts. It is widely accepted that the com- 
mission will be a whitewash, that Marcos 
is not in full control and that the opposi- 
tion was effectively buried along with 
Aquino. But it is far too early to make 
Simplistic conclusions as the commotion 





and collective grief of the last 10 days of 
August are still fresh in the country's 
memory. 

Marcos tried to quash the nation's scep- 
ticism in an appearance on September 6 
before local and foreign businessmen and 
bankers concerned for the stability of the 
economy (page 56). Apparently recover- 
ing from whatever ailment has kept him 
from his presidential duties Marcos. as- 
serted he remained in control of govern- 
ment and that a coup was out of the ques- 
tion. He also said the commission would 
find the truth behind the assassination. 

The investigative commission was sup- 
posed to begin public hearings on Sep- 
tember 7, but it has already delayed its 
proceedings three times and appears ill- 
prepared to handle what will be viewed as 
a critical indication of the Marcos regime's 
credibility. Headed by Supreme Court 
Chief Justice Enrique Fernando, the com- 
ission is already becoming the butt of poli- 
tical jokes. Police officers familiar with 
the case say the investigation should be 
called “Fernando’s Hideaway.” 

Politicians joke that Fernando was a na- 
tural choice to head the commission be- 
cause he knows the airport so well (his fre- 
quent appearances standing behind Mar- 
cos’ wife, Imelda, when greeting foreign 
dignitaries have been used to identify his 
political allegiances). 


arcos' first problem in forming the 
commission was finding people willing 
to join it. Most of the judges named are 
viewed as Marcos supporters, while the 
two men approached who held the most 
respected public image — former chief 
justice Roberto Concepcion (who retired 
after martial law was declared in 1972) and 
Roman Catholic leader Cardinal Jaime 
Sin, both declined Marcos' appointment. 
The commission has also had difficulty 
finding general counsel. The commission 
secretariat falls under the tutelage of Mar- 
COS' executive assistant minister, Juan 
Tuvera; who will appoint its members and 
arrange all the materials for the commis- 
sion. 

The schedule of witnesses includes mili- 
tary and technical officials along with the 
alleged assassin's mother and sister. But 
the subpoena power of the Fernando com- 
mission has to date apparently not ex- 
tended to any of the non-military or non- 
government witnesses to the August 21 as- 
sassination. Journalists accompanying 
Aquino, for example, would be merely 
“allowed” to testify if they wished, Fer- 
nando said. 

The ability of the commission to protect 
witnesses who may say something the gov- 
ernment would rather not hear is also in 





SEPTEMBER 15, 1983 e FAR EASTERN ECONOMIC REVIEW 











$ 


The question is: | 
Which version? 


doe. 


a cx 


SSMO Rp e atn 









"uM c ar- l F 
E — A 
E ; L^ 7 " > l $e J 
] 23 ; 
Vw o "UU A . 
i s è t > PS ius n 
| — $ “s "3 lec 
: e a h p^ 7 F , 
XE à 3 $4, 
. una $ > WF ay’ 





Maritime Patrol Plane. Mercy Missions. | Photo-mapping Plane. Commercial Freighter. 


A Eh N 





e j - 
m^ 
-— 
——Àe fü mA 
Forest Fire Fighter. Tanker. 
Aerial tanker? Cargo aircraft? Forest fire fighter? Name payload by 22%, and its cruise speed by 11* 
just about anv task, and the Lockheed Her ules gets the In fact, to better meet the put isl ne d Iv-Fto-da« 
job done trom search and rescue to maritimi patrol tO requirements of its many demanding assignments, anew 
mercy missions Hercules has a structural lite tully twice that of original 
[he sturdy Heri ules nas evolved into Ovet 40 versi ns Versions still In! Service 
bringing proven performance loa wide range oi spe- Regardless of the mission for more than 50 nations and 
( ialtzed tasks. airlines there's no questio! ibout the answer: | f ri ules 
And as new uses tor Hercules have t volved so has Contact Director of Internattoi al Sal s, Lockheed 
the performance of this versatile airlifter. Since the basic Georgia Company, Zone 1, Marietta, GA 3006 3, USA, 
Hercules first flew, its ! inge has increased by 52%, its lelex: 542642. Lockheed Mara 


= Lockheed Hercules 





Sr ae 


w^ 3 


— 


doubt. Indeed, Fernando commented 
- early on that he was uncertain why witnes- 
ses would need protection. But the 
mother and sister of the alleged assassin, 
Rolando Galman y Dawang, whose body 
was pumped full of bullets by aviation sec- 
urity forces after he lay dead on the tarmac 
next to Aquino, have already been taken 
into custody for as yet unexplained 
reasons by air force officers. The air force 
later transferred them to National Bureau 
of Investigation officers, who are sup- 
posed to give witnesses protection. Gal- 
man's wife and daughter, also apparently 
picked up, have yet to re-appear. 


n from the unanswered questions in- 
volving the security guards who rushed 
Aquino down the 17 steps and on to the 
- tarmac in the six seconds before the first 
shot was heard, there are other imponder- 
ables: photos showing suspicious onlook- 
ers watching intently before running 
away, the vanishing act by Aquino's 
guards after he was shot and how Galman 
managed to get as close as he did to Aquino, 
who was shot at point-blank range. 

The larger question of who ordered the 
assassination must also be part of the com- 
mission's charge. Mrs Marcos, Defence 
Minister Juan Ponce Enrile and others 
told Aquino personally or by cable that in- 
vestigations showed evidence of an assas- 
sination plot. Will the commission request 


that evidence? Gen. Fabian Ver, armed | 


forces chief of staff, is the official with pri- 
mary control of the aviation security 
force: will he be asked to account for the 
lax security? 

The issue of Marcos' health also refuses 
to subside, despite occasional meetings 
with selected cabinet officials and brief ap- 
pearances on nationwide TV. The linger- 
ing question is whether limitations on the 
president's working schedule reduce his 
control on the reins of government — thus 
allowing an increased spate of internal po- 
litical jockeying over potential succession 
to slow the government down, if not bring 
it to a standstill. 

A number of current and former gov- 
ernment officials say this is already hap- 
pening, and some have openly called for 
Marcos to transfer power to the constitu- 
tionally appointed Executive Committee 
until national elections can be held. 
There is no indication, however, that 
this will happen. Observers are awaiting 
two important dates: Marcos' 66th birth- 
day on September 11 and the anniversary 
of the declaration of martial law on Sep- 
tember 21. which Marcos has used in the 
past for major announcements. 

The moderate opposition has remained 
exceptionally quiet in the aftermath of the 
Aquino murder, and it is still pondering its 
next step. Currently leaderless, it may 
turn to a moral champion of democratic 
principles based on non-violence to gal- 
vanise disparate political units. That 
moral champion could easily be Sin, who, 
with access to the country's largest mass 
media network — Sunday Mass — may be 
able to lend moral backing to the appa- 
rently widespread discontent that fol- 


lowed Aquino's killing. 
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Storm after the calm 


The killing of Indonesian soldiers raises questions ; 
about the pacification of a controversial territory 


By Susumu Awanohara 


Jakarta: Violence has erupted in East 
Timor just as the Australian Labor gov- 
ernment and the United Nations General 
Assembly are trying to make up their 
minds about the former Portuguese 
colony. In an incident on August 8, about 
15 members of the Indonesian armed 
forces (Abri) were killed by Timorese and 
it is presumed that Abri is now mounting 
an operation in pursuit of the killers. 
Officials are refusing to comment, but 
sources say an unarmed Indonesian army 
engineering corps was attacked in the pro- 
vince's Viqueque district. Although de- 
tails of the incident are not available, a 
whole unit of officers is believed to have 
been wiped out. Opinion is divided on 
whether Fretilin, the Timorese Liberation 


troops: were they involved? 





Front, was involved in the incident; some 
say it was a spontaneous uprising of villa- 
gers and civil guards, while others insist it 
was Fretilin-inspired. Observers say an 
operation is on to search for and punish 
the killers. 

The commander of the armed forces, 
Gen. Benny Murdani, visited East Timor 
on August 14 and is believed to be super- 
vising the operation. But reports that up 
to 20.000 Indonesian soldiers are involved 
are exaggerated, most observers say. As 
of early August, there were 9- 10,000 men 
in the local security forces, of which only 
3-4,000 belonged to infantry battalions, 
one source said. 

Major reinforcements would have been 
detected, the source added. But observers 
agreed that some reinforcement was 
likely, particularly from nearby com- 
mands. One source said that 8,000 men 
were participating in the operation. 

Those who believe that Fretilin planned 
the incident said it was à minor coup for 
the resistance group. According to this 
theory Fretilin, by disrupting the recent 
period of calm during which remnant Fre- 





tilin leaders have held talks with Indone- 
sian authorities, has demonstrated that 
there is no peace in East Timor and thus 
dealt a blow to Jakarta, which is hoping to 
gain international recognition of its inte- 
gration of the territory. Some feel that the 
Fretilin leaders with whom the Indone- 
sians have been dealing are not in control 
of the splinter groups. Others say Fretilin 
is simply taking Jakarta for a ride while the 
guerillas regroup. 

But there are hints that Fretilin was not 
directly involved in the August 8 incident. 
For one thing, Fretilin exiles outside East 
Timor have been slow to exploit the inci- 
dent. In past years Fretilin remnants have 
tried to create incidents — which their 
supporters outside then publicised widely 
— before the UN vote on 
East Timor. Secondly, 
there is a theory that the 
killings resulted from the 
dismissal of a police chief 
in East Timor who was 
blamed by Jakarta for al- 
lowing four Fretilin gueril- 
las to contact visiting Aus- 
tralian parliamentarians 
(REVIEW, Aug. 18). The 
police chief was not 
Timorese, but his subordi- 
nates and followers great- 
ly admired him and were 
angry at this dismissal. As 
a reprisal, the theory goes, 
they attacked Indonesian 
soldiers. 

According to a source 
close to the government, 
the basic problem in East Timor concerns 
the adaptation of the local populace to a 
new way to life. The Portuguese left the 
Timorese alone — a neglect which with 
hindsight the Timorese cherished. After 
integration, their lives have become much 
more regulated by the government and 
they are expected to participate in all man- 
ner of activity, such as joining the civil 
guard. All this offers opportunities for 
manipulation by Fretilin, even though the 
latter is no longer the main problem, the 
source stressed. 

In the final analysis, Jakarta does not 
care about what Canberra or the UN think 
of East Timor, but the problem of cultural 
adaptation will remain and Jakarta cannot 
launch an operation every time non- 
Timorese Indonesians are hurt in the new 
province, the source said. Whether such a 
moderate view will prevail over the more 
militant inclinations of some Abri leaders 
remains to be seen. And given an informa- 
tion black-out, it could be a long time be- 
fore the world knows exactly what has 
taken place in East Timor since August 
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We are not amused 


Hereditary rulers opposed to federal government attempts 
to limit their powers may force a constitutional crisis 


By K. Das 

Kuala Lumpur: The government's at- 
tempts to dampen one of the most con- 
troversial debates in recent Malaysian 
politics have failed to reduce tensions that 
may eventually threaten the nation’s deli- 
cate balance of power. The hereditary sul- 


tans who rule nine of Malaysia's 13 states | 


are coming out strongly against proposed 
amendments to the federal constitution 
that would limit their legislative role. The 


government successfully controlled press | 


reports while parliament debated the issue. 
But it is now much debated among the 
public here whether the sultans will com- 
ply with parliament by giving royal assent 
to changes that will limit their own 
powers. 

These were contained in a group of 22 
constitutional amendments debated in 
parliament in August (REVIEW, Aug. 25). 
Among the most controversial was a pro- 
posal to eliminate the need for the royal 
assent of sultans for bills in their own 
states to pass into law. Another amend- 
ment limited the king's jurisdiction over 
federal legislation. Parliament passed 
these amendments in considerable haste. 

But it is slowly emerging that the Yang 
di-Pertuan Agung, or king, has so far re- 
frained from giving his assent to the con- 
stitutional amendment bill. A close 
member of the royal family in Kuala Lum- 
pur who confirmed this asked: "Is there a 
time limit for the king to give his assent?" 
This suggests that a war of attrition may 
have begun. The questions now are who 
will be worn down first, and whether this 
will precipitate a constitutional crisis. 

According to legal authorities. here 
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there is no time limit to force the king to 
sign the bill. In the words of the opposition 
leader, the Democratic Action Party's 
Lim Kit Siang: “If the king refuses to sign, 
then the government must look for a poli- 
tical solution, not a legal one." Lim was 
unwilling to go further — under Malaysian 
law, questioning the position of the sul- 
tans constitutes sedition. But his meaning 
was clear: if the rulers do not bow to par- 
liament, their future is not secure. . 

"The rulers must remember that in 
Malaysia parliament is supreme, not the 
constitution," said Tun Suffian Hashim, 
the recently retired lord president of the 
Malaysian courts. Suffian, who has writ- 
ten extensively on the constitution, said 
the amendments themselves were con- 
stitutional, while other authorities say 
there are doubts as to their legality. 


ources in Malacca, Negri Sembilan and 

Johor states say some rulers have re- 
tained attorneys — including Queen's 
Counsel in Britain — to study the ques- 
tion. The main argument against the con- 
stitutionality of the amendments is whe- 
ther the provision requiring royal assent 
either at the state or federal level can 
legally be altered. 

There has been opposition from within 
government ranks in the states them- 
selves. The Johor state assembly, which 
met on September 5 for a one-day session, 
did not table the controversial clause of 
the bill, though it did consider another 
clause. The sultan, who was expected to 
address the assembly, did not do so. In 
Negri Sembilan the assembly was ex- 
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pected to pass the Rao Ajon plan- 
ned for August 26. The ing was can- 


celled because a mandatory constitutional 
committee meeting had not been held. 
State sources have indicated that there is 
serious opposition to the bill within the 
government. 

In Malacca, where the assembly met on 
August 16, the controversial clause was 
not touched. There is no sultan in that 
state — the head of state, the Yang di-Per- 
tua, or governor, is appointed by the king. 
The reluctance of the assembly to consider 
the issue was seen as a sign of sympathy for 
the sultans. The state assembly of Pahang 
— the state from which the king hails — is 
to meet on September 12. According to 
assemblymen in the state, the bill will not 
be examined. 

While standing committees on the con- 
stitution in all states are studying the bill, 
none has shown signs of approving it. The 
difficulty for the federal authorities is that 
the amendment bill has 22 clauses, the 
bulk of them on bread-and-butter subjects 
that need to be passed quickly. One seeks 
to increase the number of state and federal 
seats in state parliaments. Without pass- 
age, the election commission will be un- 
able to draw new constituency bound- 
aries; if this is not done soon, it may be too 
late for the next general election, which 
may be called as early as 1986. The states 
themselves cannot change their constitu- 
tions without being consistent with the 
federal constitution. They also are re- 
quired to change their constitutions to be 
consistent with changes at the federal 
level. 

While there is no open debate, the coa- 
troversy is building steadily. One member 
of the Pahang royal family, Tunku Arif , 
Bendahara, said in an interview that the 
sultans were surprised at Kuala Lumpur's 
move. “They are not as rich as some 
people think," Arif said. "First they were 
criticised for going into business. Now 
this. It does not make sense." 

One legal authority here said the gov- 
ernment action was prompted by the ruler 


25 







3E: 
f Pal ng s refusal V5 sien 
m 979-8]. He added that the law was 
-clear that the sultans must sign bills pre- 
— sented to them. “What the other sultans 

should have done was to get together and 
© any-truculent rulers if they were 
ig difficult, This, unfortunately, has 
^ not been done, and we have a problem on 
our hands." 

More than a month after parliament 
passed the laws, they have not received 
royal assent, nor have they been published 

- in the government gazette. According to 
= the government printer, only a signal is 
awaited before his presses roll. But for the 
moment there is no sign that he will be in- 
formed shortly. 

The sultans’ conference of rulers, which 
was scheduled to meet in Kota Kinabalu in 
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_ By Teresa Ma 


. Hongkong: Chinese dissident Lin Xiling, 
4 g renty.: in Hongkong visiting her family. 
= was recently told by officials of China's 
B Xinhua newsagency in Hongkong that Pe- 
B iz was ready to grant her permission to 
E reside permanently in Hongkong. Lin is 
here on a three-month, two-way visa, 
which requires a return trip to China by 
—— October 2 this year. She must go back to 
- China before then to obtain an official exit 
— permit before she can resettle in Hong- 
ong. 
— — Lin has sought refuge in Hongkong 
- since 1979 when her plea to the Chinese 
Government to have her “big-rightist” po- 
litical status revised was rejected. In 
Hongkong, she has declared on many oc- 
casions her determination to overstay her 
visa unless the Chinese Government 
r promised to allow her to stay in the colony 
—— — with her elderly mother and her nine-year- 
— old son, who resettled here in 1979. 
| Describing herself as one of the few un- 
-—— rehabilitated victims of the late chairman 
Mao Zedong's anti-rightist purges of the 
1950s-60s, Lin has been openly critical of 
the communist party and China's bureauc- 
-—  racy in statements to the Hongkong press. 
Her case has been given sympathetic 
treatment in local pro-Taiwan news- 
| papers. “Marxism is obsolete and faulty," 
; Lin told the REVIEW. “Many leftist ele- 
ments have persevered in the Chinese 
bureaucracy. They resist reforms and 
guard their territory well. Each unit in the 
b Chinese Government is a separate king- 
—.— dom, each with an individual headman.” 
t Lin is bitter and blames leftist elements 
i for keeping her from seeing her mother 
F and elder son. She believes the present 
Chinese leadership is more moderate than 
previous ones but holds officials currently 
in power responsible for refusing to revise 
her political status. A large number of 
other people who were branded as right- 
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meet- 
ing have met with evasive replies, suggest- 
ing that the rulers are not eager to attend a 
meeting that could be stormy and put their 
futures in doubt. If they meet and decide 
against the amendments, there will be a 
grave crisis; if they decide in favour of 
them, they would come away with less 
than the limited legislative powers they 
have now. 

For the moment there is only an omin- 
ous silence, as the press continues to 
ignore the issue. but it is obvious that the 
problem must be solved quickly if Prime 
Minister Datuk Seri Mahathir Mohamad's 
government, with its massive electoral 
mandate of last year. is to continue gov- 
erning at all. 


Lingering persecution 


allows dissident Lin Xiling to reside in Hongkong 
but refuses to lift her political stigma of ‘big rightist’ 


ists during the anti-rightist campaign of 
1957 and the Cultural Revolution of the 
1960s were rehabilitated in 1978. 
Remaining on the government's books 
as a “big rightist,” Lin appealed her case 
to the Peking Municipal Higher People's 
Court in 1979, The court said in a decision 
issued on May 13, 1980, that it had re- 
examined the allegations against her, the 
evidence and the legal procedures which 
led to her sentence in August 1959, and 
had found them all to be correct. The 
court further said that it hoped Lin would 
"admit your mistakes and repent, reverse 
your counter-revolutionary standpoint 


and devote yourself to the motherland’s 
Four Modernisations."  . 

Lin was arrested in 1958 on the eve of 
her graduation from Peking's People's 
University and her wedding. She was then 
23. Lin was sentenced to 15 years impri- 


Lin: life in chains. 
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cide with the Official line,” she said. AM" 
communist party was toying with absolute 
power aid democracy was non-existent.” 

Two years earlier, in 1956, the com- 
munist party invited China's intelligentsia 
to participate in the Hundred Flowers 
campaign. calling on intellectuals to "let a 
hundred flowers blossom, let a thousand 
schools of thought contend." It was during 
this campaign that Lin emerged as a stu- 
dent leader. The era saw the flowering of 
big-character posters which attacked the 
government and its leaders, and were used 
as evidence against their authors when the 
Hundred Flowers campaign later yielded 
to the anti-rightist campaign. 

At that time, Lin was a law student 
under the patronage of the People's Liber- 
ation Army, which she had joined in 1949 
at the age of 14. "Although I was never a 
party member, PLA members were consi- 
dered reliable and therefore more suitable 
to study law," she said. She was involved 
in propaganda work in the army. Lin Xi- 
ling was a pseudonym she adopted during 
her university days by combining the 
names of three prominent literary critics 
of the time. Her real name was Cheng 
Haiguo., 

When she had completed her sentence 
in 1973, Lin returned to her home pro- 
vince of Zhejiang. She was assigned to 
work at an agricultural-machinery factory 
where she met her husband, with whom 
she had two children. There, until 1980, 
Lin earned a little more than Rmb 30 
(US$15) a month. Lin is seeking a divorce 
from her husband, who has remained in 
Zhejiang with their younger son. "My 
husband is more than 10 years younger. 
He has also often complained that my 
status as a rightist has made our lives mis- 
erable. But we didn't think too much 
when we married." 

Just before she was granted permission 
to visit Hongkong, Lin was hired as a lec- 
turer in legal theory by the Political Sci- 
ence Department of the Guangdong Pro- 
vincial Education Institute in Canton. Her 
new employment followed the belated 
issue of her university graduation certifi- 
cate in 1979. “When I finally received the 
certificate, | was 43, more than twice my 
age when I finished university studies.” 
Lin was to begin work in October. Before 
she was informed of Peking's decision to 
allow her to live in Hongkong, she told the 
REVIEW that she planned to teach in ac- 
cordance with official instructions, when 
asked how she would reconcile her politi- 
cal beliefs with her teachings. 

Lin claims to have received invitations 
to go and live in Taiwan, where her father 
has been since leaving China in the early 
1960s. “Unless they can promise me | 
won't have to write anti-communist arti- 
cles when I get to Taiwan, I will not go," 
Lin said. Meanwhile, her prominence in 
the Hongkong press has cut short her stay 
at a hostel run by a local religious organi- 
sation. “I was asked to move due to my 
being Eit eot She said. 
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5+1 is the formula for 
- Southeast Asian defence 





s T: mathematical combination 5 + 1 has 
~ M acquired a diplomatic life of its own 
— among Southeast Asian officials. In the 
- present context, however, it refers neither 
| toa novel Cambodia solution nor to an ex- 
cted increase in Ascan member states. 
t refers to the Five-Power Defence Ar- 
rà E e (FPDA), concluded by Aus- 
E tralia, Malaysia, New Zealand, Singapore 
Sand Britain in 1971, Over the past 12 
_ years, this expression of a common in- 
- terest has led a precarious existence, vacil- 
lating between a premature demise and 
prs of short-lived optimism. 
A number of developments seem to hint 
- at a low-keyed transformation, a change 
E. an original 5-hp. image to a more 
_ purposeful, utilitarian cooperation. Such 
— @ metamorphosis hinges upon finding a 
2 - mutual acceptable formula which could 
bring Thailand, as the only non-Common- 
wealth country, into the multilateral 
E. grouping. Bangkok has expressed in- 
~ terest; other regional sentiments still lack 
oN - uniformity on this question, but the ad- 
— —yantage is clearly on the side of expansion. 
— There is no fear of imminent external 
— aggression against Thailand, yet the ac- 
2 celerating presence of the Soviet Union in 
~ the area, and its potential repercussions, 
E . keep security concerns alive. A rapid 
— modernisation of the Thai armed forces, 
1 i: though actively discussed, exceeds availa- 
— —bie qualitative resources and limited 
"S - budgets. Consequently, total self-reliance 
y _ appears to be unrealistic, as is total avoid- 
C ance of future entanglements. As for neu- 
 trality, which has found limited oral sup- 
— port within the framework of a regionally 
! B espoused zone of peace, freedom and 
neutrality, it remains a utopian goal of the 
— politically less sophisticated. Other radi- 
— Cal strategic options for Thailand appear 
— equally unattractive. 
E Any pursuit of total dependence upon 
— — Asean resources is necessarily restrained 
— by the Five's expressed aversion to joint 
military endeavours and by a diffusion of 
tactical planning which prevents inter- 
— —operability. Total trust in China's probity 
— would antagonise southern neighbours 
-— nd would most likely commit Bangkok to 
- continued support of the Khmer Rouge 
— (as part of the Democratic Kampuchea co- 
alition). Likewise, a total confidence in 
the United States raises questions of Ame- 
— rican credibility and of a global dispersal 
—— of its forces. A realistic assessment of its 
—— options has led Thailand to accept a mix of 
- the various possibilities, fully aware that it 
| may not offer an optimum of security. It is 
an accepted premise that when there is 
| only a partial commitment from one side, 
i the collaborating party will respond in 
kind. For this reason, Thai affiliation with 
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the FPDA could ensure a more credible 
defence environment, could provide an 
unobtrusive regional security enhance- 
ment without forging a new alliance, 
legitimise a broadening cooperation with 
neighbours, and stimulate, ultimately, à 
decrease in direct dependence upon vari- 
ous major military powers. 

Some form of association between 
Thailand and the FPDA appears to be al- 
ready operative but still short of an official 
declaration. Under the last. Australian 
government, the military aid programme 
was invigorated with the sale of Nomad 
aircraft; joint air exercises were agreed to 
in principle; goodwill visits by Australian 
Mirage jet fighters and Orion reconnais- 
sance aircraft were contemplated; Thai 
Observers were invited to land man- 
oeuvres in Brisbane, and a Thai involve- 
ment with the Integrated Air Defence Sys- 
tem was thought possible. The new Can- 
berra administration augmented these 
1982 beginnings. Outspoken Foreign 
Minister Bill Hayden now advocates. a 
higher profile in regional affairs, a military 
presence in the Indian Ocean, and an es- 
calation of defence cooperation (REVIEW, 
July 21). 


A^ member of the FPDA, Singa- 
pore, is assisting the Thai army in 
counter-insurgency operations and Spe- 
cial Forces training. A reciprocal element 
was provided when, for the first time, army 
commander Gen. Arthit Kamlang-ek and 
Thai regulars participated in the Cobra- 
King '83 joint exercises held in Queens- 
land. By orienting its defence support to- 
wards contiguous states, namely Malaysia 
and Singapore, and thereby tapping the 
resident resources of Australia and New 
Zealand, Bangkok can assure itself im- 
mediate access to emergency assistance. 
Trust built upon military cooperation can 
also have beneficial results for joint 
economic ventures through utilisation of 
multipurpose infrastructure. 

Advantages will also accrue to present 
members of the FPDA. Thailand offers a 
forward location for their own defence; air 
warning facilities and ground mobile radar 
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Hayden: higher profile. 


systems stationed in Thailand can extend 
notification time; likewise, offering re- 
fuelling facilities at U-Tapao air base to 
Hawkeye and Orion reconnaissance 
flights can bring mutual rewards. Of 
course, the question remains whether 
numerous bilateral agreements could not 
offer equal security dividends. Obviously, 
the economy of scale also applies to de- 
fence production and planning. Six rather 
than two collaborating partners could con- 
siderably broaden the base for a capability 
complementation. 

But there is a more crucial argument for 
multilateral organisation as a psychologi- 
cal inducement for deterrence. Former 
US secretary of state Henry Kissinger ex- 
pressed it as: “What the potential aggres- 
sor believes is more crucial than what is 
objectively true. Deterrence occurs above 
all in the minds of men.” The cumulative 
impact of an enlarged FPDA will make 
the management of perceptions more ef- 
fective than a Thai defence pact with a 
single Asean neighbour. In order to be 
credible as a deterrent, collective defence 
intentions as well as capabilities need to be 
publicly projected. All indications point 
to a de facto association of Thailand with 
the FPDA member states. A public an- 
nouncement to this effect could provide 
the additional psychological leverage. 

A reinvigoration and expansion of the 
FPDA is not without its critics. Inclusion 
of Thailand would move the arrangement 
outside the geographic confines of the 
Commonwealth. This may not altogether 
be a negative move as it could also lessen 
dependence upon superpowers. It would 
be in line with a recent statement by 
Malaysia s Deputy Foreign Minister 
Abdul Kadir Sheikh Fadzil, who rejected 
the push for Asean regional security as a 
search for "military outposts in the for- 
ward defence perimeter of foreign pow- 
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Range in in the status quo Md 
mation of a military bloc. Presumably, a 
five- or six-member FPDA would be out- 
side this definition, otherwise Kuala Lum- 
pur would have left the arrangement some 
time ago. Still, Malaysia continues to en- 
tertain residual reservations about Thai 
membership in the FPDA. 


S. regional officials voiced concern 
that a refurbished FPDA could provide 
an excuse for communist countries in the 
area to intensify tension. Such a claim is 
more emotional than logical. If the FPDA 
is used as a mere pretence for hostile acts 
by potential adversaries, any bilateral 
exercise in and around Thailand could 
serve with equal validity. If there should 
be honest apprehension by the Indo- 
chinese states over enlargement of the 
FPDA, perhaps the arrangement is pro- 
viding the deterrent image which it was 
designed to project. 

There is, however, a more critical prob- 
lem to be considered should Thailand 
eventually, and formally, accede to the 
FPDA. It is the security role of Indonesia, 
the only country now within Asean having 
neither a superpower nor a multilateral 


What the potential aggressor 
believes is more crucial than what 
is objectively true. Deterrence 
occurs above all in the minds 
of men.’ 


defence link. A possible Brunet affiliation 
with the FPDA in 1984 after indepen- 
dence would have a further isolating ef- 
fect. But a prospering FPDA may not look 
as bleak from Jakarta as first impressions 
could convey. 

Enhanced national resilience, as is fre- 
quently proclaimed by Indonesian lead- 
ers, can contribute to regional resilience. 
Improving defence coordination outside 
of Asean, and without the psychological 
ballast of a new alliance, can foster posi- 
tive perceptions abroad as well as greater 
intra-regional cohesion. After all, improv- 
ing the security of Indonesia's immediate 
neighbours to the north could be seen to 
have beneficial consequences for Jakarta 
by [Indonesian leaders. 

Can the FPDA be enlarged for inclu- 
sion of additional states? No doubt it can if 
unanimous consent is reached by the pre- 
sent five participating nations. In any 
case, the arrangement is part of an infor- 
mal communique which guarantees re- 
spect for the territorial integrity of all 
countries and views the defence of 
Malaysia and Singapore as indivisible. 
Thailand's acceptance as a frontline state 
has logically extended the defence 
perimeter of the grouping. Prompt consul- 
tation in the event “of an externally or- 





ganised armed attack” on Thailand would 
be of mutual interest, and is the only speci- 
fic safeguard provided by the FPDA 
should there be a military emergency. In 
other words, the FPDA could ensure 
simultaneous dialogue instead of bilateral 
and presumably separate, uncoordinated 
colloquies. 

Furthermore, Thailand would have the 
advantage of an equal partnership in the 
Integrated Air Defence System, the Air 
Defence Council, the Naval Advisory 
Working Group, and the Joint Consulta- 
tive Council for discussing defence mat- 
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ters at the senior official levels The de. J 
facto steps have been taken for i Or- 

porating Thailand in the arrangement, — 
Formalisation of the cooperative effor 
ultimately required for achieving the d 
sired deterrent effect and for maxi iin g 
national defence capabilities. Asean-is 
widely acclaimed as an indigenous success 
in economic and socio-cultural coopéra- 
tion. The FPDA could be a parallel m 
gional endeavour, ostensibly providing a 
additional dimension to existing CC a: 
boration without detracting from Asc 
non-military objectives, 
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The government triggers an unusually hot debate by introducing 
a hospital-care plan requiring workers to shoulder the cost 


By V. G. Kulkarni 
or nearly two decades Singapore's 
leaders have worked hard to improve 

the country’s health-care system. But now 
the message is that Singaporeans had bet- 
ter stay healthy and out of hospital or they 
will have to pay dearly for health care. 
Parliament has approved in principle a 
plan whereby the government will gradu- 
ally reduce and ultimately cease official 
hospital-care subsidies for most Singapo- 
reans. In place of the subsidies, workers 
will be required to contribute a part of 
their earnings each month to pay for their 
future hospital bills. 

The two-day debate in the legislature on 
August 30-31 was heated, a rarity in parlia- 
ment, where the ruling People’s Action 
Party (PAP) has a 74-1 majority. The lone 
Opposition member, J. B. Jeyaretnam, 
whose Workers’ Party has long called fora 
liberal health-care system heavily sub- 
sidised by the government, damned the 
bill as being filled with pious platitudes but 
not worth the paper it is written on. And 
even the PAP's backbenchers made their 
reservations known over the hospital-care 
plan. forcing the gov- 
ernment to take into 
account some of their 
suggestions on minor 
changes. 

The outlines of the 
bill — known as the 
Medisave scheme — 
were publicised in 
February as a govern- 
ment blue paper. The 
crux of the scheme, 
which is to become 
part of the overall na- 
tional health pro- 
gramme extending to 
the end of the cen- 
tury, is that while the 


government will continue to incur the- 


capital costs of hospitals and equip- 
ment and will continue to train necessary 
medical manpower, those gainfully em- 
ployed will have to pay the recurring costs 
of hospital care for themselves and their 
dependants. The treatment of those who 
are mentally ill and others who are desti- 
tute would, however, be paid for by the 
state. 

Introducing the bill in parliament, Sec- 
ond Health Minister Goh Chok Tong said: 
"It seeks to encourage Singaporeans to 
stay well and rewards those who do." The 
blue paper on health had stated that the 
government was concerned by the more 
than fourfold increase in the running costs 
of the Health Ministry from S$59 million 
(US$27.7 million) to S$257 million in the 
10 years since 1971. As 80% of this cost 
goes towards manpower, costs will con- 


tinue to rise in the coming vears, Goh said. 

Adding to the government's alarm is 
Singapore's aging population. In 1982, 
those above 60 years of age numbered 
183,000, or 7% of the population. The 


| government projects that the proportion 
| of the aged will rise to 8% by 1990 and 














12% by the end of the century. Nearly half 
of those hospitalised in Western countries 
with a high percentage of the aged are 
over 60, Goh pointed out. 

With such demographic realities loom- 
ing for Singapore, hospital admissions are 
bound to rise in the future. Between 
1978 and 1980, the number of Singapo- 
reans hospitalised rose from 76 per 
thousand to 100 per thousand. Working 
on the basis of a 1?5 annual growth rate, 
the blue paper projected that hospital ad- 
missions will rise to 135 per thousand by 
the year 2000. 


A part of its proposed scheme, the gov- 
ernment plans to build more hospitals, 
raising the number of beds from the pre- 
sent 9,920 to 13,480 by the end of the cen- 
tury. During the same 
»|8 period it intends to train 
— |$ more medical professionals: 

2 increasing the number of 
doctors from 2,200 to 3,600; 
dentists from 530 to 960, 
and nurses from 7,500 to 
10,600. 

The government also em- 
phasises in the new plan 
specialised training for doc- 
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Tan; Singapore General Hospital: a five-star hotel? 


was ar up by PAP 
i as wasteful expenditure 
that. c test-tube babies and 
what the MPs considered to be un-needed 
computer brain-scanning available to a 
few while ignoring overall public health 
care. Such services would create their own 
demand, primarily from the affluent, they 
argued, and would add to total health 
costs. Augustine Tan, a doctor and PAP 
backbencher, also commented that the 
Singapore General Hospital was pre- 
sented like a five-star hotel and took the 
health minister to task by asking: "Do we 
need such extravagance?" 

But the main focus of the criticism 
centred on the enforced Medisave 
scheme, which is to form part of Singa- 
pore's compulsory Central Provident 
Fund (CPF). Under the new plan an 
amount equal to 50% of a worker's basic 
monthly wage — the present rate is 46% 
— is to be contributed to the CPF, with 
half contributed by employer and half by 
the employee. Of this, 6% will be set aside 
for the Medisave account, which is to be 
used for hospital-care expenses. In effect, 
the contribution amounts to a compulsory 
savings account with the government — 
carrying less interest than offered by 
banks — to pay for any future medical 
eventuality. At present, the government 
subsidises about 75% of a worker's hospi- 
tal costs. Goh said the subsidy would be 
withdrawn completely, though gradually. 

On reaching 55, an individual would be 
required to keep a balance of at least 
$$10,000 in his Medisave account for sub- 
sequent expenses, and money unspent at 
death would go to a worker's dependants. 
Even upon a person's retirement, the gov- 
ernment would be unwilling to foot the 
hospital bills of those who could not afford 
the expenses. Goh said that in cases of the 
aged and the chronically ill, their families, 
voluntary organisations and clan associa- 
tions should come to their aid. 

The most vociferous PAP critic of 
Medisave was Toh 
Chin Chye, a back- 
bencher and former 
deputy prime minis- 
ter who has also held 
the health portfolio. 
In a spirited attack, 
Toh pointed out: 
“Health care is a so- 
cial responsibility and 
not an individual one. 
Governments all over 
the world accept this 
responsibility. It is 
also a measure of 
civilisation.” 

Toh suggested al- 
ternative means of 
finding state funds for 
health care. He also 
argued that the 
budget had been run- 
ning in surplus for 
several years and that 
the treasury had more 
than enough to fund 
the Health Ministry. 
As a measure of his 
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ictionaries are not normally accused 
of providing compulsory reading, in 
fact far from it, but the new book of 
words produced by a team of five Aus- 
tralian scholars kept my attention rivet- 
ed. A masterpiece in its own right, The 
Macquarie Dictionary has an introduc- 
tion of 42 pages, which records the his- 
tory of the English language, reviews all 
previous dictionaries and includes, to my 
shock, foul Aussie slang. 

All Asians learning to speak English 
should find this a solid base for their 
studies and the dictionary, I reckon, 
should be available in all Asian univer- 
sities. (One possible restriction, unfortu- 
nately, is that the precise listing and de- 
tailed definition of Aussie obscenity 


| could make it a prohibited volume in 


some places. But the puritanical Aussies 
have accepted it.) 

"English," I learn, is not English. It 
was imported into Britain by groups of 
"Germanic tribal people," including 
Angles, Saxons and Friesians, who 
spoke related dialects. They arrived as 
Roman power waned in Britain in 
AD400 and “in the fullness of time they 
all came to be known as English and 
spoke what we now call old English 
dialects," and which happily prevailed 
instead of "learned and fashionable lan- 
guages like Latin and French." 

The Macquarie Dictionary points out 

- that in today's world “one person in 
seven has either inherited English as his 


— | orher native tongue or has learned it as a 


second language." Mandarin is the in- 


— | herited language of more people than 
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— dissatisfaction, Toh abstained from voting 


~ on the bill, another rarity in PAP par- 
~ liamentary history. Toh has for some time 
— been critical of the direction the PAP has 


— taken Singapore. 


_ Another MP rema 


rked that the 


—  Medisave scheme was influenced more by 


2 > 


|. revenue considerations 
— meeds and added: “It is 
— most discouraging that 
— the government is using 
— he stick to reduce de- 
— — mand for health ser- 
_ Vices.” While the rich 
— — and the middle class are 
— unlikely to be affected by 
—— the Medisave debate, as 
— — they are able to afford 
- personal or corporate 


pay- 









a 
—  health-insurance 
— ments, poorer Singapo- 
- reans would be hard hit 
by the 


Eom po- 
icy. 

Almost 25% of Sin- 
gaporean families live on 
household incomes of 
less than S$500 a month. 
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government's. - 


than by welfare 


Toh: rare abstention. 
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English is, and Hindi and Russian, it 
seems, could be running level with Eng- 
lish. But those three languages are, of 
course, largely confined to single large 
areas, while English is spoken (cor- 
rectly, in dialect form or simply garbled) 
throughout the world. 

"The Englishing of North America," 
the dictionary points out, "was intro- 
duced to Virginia by Captain John Smith 
[an appropriate name] in 1608 and to the 
Plymouth Rock in Massachusetts in 1620 
by the Pilgrim Fathers." Then the Pom- 
mies spread their lingo around the world 
as traders in Africa, India, Southeast 
Asia and China, and — às convicts — in 
Australia. 

But things are changing fast. Now, in 
England, there are urban areas where 
you can hear as much Bengali, Urdu or 
Cantonese spoken as you can English. 
And in the past decade (before the Viet- 
namese began to arrive), Greek resi- 
dents in my suburban hometown of 
Prahran, Melbourne, had established an 
expanding foreign community where 
Greek is (I am told) now spoken in some 
bars, shops and factories more fre- 
quently than Strine. 

Aborigines in Australia and Maoris in 
New Zealand, of course, still speak their 
native tongues — with an indulgent ac- 
ceptance of English. Australia — I am 
happy to record — is trying to ensure 
that those surviving Aborigines can still 
study their own language to pass through 
school and even university if they wish. 
And The Macquarie Dictionary reports 
that “probably the only [non-British] po- 


The size of the average household is 4.71 
persons, and poorer families tend to be 
larger. More than 60% of Singapore's 
workers earn less than S$600 a month. 

Some social workers argue that even as- 
suming wage levels keep up with the pro- 
portionate rises in hospital costs and tak- 
ing into account the costs of children's 
health care until they 
come of age, the average 
Singaporean could not 
afford to be in hospital 
for more than about 18 
days in his working life 
under the new scheme 
without his Medisave ac- 
count going into the red. 
As hospital costs will not 
vary with income levels, 
those earning less than 
the average would be 
worse off. 

One way of spreading 
the medical-care burden 
more evenly would have 
been to start a national 
health insurance plan 
under which premiums 
paid in by all would 
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litical entities in the world within whose 
margins English is the sole significant 
language are the island countries of the 
Caribbean such as Jamaica and 
Trinidad.” 

After all, about a million natives of 
Wales — where my father’s family (not 
Poms!) came from — still speak Welsh 
and some Scots in the Highlands still pre- 
fer to speak Scots Gaelic (and gulp 
Scotch whisky, of course). 

Samuel Johnson's dictionary (1765) is 
still acclaimed as the No. | English- 
language offering. In his introduction, 
Lord Chesterfield urged “all my fair coun- 
trywomen and fine gentlemen" to sur- 
render 'all their natural rights and 
privileges of "miss-spelling" and 
exhorted them to spell according to the 
Johnson norm. This, I now learn, is why 
the word "debt" is spelt with that *b" in- 
stead of becoming logically “dette” or 
"det" — because Johnson wanted some 
vestige of its Latin origin, "debitum," to 
be retained. 

Perhaps, on reflection, it would be 
better if young Asian scholars didn't 
study English at all — it is such a com- 
plex and confusing language, as this 
(Australian) dictionary admirably de- 
monstrates. 


e | have received a telephone call from 
an English-speaking panda telling me 
that there are, in fact, only 1,000 pandas 
still living in China. In my column last 
weck I stupidly wrote that there were 
100,000. My apologies to readers — and 
my regrets to the 99,000 absentees. 





cover the relatively few requiring hos- 
pital care. The government: rejected 
that idea, stating that national health in- 
surance schemes in the West have madc 
losses due to abuse by doctors as well as by 
patients. But critics point out that given 
the government's social control in this tiny 
city state — 2.5 million people and a few 
thousand doctors — effective supervision 
could prevent abuses. 

A recent survey by the National Trades 
Union Congress found that most firms 
spent less than 1% of their wage bills 
on hospital bills for their workers. More 
than half the firms surveyed spent less 
than 0.25% of their wages. If workers did 
not abuse the hospital coverage offered by 
their companies — probably under group 
insurance plans — state health insurance 
could work, critics claim. But the govern- 
ment, concerned mainly with budget-cut- 
ting, views the problem differently, and 
Medisave will become a reality soon. 
While union workers in large factories and 
firms will have the safety net of company 
health benefits, a large number of Sin- 
gaporeans are likely to find themselves 
hard-pressed when facing long periods in 
hospital. | 


-NRA 
p 
ar A Er : ^ 











Lco ES Le | 


LIS EN an tis 
DE daba Dos 


r 
ENG: 


and the F 
RE n fins 


A 





HC i GR M aci O i. v Nola NN im 
how. That is, a universal range of standard 
ey paeked by wide experienee. 

or over a century, we have worked in close 
cooperation with customers to evaluate their 
needs and we continue to create tailored solu- 
ions together, in 123 countries, every day. 


3 d 













The Philippine Long Distance Telephone 





i An example from the Philippines: 
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| y * Company (PLDT) has placed orders 

*"A. P: am with Siemens for an electronic commu- 
D d | | nications network totalling 230000 

"a telephone line units of which more than 


| 100000 are already operating. 

The public communications network, 
mainly for the Capital Manila, includes 
equipment for national and internatio- 
im nal calls, radio relay equipment and 
telephone terminals »Masterset«. 


If you want to know more about 
Siemens and the part it can play in the 
F realization of your electrical engineer- 
» ing requirements, write to: 

Siemens AG, P.O.B. 103, 

O D-8000 Munich1 
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China remains a mystery to business- 
Tokvo, (03) 213-4053. men around the world. Which is 


why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
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FLY MALAYSIAN 
YOULL LOVE THE FEELING. 


In Malaysia, we believe in serving our 
guests with the best. Every little detail 
counts. The best China. The best Silver. 
So when you fly First Class on MAS, 
expect the same care and attention. It's all 
part of a gentle Malaysian charm that 
comes naturally. 
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DETAIL. A MALAYSIAN ART. 
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A Silversmith from Kelantan, the home of Malay Silvercraft, adding the finer details to an intricate silver plate 
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tively few brushes s 
since. After university 
a farcical attempt at se 
Rearmament fanatics 
. quoting uplifting “af 
black books. Late: 
-© when faced with th ss of a dying 
child, I listened to an adherent of an Is- 
 lamic sect who claimed the; power to per- 
form a miracle cure, but when he 
explained that the child's malignant 
- tumour was the result of sins committed 
by his mother and father, we threw him 
out. 
€ LAST week a certain professor from 
Europe called at the REVIEW office with 
“something to put in the magazine” and, 
assuming that he was offering an article, 
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i, offer to solve | 


I welcomed him, only to find myself for | 


the next hour-and-a-half hypnotised like 
the wedding guest before the Ancient 


Mariner, by a sermon just as intense as | 


those once preached to me by my Welsh 
uncles, in lyrical praise of. Transcen- 
. dental Meditation (T M). 
TM, he claimed, could transform my 
life, to say. nothing of the rest ofethe 
world. If I gave him four hours over four 
consecutive days and then meditated 
twice every day for 20 minutes, I would 
plümb the infinite and unutilised depths 
of my psyche. Just as research by a large 
number of independent universities had 
proven that TM could improve students’ 
grades and IQs, it could improve the effi- 
ciency and creativity of busy executives 
while at the same time freeing them from 
stress, solving their problems and 
 lengthening their lives. 

The maharishi's insights had unified 
the truths of ancient Vedic writings and 
the latest findings of quantum physics, 
a the ee and ume 








| he men. NM 
what um called a United Nations booklet 
"proving" his claim (later it turned out to 
have been produced by TM for à UN 
conference). His sales talk was laced 
with literary and scientific allusions. 
And all the time, he never looked at me, 
but somewhere over my right shoulder. 

. Occasionally I demurred. No, Shakes- 
peare had not said that a little knowledge 





wasa dangerous thing; it was Alexander 


Pope and it was “a little learning.” Yes, 
Shakespeare had written “to thine own 
self be true," but he put it in the mouth of 
a silly, fussy old man, Polonius. As for 


enabling myself to emulate - Albert 


Schweitzer or Albert Einstein, had not 


black leper inmates of his hospital abo- | 
minably and had not the other given the | 


sure at my supposed erudition, 
plunged on undeterred. The greatest 
human artists had only used a tiny per- 
centage of their consciousness; TM 
could have relieved all their stresses and 
tensions. 


sions not essential to the nature of 
creativity? Would Mozart have written 
better if he hadn't been worried about 
money or Beethoven if he hadn't been 
deaf? No stop or let: the flow surged on. 
I could help the poor of the world. But 
did not the passivity, the acceptance of 
fate, inherent in Buddhism and Hin- 
duism play a part in unnecessarily pro- 
longing poverty? No answer, but 
another cataract of claims. 

€ | AM quite prepared to believe that a 
couple of sessions of meditation might 
prove beneficial, and might even try it if 


i sold to me on that basis. But when medi- 
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tation is raised to the level of a cult which 
claims to provide all the answers to the 
universe and the solutions to every world 


problem, from those of individuals to 


those facing any government, the idea 


ising global panaceas: "Application of 
this beautifully complete knowledge of 
the functioning of nature has given rise 
to Maharishi’s integrated systems of 
education, health, administration, de- 
fence and rehabilitation.” Defence? 
Yes, defence. And whole peoples can 
acquire positively Japanese-style vir- 
tues: “Every nation will enjoy integrated 
national consciousness, cultural integ- 


rity, self-sufficiency and invincibility.” 


It is difficult to think of any govern- 
| ake "up. tbe. maharishi s 








one been proven to A h 


world the atomic bomb? He greeted - 
such comments with exaggerated plea- | 
and | 


But were those verv stresses and ten- 


dissipates into a cloud of claptrap prom- _ 































could the maharishi 
of Poland or Afghanista 
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more difficult to ima; 
will have to offer. 


suading Soviet President 
and his politburo colleagues 
ular TM sessions in the Krer 
the entire Korean people wer 
dentalised, that would not p 
Soviet jet from firing a missile. 
airliner. 
. But such worldly objecti 
disturb the visitor's. determine: 
humour (TM, he curiously claim 
even. enabled him to overcome the | 
terness of his family denying him an 
heritance of US$500,000). It turned oi | 
that, though overwhelmed by € 
joy" over our meeting, his real i int 
was to ) persuade n to: Pri | agve 


























ing our ah a e t 
unenlightened and unlevitated. 
e THE anti-Tamil riots in Sri Le 
were watched with understandable c 
may from the shores of South India. 
firm, Hi-Beam Electronics, expressed 
distress by inserting an advertisement 
the pages of The Hindu newspape 
Madras, a clipping sent by J. K. 
of Delhi: 





&h Lord Shri Rama, 
please bring back 


















But TAR prayer "m have been m 
appropriately addressed; after all, 
ancient Indian epic, the Ramayana, 
the story of how Rama invaded th 
land of Lanka to free it from the de 

rule of a demon king. | E 
e HONGKONG has naturally be Ó 
obsessed with what the Chinese cal h 
"Hongkong Question” thi 
words, 1997 and all that. But it was: 
reader in the United States, Grar 
McGuire, of Virginia, who spotted. 
headline in the Malaysian newspaj] 
New Straits Times over a story abi 
British Prime Minister Margar 
Thatcher and her current problems - 
and felt it might have led to the conch 
sion that it was about the lack of progress 
in the Sino-British negotiations: 
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By David Jenkins 

Jakarta: |t has been 38 years since In- 
donesia declared its independence and 
took the first tentative steps towards the 
establishment of a national army. And for 
those 38 years the army has been domi- 
nated by members of the so-called Gener- 
ation of '45, the men who took part in the 
revolutionary struggle against the Dutch 
after World War II. 

Under their guidance the military has 
not only been engaged in operations out- 
side the nation's borders — most recently 
in the former Portuguese territory of East 
Timor — but also has been called upon to 
put down internal challenges from both 
the Right and the Left, as a result of which 
it has come to see itself in centrist terms 
and as a force which can both stabilise and 
dynamise Indonesian society. 

In the course of its evolution, the mili- 
tary has claimed for itself an increasingly 
wider role in the affairs of the state, a role 
which is justified under the dwifungsi 
(dual function) doctrine, which asserts 
that the armed forces ( Abri) have a role to 
play in every field, both military and non- 
military, now and forever. 

There comes a time, however, when old 
soldiers, if not the doctrines they have 
fashioned, must inevitably fade away. 
And while President Suharto, 62, a retired 
four-star general, is as firmly in control as 
ever, his administration is now shored up 
by an army whose senior officers were 
barely in primary school when the presi- 
dent and his contemporaries were 
sergeants in the pre-war Dutch colonial 
army or close-cropped shodancho (battal- 
ion commanders) in the Japanese-spon- 
sored self-defence forces that provided 
the military training to the bulk of In- 
donesia’s first generation of officers. 


4n 





Try Sutrisno; 


A staunch Suharto 
loyalist heads a 
new crop of leaders 
in the armed forces 
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The Indonesian word for this process is 
regenerasi, and today in the armed forces 
there is regenerasi with a vengeance. In 
the first six months of this year, almost 
every senior army position has changed 
hands, with the incumbent either retired 
or reassigned. "We are talking," said one 
source, “of close to 100 top positions.” 

Although they have stayed on at the top 
for what has seemed an inordinate length 
of time, to the considerable chagrin of up- 
and-coming younger officers, the mem- 
bers of the Generation of '45 are now up 
against the mandatory retirement age of 
55. And though successive one-year ex- 
tensions have been granted in some cases, 
this has been the exception rather than the 
rule. 

As members of the revolutionary gener- 
ation have been moving out — the jolt 
being cushioned in many cases by appoint- 
ments to well-padded ambassadorships, 
governorships and directorships — mem- 
bers of a small but influential generasi 
jembatan (bridging generation) have been 
moving into the senior posts. This process 
saw its culmination in March when Gen. 
L. B. (Benny) Murdani, a highly deco- 
rated Suharto loyalist with a special forces 
and intelligence background, was instal- 
led as commander of the armed forces 
(Pangab). 


Ms of the bridging generation are 
not especially numerous. Only a hand- 
ful of new army officers were trained in the 
years 1950-57, some at the Army Officers 
Training Centre (P3AD) in Bandung, 
others at the Royal Military Academy at 
Breda, in the Netherlands. However, by 
early last year, one survey shows, they 
controlled 68% of the top 100 staff and 


Sudradjat; Wismoyo: the new men step forward. 












command positions, up from 54% in 1980 
and more than double the 26?5 held by 
members of the revolutionary generation. 

Murdani is the unquestioned high-flyer 
of this generation. A graduate of the 
P3AD, he made his name in paratroop op- 
erations against rebel army units in 1957- 
58 and in an operation directed at the 
Dutch-held town of Merauke in West New 
Guinea in 1963, After serving for almost 
IU years in diplomatic postings, Murdani 
was recalled in 1974 to head the Defence 
Ministry's intelligence staff, a job he con- 
tinues to hold. 

In the years that followed, he acquired 
sull greater powers in the intelligence 
field. As the head of the Strategic Intelli- 
gence Centre (Pusintelstrat), he had op- 
erational control over the elite Kopas- 
sandha force, the crack Red Beret unit in 
which he once served. (This unit, it is 
widely believed, has more than a passing 
connection with the four-man hit squads 
which are currently terrorising Indone- 
sia’s criminal underworld and which are 
credited with 1,200-1,400 gruesome mur- 
ders so far this year.) 

Murdani now has an unprecedented 
range of powers. Besides heading Pusin- 
telstrat and being commander of the 
400 ,000-man armed forces, he is comman- 
der of Kopkamtib, the powerful, if some- 
what restructured, Operational Com- 
mand for the Restoration of Security and 
Order, and head of defence intelligence. 
And while the job of defence minister has 
been separated from that of Pangab, Mur- 
dani has emerged with all the real power in 
his hands. 

On paper he' has received about two- 
thirds of the powers held by the former de- 
fence minister/commander of the armed 
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The world's newest commuter 
aircraft has now rolled out to be met 
by unanimous, enthusiastic, expert 
acceptance. As the world's newest entry 
in the commuter class, the CN-235 
logically provides the latest solutions. 

Realistic solutions to the 
fundamental problem of all transport 
aircraft: how to combine total reliability 
with maximum profit. And how to 
guarantee that profitability 

The CN-235 guarantees operating 
profit by its built-in solutions to today's 
real problems. Built-in solutions that 
include: minimal operating costs: 
maximal first class 38-40 seat 
passenger comfort; optimum world-wide 


service support: ultimate weight-saving 
construction technique; unrivalled 
versatility via its vast can-do rear cargo- 
ramp door; and the absolute reliability of 
rugged General Electric CT7-7 turboprop 
engines that have the lowest fuel 
consumption among engines of their 
class 


CASA-NURTANIO 





The CN-235 is not only the newest 
commuter. It is also the ultimate 
problem-solver. Real solutions to real 
problems. 


The CN-235 l 
performs for your profit. 





For further information, contact: Construcciones Aeronáuticas, S. A 
Rey Francisco, 4. Madrid-8. Spain. Telephone: 247 25 00. Telex: 27 418 CASA E 
Or contact: P.T. Nurtanio: BPPT Bidg., JL .M.H. Thamrin 8, Jakarta, Indonesia 


Telephone: 322 395. Telex: 44331 ATP. JKT 


$ n : 
A PRODUCT COMES ALONG 
THAT MAKES ALL OTHERS 


LIKE IT OBSOLETE. 





This is the case with the Minolta EP450Z Automatic Zoom PPC. 


The “Z” in the product name stands for 
“zoom”. With the EP450Z you have the option of 
selecting any variable magnification ratio 
between 0.640X and 1.420X. 

Think of it! Now you can scale your original's 
image area up or down to the size you want, 
irrespective of paper size! 

But this isn't all! The EP450Z also gives you 
two automatic selection modes: 

Automatic Magnification Selection (you select 
the paper size; the copier calculates the most 
appropriate magnification ratio according to 
the size of the original in use) 





MINOUA 


See the EP4507 ot these Minolta subsidiaries and distributors 


Tolwon Santa Office Machines Corp. TIFI. 75, Sec. 4, Nanking E. Road. Taipei 
Phone: (02) 751-5022 

Hong Kong Minolta Hong Kong Lid. 67-71 Chatham Road South, Oriental Centre. Kowloor 
Phone: 3-676051 

Singapore Minolta Sit gopore Pte) Lid. 110, Middle Rood, # 07-01, Chiat Hong Bldg 
ingapore 0718 Phone: 336544 

Molaysio City Marketing Sendirian Berhad Lot 3, Jalan 223. Petaling Jaya Selangor 
hane: S774 76 

Tholland techn ipply CO., Lid. 1808-1817 Kasemrat Rood Klongtoei Bangkok 1011C 
) tQ + i E j 

Philippines | TOPROS lor Bidg. Bonowe Cor. Atok St. Quezon | M M 
Phone 44-40 


MINOLTA CAMERA CO 


and Automatic Paper Size Selection (you 
select the required magnification ratio; the 
copier selects the most appropriate loaded 
paper size) 

One other thing about the EP450Z: it's a 
Minolta, And this name is your assurance of the 
highest quality copy reproduction obtainable. 
Plus ease-of-operation, reliability and expanded 
copy processing system capability with new 
document feeder and sorter options 

The Minolta EP450Z 

The world's first Automatic Zoom PPC that's 

7 setting the new path for all copiers to come 





EP490Z 
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Indonesio PT Perdona Nirwona Abadi Co. 678, JI, Krekot Royva, Jakarta Pusat Phone: 372-609 
£ - D f À 


indio Methodex Systems PM. Ltd. 607-8 Meahdoot 94 Nehru Ploce, New Delt 0019 
Phone: 682475, 682476 
Pakistan Allied Equipment Ltd. First Fioor, Nelson Chambers. 1. 1. Chundrigar 
GPO. Box 680. Korot Phone 1927 
Bonglodesh Brothers international Lid Box 7€ e Cou 
tontijheel C.A, Do f 3229 
New Zeolond Viko Holdings Lid. MSI Bidg f. Khyber Pa j 
Auckland3 Phone: 796-294 796-295 
Australia Océ Reprographics Ltd B9 Tulip St. Cheltenham. Melb 3192 Phone: 584-1011 
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Take your seat 
in the pole position 


and let 
progress work for 


you. 





If you'd liketo discover what new achieve- 
ments have been made in motoring 
efficiency, safety and comfort through the 
latest technological innovations like elec- 
tronics, just drive a BMW. 

Because with a BMW you can already buy 
and experience the most modern and 
advanced automotive electronics available 
today. 

For instance, take the cockpit of the new 
BMW 7-Series: it’s been specifically 
designed to give the driver complete mas- 
tery of all the advanced, electronic support 
systems at his disposal. 

Behind the wheel of a 7-Series car, 

the driver is never just an inanimate item of 
enroute cargo. 

He is the master, in perfect tune with his 
machine. 


The new BMW 7-Series: man and machine 
on the road to perfect harmony. 

With the new 7-Series, BMW has establi- 
shed new horizons in terms of driver visi- 
bility, seating comfort and ease of control. 
The benefits are obvious. 





Because it ensures even greater safety 
and comfort, by improving the driver's 
mastery and handling of his car. 

You should take a closer look at the new 
BMWT-Series. 

Because no other car possesses such a 
comprehensive concentration of advanced, 
driver-related technologies. 

Here are just a few examples: 


SI Service Interval Indicator: for greater 
individual control of your car. This unique 
system lets your BMW calculate its own 
servicing requirements. 


Active Check/Control: for greater safety. 
This check system automatically monitors 
all the car's vital functions. 


EC Energy Control: for greater economy. 
This driving aid tells the driver his exact 
fuel consumption at any given moment and 
in any gear. 


On-Board Computer: for greater confi- 
dence. This computerised control system 
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bngkong, Atlas Copco (HK) Ltd, 227-229 Wai Yip Street G/F & 1/F Kwun Tong, Kowloon Indonesia, P. T. Atlasco Sakti, Cilandak Commercial Estate 203, 

i, Yokohama - shi, Kanagawa Pref 236. "Korea, Alas Copco Korea Co Ltd, 105- 1 Banpo- Dong, Gangnam- ku, Seoul. Malaysia, Atlas Copco (Malaysia) Sdn Bhd, 

n 15 South Superhighway, Paranaque, Metro Manila. Taiwan, Atlas Copco Taiwan Ltd, 497-501 Ching Ping Road, Chung Ho City Taipei Hsien 

squiries to Singapore: Atlas Copco (SEA) Pte Ltd 21 Tuas Avenue 3 Singapore 2263 6652 


Drilling fur homes 


Extracting the aggregate to construct 
the world's largest housing programme was 
a massive problem. 

It took Atlas Copco's expertise and 
equipment to succeed in drilling the deepest 
quarry ever undertaken in Hong Kong. 
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Today two Atlas Copco ROC 810H 
hydraulic crawler drill rigs, complete with TIEL] 
dust collectors, are in operation at a quarry in VEEL TRY 
Lam Tei owned by Asia Stone Co. Ltd. | e aai 

Atlas Copco ROC 601 pneumatic 
crawlers ensure aggregate is constantly 
supplied to a fleet of six 50t dump trucks. 

Drilling is constant. Ten hours 
a day, seven days a week. But the proven 
durability of Atlas Copco equipment ensures 
a consistent daily output between 3,000 and 
4,000 cubic metres. 

People are now settling in the new 
housing. New highways link the new satellite 
towns and industrial estates. 

The Hong Kong Goverment's vision to 
house 1.4 million new residents before the 
middle of the 80's is steadily taking shape. 

In South East Asia, and throughout the 
entire world the immense experience 
and expertise of Atlas Copco is at work on 
major projects. 

Providing not only equipment, but the 
training, personnel and back-up that are 
essential for undertakings of any size. 


Atlas Copco 


When you buy our equipment, you get a whole company. 
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Jakarta Selatan, Indonesia. Japan, Atlas Copco Gadelius KK, 3-9 Torihamacho Kanazav 
Lot 6 Lorong Kawat, Shah Alam, Selangor. Philippines, Atlas Copco (Philippines) Inc 
Thailand, Diethelm & Co Lid. 1696 New Petchbun Road Bangkok Bangladesh and Burn 
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Bavaria's historical sites and tradition- 
al Bavarian friendliness are appreciated 
the world over. Yet, few are aware of the 
modern, international outlook of its in- 
stitutions. 

Bayerische Landesbank, for instance, 
is not only one of Germany's top banks, 
it's also one of the country's most out- 
ward-looking.|Our |global |facilities |in- 
clude a wholly-owned subsidiary in 
Luxembourg, full-service branches in 
London, New York, and Singapore plus 
offices in Johannesburg, Toronto, and 
Vienna as well as our correspondent 
network around the world. 

Through a growing international pres- 


ence our capabilities range from buyers' 
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like the hub of an international 
financial network. 


credits in the Far East to roll-over credits 
in Luxembourg, from interbank money 
dealing operations to Eurobond issues. 

With a balance sheet total of nearly 
DM 96 billion our resources are sub- 
stantial. Also, we're bankers to the State 
of Bavaria, and an integral part of Ger- 
many's most powerful financial organ- 
ization, the Sparkassen network. 

Moreover, we are authorized to issue 
our own DM bonds, an attractive invest- 
ment for institutional investors wanting 
to spread their currency risk. 

Bavarians have a reputation for drive 
and friendliness which, combined with 
our international outlook, makes our 
name worth remembering. 


Bayerische Landesbank 


International Banking with Bavarian Drive and Friendliness 


Central Office: Brienner Str. 20, 8000 München 2, Tel.: (89) 21 71-01, Telex: 5 286 270, Cables: Bayernbank Munich. Branches: London, Tel.: 726-6022; 
New York, Tel.: 310-9800; Singapore: P.0. Box 2111, Singapore 9041, Tel.: 2 22 69 25, Telex: RS 21445 baysin; Subsidiary: Bayerische Landesbank 
International S.A., Luxembourg, Tel.: 47 5911-1. Representative Offices: Toronto, Tel.: 862-8840; Vienna, Tel.: 663141; Johannesburg, Tel.: 8 38 16 13. 
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forces, Gen. Mohammad Jusuf, quite 
apart from the vast intelligence powers he 
retains and his new responsibilities in 
Kopkamtib, leaving the new defence 
minister, Gen. Poniman, 57, with the less 
attractive administrative and support 
functions. In practice, the split may well 
be closer to 9:1, with the competent but 
somewhat colourless Poniman having 
been shunted into a virtual backwater. To 
cap all this, Murdani- has been given 
ministerial ranking in the cabinet. 

“The restructuring consolidates enorm- 
ous power in the hands of Murdani," noted 
one source. "One wonders what Suharto's 
motives were. He has always been so care- 
ful to avoid a concentration of power in 
one man." The reason for that concentra- 
tion of poweris doubtless that Suharto has 
great faith in Murdani. It is a faith, how- 
ever, that one or two Abri officers do not 
entirely share. 


Sr officers from the operational side 
of the armed forces, peeved no doubt at 
the way Suharto continues to accord pre- 
eminence to those with an intelligence or 
security background, privately note that 
Murdani has never attended staff college 
or commanded anything larger than a bat- 
talion. Others profess to be unsure about 
the elevation of a Roman Catholic to such 
a senior position in a country in which 
90% of the population is at least nominally 
Muslim. 

Murdani's aides counter with the argu- 
ment that the new Pangab had operational 
control of the 1975 Indonesian invasion of 
East Timor (though this was something 
less than an outstanding military success) 
and note, a little defensively perhaps, that 
Jusuf had not attended staff college or 
commanded anything larger than a mod- 
est military region in the Outer Islands. 

Meanwhile, most would agree that the 
sniping about a Christian as commander is 
not especially persuasive. Gen. Maraden 
Panggabean, defence minister in 1969-78, 
is a Christian, and so too is Adm. Sudomo, 
who ran Kopkamtib in 1974-83. In the 
final analysis, the criticism of Murdani's 
credentials amounts to very little. What 
counts is not so much formal training or 
religion but loyalty to Suharto and an abi- 
lity to work with him. 

Murdani, 12 years younger than the 
president and an unwavering disciple, is 
loyal to a fault. Suharto has repaid that 
loyalty. It did not go unnoticed in In- 
donesia that when Murdani was elevated 
to full general, Suharto personally pinned 
on his fourth star, the first time he has 
done this in 17 years as president. 

If the appointment of the 50-year-old 
Murdani came as a surprise to some, then 
the announcement that Lieut-Gen. Ru- 
dini, a 53-year-old Breda graduate, would 
become army chief of staff caught 
everyone off guard. Rudini is a highly re- 
spected professional soldier. But like so 
many other members of the bridging gen- 
eration he has been held back by the reluc- 
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Jusuf hands over to Murdani: 
unprecedented power 





tance of older generals to make way for 


younger men. Suddenly, all that has | 


changed. In the space of two years Rudini 
has moved from the command of a mili- 
tary region in the Outer Islands to the 
most senior position in the army, leap- 
frogging a number of other prominent 
officers. 

At the same time, other P3AD and 
Breda officers have come to the fore. 
Murdani's right-hand man in defence in- 
telligence, Maj.-Gen. Subiyakto, has 
been named governor of the prestigious 








National Defence Institute, Lemhannas, 
while retaining his intelligence duties, at 
least for the time being. Another Breda 
man, Maj.-Gen. Suweno, 54, hàs stepped 
into Rudini's shoes as commander of Kos- 
trad, the army strategic reserve. 

Maj.-Gen. Dading Kalbuadi, a class- 
mate of Murdani at the P3AD and one of 
the few officers to perform with much 
competence in East Timor, is the new as- 
sistant for logistics. 


he problem for the bridging genera- 

tion is that time is very quickly running 
out. Some members of this group are less 
than 12 months vounger than the youngest 
members of the revolutionary generation, 
and while Murdani can look forward to 
five more years of active service, men like 
Rudini and Subiyakto are rapidly ap- 
proaching retirement age. Murdani may 
be able to extend the terms of some of his 
key aides on a year-by-year basis after 
they reach 55, but that would be very 
much a stop-gap exercise. 

In these circumstances great attention is 
being focused on the "younger genera- 
tion" of military officers, a group which is 
well aware that its time in the sun is fast 
approaching. Younger officers now com- 
mand all but one of Indonesia's 16 impor- 
tant military regions — including three of 
the four Java commands — as well as the 
Kopassandha and every post in Kostrad 
except the top position. They also provide 
the backbone of the army at the staff level 
and in the regions. 

Perhaps the most prominent of these of- 
ficers is Maj.-Gen. Try Sutrisno, 47, who 
graduated in 1959 from the special Corps 
of Engineers’ cadet school in Bandung. 
An adjutant to Suharto in 1974-78, 
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The Alfred P. Sloan Fellows Program 
Massachusetts Institute of Technology 


A twelve-month program leading to a Master of Science in Management for 
U.S. and international industry and government executives (a Health Man- 


agement option is also available). 


Applicants should be in middle to upper-middle management or staff posi- 
tions with approximately ten to twelve years of experience. 


Applicants are nominated and sponsored by private and public sector organ- 
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lA wish- list of weapons 


without the means to pay 


Jakarta: If Indonesia's defence planners 
could have one wish it would probably 
be that the economy will improve suffi- 
ciently for them to buy some of the 
sophisticated hardware on which they 
have set their hearts. For the time being, 
however, those plans have had to be put 
on hold. 

The item at the top of the Defence 
Ministry's shopping list is an advanced 
fighter aircraft, preferably the General 
Dynamics F16, which Jakarta sees as the 
keynote of its future defence structure. 
But there are two major problems. One 
is that Washington has shown no inclina- 
tion to introduce such a high-perfor- 
mance aircraft into Southeast Asia. 

Under present plans, the only F16s 
Asia will be seeing are the 40-50 which 
the United States Air Force plans to de- 
ploy at Misawa in Japan for four years 
beginning in 1985, the 36 which South 
Korea has on order and the 40 that 
Pakistan is buying. 

The other problem is cost. The basic 
F16 aircraft costs roughly US$14-16 mil- 
lion and, depending on the avionics that 
are put in it, the all-up cost can be as 
much as US$25 million per aircraft. AI- 
lowing for two squadrons of about 16 air- 
craft each, as well as some trainers, a de- 
livery date six years away and inflation in 
the meantime, there would not be much, 
if any, change out of US$1 billion. At the 
moment, Jakarta feels it just cannot 


Try Sutrisno commanded the Sriwijaya 
military region in southern Sumatra for 
three years until his appointment in De- 
cember last year as commander of the 
Jakarta military region, a plum assign- 
ment. 

Unlike Try Sutrisno, most officers of 
the younger generation graduated from 
the Magelang Military Academy in Cen- 
tral Java — forerunner of Akabri, the 
armed forces military academy — which 
opened its doors in 1957 and produced its 
first graduates in 1960. Two members of 
the first class at Magelang — Maj.-Gen. 
Sugiarto and Maj.-Gen. Edy Sudradjat — 


‘are already well on their way towards the 


top of the army ladder. 

Sugiatro, 46, a tubby, unassuming of- 
ficer from Central Java, was named as 
commander of the Diponegoro (Central 
Java) military region, Suharto’s old com- 
mand, after serving three years as com- 


mander in South Sulawesi. Edy Sudrad- 


jat, 45, was named commander of the pre- 
stigious Siliwangi (West Java) military re- 
gion at the same time, after a stint in North 
Sumatra. (The fourth Java command, the 
Brawijaya military region in East Java, is 
headed by Maj.-Gen. Sularso, a Breda 
graduate.) 

Leadership of the Kopassandha has also 
passed to a Magelang man, Col Wismoyo 


an 


afford to spend that kind of money. 

Without F16s, Indonesia's air force is 
decidedly modest. There are two squad- 
rons of A4 Skyhawk ground-attack air- 
craft and two interceptor squadrons with 
15 FSEs between them. There are also 
15 OV10 Bronco counter-insurgency air- 
craft. The workhorse of the transport 
squadrons is the Lockheed C130, of 
which there are 18, but engine mainte- 
nance is appalling and not all are opera- 
tional at any one time. 

A good deal of money has been spent 
on the navy in recent years. Jakarta has 
taken delivery of two 1,400-ton West 
German-built Type 209 submarines, a 
small, well-designed vessel popular with 
a number of developing countries. 
Another two Type 209 submarines are 
on order under a contract worth US$T10 
million. Four submarines are hardly suf- 
ficient to protect Indonesia's sea lanes — 
the manufacturers are understood to 
have argued that Indonesia needs a 
















Indonesian Boeing 737, jetfoil and patrol craft: 
a spending problem. 


Arismunandar, 43, a graduate of the class 
of '63. Wismoyo is married to a younger 
sister of Ibu Tien Suharto, the president's 
wife. He is said to be aggressive, well- 
trained and- inordinately suspicious of 
foreigners but at the same time friendly 
and disarming. 


nother fast-rising Kopassandha man, 
Maj. Prabowo Subianto, 31, the third 
son of former trade minister Sumitro 
Djojohadikusumo, also has a direct line to 
the palace, having married in May Siti 
Hediati Hariyadi Suharto, a daughter of 
the president, in what has been popularly 
described as Indonesia's wedding of the 
year. 
Prabowo, who is half Suharto's age, 
spent 15 of his 31 years abroad after his 
father went into exile following the col- 
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dozen — but it is unlikely thet money 
will be available for more. , 

Three 1,500-ton Dutch corvettes, 
equipped with Exocet MM38 missiles, 
are the r ships of the surface 
fleet, backed up by four aging US-built 
frigates and three Soviet-built vessels. 
The navy also has four 250-ton fast pat- 
rol boats which it purchased from South 
Korea. Fitted with diesel turbines, the 
patrol boats have a dash speed of 40 
knots and are also equipped with Exocet 
missiles. The navy has also taken de- 
livery of two Boeing 737-200 aircraft. 
One is equipped for maritime recon- 
naissance with side-looking radar and 
the other will soon be converted for this 
purpose, A third 737 is on order. The 
navy also has a Boeing jetfoil which it is 
testing. 

The army, which has about 220,000 
men, has recently upgraded and re- 
equipped its main battalions. The 
glamour unit of the army is the 5,000- 
man Kopassandha, an elite unit formerly 
known as the RPKAD. Organised into 
four groups, it specialises in covert intel- 
ligence-gathering and sabotage opera- 
tions both within Indonesia and abroad. 
One group is based in Ujung Pandang in 
South Sulawesi, and the other 
three are on Java. 

Kostrad, the army strategic 
reserve, a force of 16,500- 
19,000 men, is the hard-hitter 
of the armed forces. It has 
three infantry brigades, two 
crack airborne brigades, the 
17th and the 18th, and one 
cavalry brigade. 

— DAVID JENKINS 


lapse of the PRRI regional rebel- 
lion in 1958, living in Singapore, 
Malaysia, Hongkong, Switzer- 
land and Britain, where he at- 
tended school. 

Accepted in 1970 by the eco- 
nomics faculty at the University 
of California, Berkeley, and by 
the University of Colorado, he 
decided instead to join Akabri, 
where he graduated in 1974, top- 
ping his year. He has had a well 
publicised rise through the ranks since then 
and is said to have seen combat in Kaliman- 
tan and Irian Jaya as well as in East Timor. 

In 1979, troops under Prabowo's com- 
mand were credited with mortally wound- 
ing Nicolau Lobato, the president of the 
Democratic Republic of East Timor, in à 
firefight, an event celebrated with relish 
and no particular taste by the daily 
Merdeka and some of the other more stri- 
dently nationalist local newspapers, 

Prabowo attended the United States 
Special Forces school at Fort Bragg, 
North Carolina, as a first lieutenant in the 
late 1970s and has served as escort officer 
for a number of visiting dignitaries, in- 
cluding US Secretary of Defence Caspar 
Weinberger. The deputy commander of 
Kopassandha's 81st detatchment, he is 
said to have been given heavy additional 
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responsibilities of late, not necessarily of a 
purely military nature, and is being tipped 
by some as à future army chief of staff. 
“He is the sharpest officer I have met in 
anybody’s army,” enthused a military at- 
taché in Jakarta. “He is enormously capa- 
ble, a man sophisticated and mature 
beyond his years.” 

What this all means is that Suharto, 
seven years after his retirement from the 
military and the retirement of his key mili- 
tary aides, has managed to retain his hold 
over the armed forces — and not solely on 
the basis of the respect and deference that 
younger officers tend not unnaturally to 
accord him. The commander of the armed 
forces is a Suharto man; so too ts the com- 
mander of the Jakarta military region and 
the commander of the Red Berets. The as- 
sistant for territorial affairs, a key post in 
the defence headquarters, Maj.-Gen. 
Eddy Nalapraya, is a former bodyguard to 
the president. 


his continuing influence over the arm- 

ed forces is in addition to Suharto's 
dominance over all the other, ostensibly 
civilian, branches of the government, a 
situation enhanced by the judicious ap- 
pointment of trusted military men to key 
civilian jobs. 

It is too early to say where the new 
generation of army officers will lead In- 
donesia, and for every optimist who sees a 
change for the better after they assume the 
mantle of leadership there is at least one 
pessimist who worries about an increasing 
authoritarianism and the militarisation of 
Indonesian society. 

The "younger" officers — and some, it 
should be remembered, are not far off 50 
— are certainly better trained and more 
professional than members of the re- 
volutionary generation or indeed most 
members of the bridging generation. But 
this hardly means that they will eschew a 
political role. Indeed, their whole training 
has been based on the notion that Abri has 
a central and everlasting role to play in the 
social-political field and they appear to ac- 
cept this notion without question. 

What is more, their progression up 
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through the ranks exposes them altern- 
ately to both military and social-political 
functions. This means that by the time a 
45-year-old becomes a kodam (military 
region) commander he will have had ex- 
tensive experience in social-political mat- 
ters. In fact, on the evidence so far it 
would appear that the lieutenant-colonels 
who emerge from the staff and command 
school are inclined to be more, not less, 
active in these areas than an earlier gener- 
ation of military men, pushing the local 
bupati (regent) to do more, to achieve 


Drillship 


more, to meet the planning targets. In 
Abri, where promotion is on the basis of 
merit, it never hurts to have a 150% suc- 
cess rate. | 

[n these circumstances it would be rash 
to see the Magelang man as some sort of 
Jeffersonian liberal with a tolerant dispos- 
ition and a belief in the perfectability of 
human nature. The curriculum at Akabri 
is narrow in the extreme, the horizons of 
its graduates decidedly limited. The new 
generation is made up of men who carry 
their historical knowledge lightly, who 
seek their intellectual nutriment in the 
pages of Harian AB, the lacklustre armed 
forces daily, not in the works of the great 
political or social philosophers. 

The Magelang graduates may not be 
carbon copies of the men produced in the 
South Korean military institutions, but 
they have some of the same impatience, 
the same intolerance, the same mild con- 
tempt for what they see as the ineptitude 
of civilians and the “failure” of civilian in- 
stitutions. In short, Abri is dug in on the 
commanding heights of the political, 
economic and social landscape, and there 
is little evidence to suggest that the new 
generation of officers has any intention of 
lightly yielding up the vast powers they are 
about to inherit. 

Nor is there any certainty that they will 
be a great deal less corrupt than their pre- 
decessors, though those who have made it 
through to the top so far are spoken of as 
exemplars of virtue. “I’m so proud," said 
a prominent officer of the '45 Genera- 
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Completely 
Refitted 1980-81 


Will positively be sold to the highest bidder 
11 a.m., TUESDAY, NOV. 1, in Singapore 


Only 8 wells (9 months service) since $10,000,000.00 MAJOR 
REBUILD & REFIT (1980-81), including: * ABS Special Survey #6 * 
Installation of electric propulsion * 4 new 399 Cat generator sets * 
New SCR system & other major upgrading * Petromar North Sea, 
now in Singapore. Length 380'; beam 64’; air-conditioned quarters 


for 100 men. 


For complete specifications, operating records, terms of sale, and to arrange 
for inspection contact the Joint Auctioneers: 


MAX ROUSE & SONS, INC. 
P.O. Box 5250, Beverly Hills CA 90210, 
USA. (800) 421-0816, Telex 181158, 


answerback "Rouse BVHL." From Calif., 
Alaska, Hawaii, (213) 655-9300 





VICTOR & MORRIS PTE LTD 
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y 9022. Tel: 3391133 (4 lines). 
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aid a prominent officer of the 
idging group. A foreign military attaché 








Oo extremes. "The younger officers may 
iot be as greedy as their predecessors," he 
aid, "but this only means that they take 
Standard 595 instead of the 20- 30% 
imed off by some of their superiors.” 
Indonesian source added laconically, 
erhaps a little unfairly: "The Gener- 
n of '45 are the generation of 4595." 
leanwhile, a large question mark 
; over the matter of the Kekaryaan 
‘the appointment of military men to 
in civilian positions. During the 
ears of the New Order, more than 
^ Abri men were “dropped from 
into civilian slots, to serve as 
1$, departmental heads, ambas- 
s, University rectors, 
gers of state enterprises and even as 
e headmen. 

yad two main advantages. It al- 
the army to pare itself down to 
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s ave Teis sanguine. “E think the - 
ratión- will be even more cor- 


a position somewhere between these. 
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| I these circumstances, a number of pro- 


described as a 


. Suparjo, ` 
the leadership, the managerial skill, the | 


 Cording to a certain system." 
-civilians too who have these skills. “But I - 


v nese, a a recent Cornell 
University 
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within the population asa whole. d 

There are.a number of reasons: for 
this, including the fact that the rev 
tion was fought mainly on Java and the 


fact that a number of prominent Outer 


Islanders were purged following rebell- 
ions in the late 1950s. However, change, 
albeit slow, i is in the air. Efforts to ensure 
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more — proportions diig atthe 
same time ensuring a responsive bureau- 
cracy in the turmoil and uncertainty 
following the “abortive 1965 coup 
attempt. Today, the 16,000 military 
karyawan (functionaries), almost all of 


. whom are from the Generation of 45, are 
| ator close to retirement and Abri has few, 


if any, men of either the bridging or 
younger generation to replace them, even 


assuming that younger officers look upon | 


such appointments with as much interest 
as their seniors, which is by no means 
certain. 


minent Abri “seniors” believe that 
there is increased scope for what might be 
"recivilianisation" of the 
bureaucracy. "Gradually it will change," 
Manpower Minister (and former Kop- 


-kamtib commander) Sudomo told the 


REVIEW. “You will see a decline. These 
younger officers are not interested in com- 


Ling in as karyawan in the civilian sector. 


It's different from our situation.” 
- Others take a rather different view of 


the situation, , arguing that. Abri men are 
able to make a unique contribution in the 
‘non-military sector and that they should 
go on doing so for as long as this can bene- 
TE the nation. Interior Ministe 








Rustam, 
whose ministry has a very high proportion 
of military men in key positions, is pre- 


| pared to appoint talented civilians as gov- 
ernors or bupatis if they can do the job but 
sees no harm in the existing system. 
— “In my experience as governor of Cen- 


” said 
the army officers have the guts, 


tral Java for eight-and-a-half years,” 


organisational. skills. And they are very 
quick. They are trained to do things ac- 
There are 


have the. impression they are not very sure 
af themselves.” 





| ution to make, a vie 


stud noted. This is a propor“ 
twice that of the. Javanese. 





ster ‘Suparjo 
‘a respected three-star general 


that Abri men have a. 





mnanaa eenia e té rà ret nine quse 


e DENNA ANAMLA EENT eoe Moe i ini 





icu are ion Javaicse iode are three | 
' Bataks from North Sumatra — Brig.- 
Gen. R. K. Sembiring Meliala, 44, com- 


 Simanjüntak in Kodam XV in Maluku 
: Kodam XHI in North Sulawesi. 


| Balinese — Brig.-Gen. I. Gede Awet 


Ida Bagus Sudjana, 45, a towering (6 ft 3. 
in.) powerfully built man who com- 


notwithstanding. Inany event, the present 
leadership seems to have no intention of 


] tell. us anything, you could say whateve 











mander of Kodam (military region) | 
XVII in Irian Jaya, Brig.-Gen. H. 


and Brig. 
The other two commanders are 


Sari, 47, a former military attaché in 
Kuala Lumpur who commands Kodam 
IX in East Kalimantan, and Brig.-Gen. 


| 
| 
-Gen. Sahala Rajaguguk in | 
| 

| 
mands Kodam XII in West Kalimantan. | 
 — DAVID JENKINS | 
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wins grudging "— even in 
civilian circles, may make the hopes fora - 
fairly dramatic recivilianisation a little un- 

realistic. Besides, there is a shortage of 
trained civilians to fill the senior posts in 
the bureaucracy, various training schemes 








stopping the appointment of military men 
to a wide range of civilian positions, man- 
power shortages or not. 

As a result, members of the bridging. 
and younger generations are likely to be 
slotted in to karyawan jobs on or before 
their retirement from active duty, a pros- 
pect which they may not view with relish at 
present but which is certain to become in- 
creasingly attractive as they near the end 
of their careers in the command structure. 

In the meantime, the members of the 
younger generation can be expected togo. 
on deferring to their superiors. After the 
old guard moves on, the situation could be 
very different. The dual function will re- 
main and the structures erected or per- 
fected during the Suharto era will ensure 
that society is generally responsive to the 
whims and wishes of those on. high. But 
the new officers are likely to find their own 
way of doing things. 

"You cannot expect foo much from 
them now," said one senior officer. "They 
are afraid to express their views. And they 
feel obliged because they have been given 
position and responsibility. They are shy. 
It will take time. But leave everything to 
them. We have to trust them. They will 
find their own way." Indeed in the opinion 
of this officer, members of the younger 
generation probably have a very clear idea 
of how they intend to proceed. 

“We were the same when we dealt with 


the Generation of '28, with Sukarno and 


Hatta, when we dealt with [former mili- 
tary leaders like] Nasution and 
Simatupang. We kept quiet, but deep in 
our hearts we were laughing. You could _ 


d 





corridors of power 
Jakarta: Two years ago, PT Grafiti Pers, 
publishers of the highly successful news 
magazine Tempo, produced a 900-page 
book which gave biographical data and 


pen portraits of 600 prominent Indone- 
sians. The list covered everyone from Pre- 


sident Suharto to film star Christine 
Hakim, from deposed oil baron Ibnu 
Sutowo to badminton champion Liem 
Swie King. 

One person it did not include was Gen. 
L. B. (Benny) Murdani, who in March 
became commander of the armed forces 
and arguably the second most powerful 
man in Indonesia. Murdani, who enjoved 
a brief season in the sun in the early 1960s 
as a result of his exploits in Dutch-held 
West New Guinea, withdrew into the 
shadows of Indonesian public life in 1974 
when he was called back from a diplomatic 
posting to become the assistant for de- 
fence intelligence following the anti-gov- 
ernment and anti-Japanese Malari riots. 

In the nine years that followed, Mur- 
dani was seldom, if ever, seen in a military 
uniform. His photograph rarely appeared 
in the local press. All this was in stark con- 
trast to the coverage given to Gen. 
Mohammad Jusuf, a member of the 
Buginese nobility who held the twin posts 
of defence minister and armed forces com- 
mander from 1978 until March this year. 

Murdani, emerging into the full glare of 
the publicity he so recently abjured, has in 
some ways a hard act to follow. In a nar- 
row sense, Jusuf was a less than satisfac- 
tory armed forces chief. His managerial 
skills were rudimentary, his decision-mak- 
ing ad hoc, his instincts about whom to 
promote not always as sound as those of 
the committee members who had consi- 
dered these matters at length only to have 
their recommendations so casually turned 
aside. 

An incorrigible traveller, he not only 
toured the archipelago incessantly but 
dragged his service commanders along 
with him when they should have been 
back at headquarters attending to staff 
work. He acted, some thought, more like 
a battalion commander than a minister, 
always in the field, always with the troops. 

But Jusuf, a military politician with a 
feel for the nuances of the situation, saw 
clearly the dangers of a growing gap be- 
tween the armed forces and the people 
and succeeded in restoring a measure of 
popular trust and confidence in the mili- 
tary. He also went to considerable lengths 
to improve the readiness of the combat 
forces and the conditions, often deplora- 
ble, of the enlisted man. 

All of this earned him the respect and 
affection not only of the younger officers 
and the troops but of the population as a 
whole. And when in March he transferred 
his responsibilities to Murdani and to 
Gen. Poniman, the new defence minister, 
he was mobbed by a surging tide of young 
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people shouting “Hidup [long live] Jusuf!” 
As a diplomat who watched these extra- 
ordinary proceedings noted; ^ They were 
not hiduping Murdani or Poniman. " 
Murdani, a man of harshly articulated 
candour, a man driven by. an exacting 


sense of individual responsibility and | 


viewed with suspicion, if not fear. on ac- 
count of his continuing hold over.an intel- 
ligence network that is virtually a law unto 
itself, 
close-to-the-people style of Jusuf, even as- 
suming that he had any desire to do so. 


is in no position to emulate the | 





Instead, he has made it plain that he will | 


be concentrating on those areas in which 
Jusuf's shortcomings were all too obvious. 
Several days after the transfer ceremony, 
Murdani told Gen. Rudini, the new army 
chief of staff, and other senior officers that 
he was pleased to be returning the army to 
their care, implying that it had not been in 
their care during Jusuf^s five years as com- 
mander of the armed forces. 

Murdani, like Jusuf, has never attended 
staff college or taken a course in defence 
management. 
have the necessary skills in this regard and 
shows every sign of letting them get on 
with the job. What is more, a number of 
those aides are widely regarded as "Benny 
men," or men who are at least able to 
work closely with the new commander. 


M c. Subivakto, a no-nonsense 
graduate of the Royal Military 
Academy at Breda in the Netherlands, has 
been named governor of Lemhannas, the 
National Defence Institute, while retain- 
ing, for the time being at least, his job as 


University of Singapore 


Application forms may be obtained from: 


Mr Peter Lim, Director 

North America Office 

National University of Singapore 
61 West 62nd Street, Suite 4J 
New York, NY 10023 
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But he has assistants who | 








NATIONAL UNIVERSITY OF SINGAPORE 
RESEARCH SCHOLARSHIPS 


Research Scholarships are available to outstanding university graduates registered in, 
or admissible to, master's and doctoral degree programmes by research at the National 


The Scholarships are tenable for one year in the first instance and, subject to satisfactory 
progress, renewable annually for another two years 


The Scholarships carry monthly emoluments ranging trom S$800 to S$1,100 (US$1.00 = 
S$2 15 approximately); the actual emolument is determined on the candidate's qualifications 
and experience. No travel or other allowance is provided 

Research Scholars may assist for not more than three hours a week in the Departments 
to which they are attached for which they will be remunerated 


egistrar 
National University of 
Republic of Singapore 
Applications must be received by THE BAOTAINN, pn aan UNIVERSITY OF 
GAPORE by 31 October 1983. 
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Murdani's right-hand man in defence 
intelligence. Maj.-Gen. Dading Kak — 
buadi, a classmate of Murdani in Bandung m 
30. years ago, has been appointed assistant — 
for logistics. i D 
Rudini, another Breda graduate, anda 
man well regarded by Murdani, heads the } 
army, with another Murdani man, Maj- ~ 
Gen. Bambang Triantoro, formerly in ~ 
charge of all army training in Bandung. ~ 
including the important Army Staff and ~ 
Command School, as his deputy. js 
In any military establishment sweeping — 
changes in personnel would attract atten- 
tion, particularly if the new men rep- — 
resented a new generation of military 
leaders. What makes the Indonesian case - 


| even more interesting is that the personnel ^ 
| changes have gone hand in hand with a 


major shake-up in the command struc- 
ture. 

In the past, the minister of defence dou- ` 
bled as the commander of the armed - 
forces. Since March, the two positions) 
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_ Jakarta: Indonesia has always been 
|  cagey about the amount it spends on de- 
| fence, and the budget provides precious 
| little information on the subject. How- 
| ever, in an interview, Minister for Man- 

| power Adm. Sudomo, until recently the 
3 ty commander of the armed forces, 
. | indicated that the figure was “not more 
|. than 14-15% of the total." 
| As the total for fiscal year 
| 1983-84 is Rps 16.565 trillion (US$16.9 
| billion), this means that Jakarta is 
| spending US$2.37-2.54 billion on de- 
| fence. Given that the “development” as- 
| pect of military expenditure — the only 
| heading for which much detail is pro- 
| vided in the budget — is put at Rps 574 
| billion, or about 23% of the total, almost 






































- the total defence budget is earmarked 
á | for “routine” spending, a category 
which covers pay and allowances, 


| 
d - 


P 
have been separated, with Poniman tak- 


ine | responsibility for the administrative 
ictions as minister and Murdani having 
et th operational functions as commander. 
EA change along these lines was, in fact, 
"planned more than five years ago. In 1978, 
in ediately before he announced the 
position of the third development 
Be: Bibipet. Suharto summoned Jusuf, at that 
time minister of industry, and Adm. 
cpm the then Kopkamtib chief, and 
said that as part of the regeneration pro- 
—eess the ministerial. and command jobs 
x . would be separated, with both under the 
- same roof but each directly responsible to 


š 


P 


mc os iii 
e commander of the armed forces 
Bou be responsible for security opera- 
— tions, he said, while the minister and his 
staff would look after policy planning, 
“related support, relations with defence- 

— related industries and so on. 
The main attraction in such a scheme 
was said to be that it would allow experi- 
„enced officers to continue to play a role in 
“civilian” ministerial capacity even after 
E had passed the mandatory retirement 
pe of 55, though those more familiar with 
-the divide-and-rule tactics of the leader- 
hp might see other motives here as well. 
-At the time of this 1978 meeting, 
uharto indicated that Jusuf would take 
E jobs initially but that after a year or 
so he would step aside as armed forces 
- commander. This never happened, partly 
— no doubt because Jusuf could hardly have 
been pleased by the prospect of having to 
- give up so many of his command powers. 
Murdani, who retains almost all his in- 
a^ -— telligence functions and becomes head of 
—— Kopkamtib, is the clear winner in all this, 
— controlling all the major levers of power in 
— the armed forces. 
The president has yet to issue àn in- 
struction spelling out all the structural 
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- four-fifths (or close to US$2 billion) of 
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AEKA and travel. (Realised de- 
fence “development” spending in fiscal 
1982-83 was Rps 476.8 billion, or 
US$691 million at the prevailing rate of 
exchange at that time.) 

These figures suggest that defence 
spending has not increased greatly over 
the past three years. In the 1980-81 
budget, the armed forces were allotted 
US$2.1 billion, or 12.5% of the total 
budget. However, there are two caveats 
that should be added. One is that In- 
donesia has tended in the past to keep a 





changes that will flow from this reorgani- 
sation. However, a picture is already be- 
ginning to take shape. Under the new sys- 
tem, Poniman will head up what will be to 
all intents and purposes a civilian-style 
ministry, with a secretary-general, inspect- 
or-general and various directors-general, 
The all-important secretary-general is 
likely to be retired Lieut-Gen. Ignatius 
Jogi Supardi, a Javanese Roman Catholic 
who has served until now as chief of staff 
for administration. 


n the “military” side there is likely to 
be, immediately under Murdani, a 
chief of staff of the general staff. The man 
widely tipped for this new and prestigious 
position is Lieut-Gen. Himawan Sutanto, 
54, a respected senior officer who graduat- 
ed from the Jogjakarta Military Academy 
in 1949 and who rose to command the 
West Java (Siliwangi) military region. 
Himawan, at present chief of staff for 
operations, is not a member of the 
Suharto inner circle and would probably 
have been well content to have capped his 
career with a term as army chief of staff, 
the job Rudini was given. But his talents 
are well regarded and he would seem an 
ideal choice for the new position. 

The new general staff is likely to look 
after all the operational aspects of the de- 
fence establishment — intelligence, oper- 
_ations, personnel, logistics and territorial 
affairs, as well as idet one or two other 






erprises. 

— The other is that develo 
ing in the military secto: 
only funds raised domestic 
made available through fc 
credits. Of this, a very 
comes from the United St: 
US military aid during t 
period reached its highest 
In that year, Jakarta rec 
military sales (FMS) « 
US$40 million, military as 
ramme grants of US$15.3) 
ternational military educa 
ing (Imet) grants of US$: 
for 1979 were US$ 
FMS and US$2 million fo 
point was reached in 198 
million for FMS and US$1 
Imet. In 1982, FMS credit 
million and Imet US$2.2 
for 1983 is US$ 
S and US$2.6 million | 

—C 


sections. At one stage it 2 
chief of staff of the gener: 
have an assistant for the 
ranging responsibilities 
tary field. It now appear 
these matters will be the 
an officer to be designate: 
social and political affairs 
in standing to that of chi 
staff. 

The chief of staff for sc 
affairs is expected to hav 
one (Assospol) who will 
cal affairs (including th 
control of armed forces n 
ment and the People's C 
gress) and one (Assyawat 
the selection, training an 
military karyawan (funct 
in key civilian jobs. The 
some 16,000 military m: 
capacity. No one seems t 
be given this new and im 
which will function in mu 
as the office of the forme: 
functional affairs. 

Some prominent retir: 
that Murdani is already 
the general staff and that 
for the two new posts, 
“outsiders” may seek to 
against another. Others t 
Murdani needs the two : 
coordinate staff work. 

One weakness of the n 
been suggested, is that th 
fence will have no “roots 
as in other departments 
half-a-dozen senior adi 
their respective staffs. Bi 
the defence establishr 
hived off, these officials 
the supporting structures 
tries have. Instead, it is 


will be left "floating." 
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Enjoy the luxury 
of the worlds finest 
mild cigarette. 
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MITSUBISHI 


MITSUBISHI MOTORS CORPORATION TOKYO. JAPAN 
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FIRST GLASS 


with Mitsubishi Trucks 


At Mitsubishi we’ve long understood the philosophy of good 
quality. Like you, we know that second-best is never good enough. 
That’s why we dedicate ourselves to the development of first-class 
vehicles. Vehicles made with pride, so they can be driven with pride. 

Unbeatable quality is in evidence throughout the Mitsubishi 
truck lineup. Take the heavy-duty NV125S dumper, for example. 
It features an amazingly large 16cu.m. capacity ideal for transport- 
ing oversize loads through desert terrain. It also comes with an 
extra-long 6,550mm wheelbase and spoke tires with trilex rims for 
extra maneuverability. And its dustproof Mitsubishi diesel engine 
yields a maximum output of 310ps/2300rpm with hefty 16,000cc 
piston displacement. 

The NV125S is just one of a complete lineup of Mitsubishi 
trucks engineered and constructed to provide superior perform- 
ance under the most rugged operating conditions. They’re available 
in models ranging from 3500 all the way to 61,065kg GVW. 

Mitsubishi trucks. Built tough to take you and your cargo 
wherever you have to go. Dependably. In first class. 
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It's Asiawide transaction processing and account inquiries, on-the-spot in Hong 


Kong and Singapore. Our Regional Processing Centers handle your U.S. dollar 
payments and provide you with personal assistance on account inquiries in 
your time zone. 





FINANCIA 
SOURCE: 





It's timely cash flow information. 
Manufacturers Hanover ensures that at your 
opening, and throughout the day, you have 
timely transaction details on your account 
with us in New York. 





It's the most advanced telecommunications capabilities 
available today. We offer state-of-the-art S.W.I.ET. 
capabilities, in addition to our sophisticated private 
telecommunications system, ensuring utmost speed and 
accuracy in transaction processing. account inquiries 
and information retrieval. 





It's automated clearing in New York. 
When you send messages to us elec- 
tronically, your U.S. dollar payments 
are processed by Manufacturers 
Hanover and sent to the U.S. payments 
System with no manual intervention. 
virtually error-free. 





It’s Manufacturers Hanover, clearing bank to the world. 
Quality. Loyalty. Consistency. These three attributes make 
Manufacturers Hanover a dedicated banking partner. 


We are committed to providing you with high quality 
banking services and products—in a timely, accurate way. 


But more important is the way we provide these services. 


We strive, always, for a consistency that you can count on. 
And a loyalty you will find exceedingly difficult to match. 


MANUFACTURERS HANOVER 


International Banking Group 


World Headquarters: 270 Park Avenue. New York. NY 10017 
In Asia and the Pacific Basin: Branches - Hong Kong. Manila, Seoul. Singapore, Taipei. Tokyo 
Representative Offices: Bangkok. Beijing. Bombay. Jakarta. Kuala Lumpur, Sydney 
Subsidiaries: Hong Kong. Los Angeles. San Francisco 





Manufacturers Hanover Trust Company Member FDIC 


"My laundry was ` 
returned at 2 p.m. 
the same day.” 


When that guest comment reached our 
manager he scribbled in the margin. 
"Let's try to get it back by lunch time’, 
ignoring in the process the rest of the 
comment: "Not a crease was out of 
place!” 
Well now, we've done a bit of scouting 
around and we're happy to report that 
as things stand we beat most hotels 
by an average of 4 hours — working 
from a 9 a.m. laundry pick-up time. 
The reason's simple enough — we 
have our own laundry and dry cleaning 
facilities right here in the hotel. But 
that doesn't make us different enough. 
What does is that in a number of cases 
we've met that lunch time deaaline 

We just havent beaten it — yet 


nii The Orchard Singapore 
It's the difference that makes 
the hotel. 


442 Orchard Road, Singapore 0923, Tel: 7347766 
Telex: RS 35228 ORTEL. Cable: ORCHARDTEI 
E nguire out Penang s first Bu siness Re sor 
Hotel The Orchard Penang Tel 04—891111 
Telex: ORCHEL MA 40310. Cable ORCHARDTEL 








In your dreams you may 
have pictured yourself 
soaking in the sun on a 
tropical island far away from 
the crowds, disturbed by 
nothing except the sound of 
waves gently lapping on 
glistening sands. 
But in Malavsia 


| - 
dreams do come 
true " 


Penang Island. z 
the "Pearl of the 
Orient, is situated just off the north 
west Coast Ol Peninsular Malaysia 
Its an exciting Contrast of bustling 
city scenes and serene beaches. 
Stately mosques and ornate 
temples. A complete holiday in 
itselt 

Halt an hour's flight north ot 
Penang are the 99 islands ot 
Langkawi. Here you water-ski, sail 
and fish in idyllic surroundings and 
even discover your very own 
desert island. Further down the 
Coast lies the island of Pangkor 

Here, chalets are available only 


~ 


a stone's 
throw 
irom sott 
white 
beaches 
Over on 
the East 
Coast in the 
South China 
Sea is the island of 
Tioman, a sports 
man's paradise. 
[here are amenities 
tor sailing, water skiing, fishing, 
diving and jungle trekking. 
Nearer to the mainland is the 
island of Rawa. The real 
fascination of Rawa is beneath 
the waves where myriads of 
brightly coloured fish dart in and 


Out of the coral reefs that are their 


homes. 

Yet another island along the 
East Coast is Pulau Perhentian 
lying in waters so Crystal clear 
that you can see its fabulous 
treasure house of corals and 
shells resting on the sea bed 
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[here are so 
many islands 
around the 
Shores of 
Malay Slid 
Redang, Kapas, 
Aur, Gaya — the 
list is almost 
endless and 
each one is a dream come true 
So why not experience them 

all by com 
pleting the 
coupon below 
We will 

gladly send 
you further 
Information 
Of OUT 

Island Resorts 
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For the No. 1 loader/backhoe line. Best sell- 
ers worldwide. The only loader/backhoe with 
loader power linkage for greater breakout force, 
faster dump. And exclusive over-center back- 
hoes for better loading, better roading. 


For the only excavators with the turntable 
leveler. Lets you dig deeper, dump higher . . . 
or trench level on hillsides. The only excavators 
with Wrist-O-Twist* for extra bucket control. 


For crawler dozers with on-the-go angle tilt. 
A Case crawler line exclusive — helps make 
every pass a working pass. Two track power 
turns. 


For loaders with 4-wheel torque proportion- 
ing differentials. Extra traction on both axles 
keeps jobs moving in slippery, muddy terrain. 


Case thinks of everythin 
PERENNEM 


hy 
d is 
turning to Case: 





For skid-steer loaders featuring power-in- 
hand command. Hand levers control speed, 
direction, all bucket functions — no awkward 
coordination of hand and foot movements to 

get the job done. 


For construction equipment selection that 
includes a full line of — trenchers, compaction 
equipment, forklifts, cranes, other equipment. 
See your Case dealer, or write to Asian Repre- 
sentative office of the J | Case Company, 12-C 
12th Floor, Yen San Bldg., 268 Orchard Road, 
Singapore 9, Republic of Singapore 


JI Case 


A Tenneco Company 












WARFARE 


[he bitter, dark side of the sun 


Into a Black Sun by Takeshi Kaiko. 
Kodansha International, Tokyo. Y 950 
(US$4.50). 


NOW issued in paperback, Into a Black 
Sun — thanks to a first class translation by 
Cecilia Segawa Seigle — provides a much- 
needed jolt to the collective conscious- 
ness, and offers a powerful reminder of 
why the Vietnam War should not be for- 
gotten. 

Kaiko was à special correspondent in 
Vietnam for a Japanese newspaper in 1964 
and though the book — written in the first 
person — is described as a novel it reads 
more like a fictionalised account of the au- 
thor's experience in Vietnam and his reac- 
tions to the war. But, for all that, it is both 
effective and remarkable. 

It focuses on Kaiko's encounters with 
Captain Wain, United States adviser and a 
man “of conviction and incorruptibility, 
crippled by a lack of power and a sense of 
futility”; To Nga, the journalists girl- 
friend in Saigon, and her brother Tran, 


Chapters of 
a living lie 
Australia’s Vietnam edited by Peter King. 


George Allen and Unwin, Sydney. 
A$9.95 (USS$9). 


THESE seven essays collectively show 
how Australians found themselves at war 
in Vietnam without knowing why. Beyond 
this, it also raises questions about Austra- 
lias Vietnam which reflect on deeper 
questions about Australia's whole re- 
lationship with the Asian-Pacific region. 
To begin at the sharp end, where a small 
Australian Army task force operated from 
the Nui Dat base in Phuoc Tuy province 
between 1966 and 1971, something bizarre 
about the Australian Army's relationship 
with its operational environment becomes 
instantly apparent. 

The chapter by Jane Ross paints à 
psychological picture of the Australian 
task force which brings out its reaction to 
the unknown. What she saw when she 
went to Nui Dat was a task force that built 
a barbed wire fence around itself and 
wanted as little as possible to do with the 
Vietnamese. Not just the enemy, but “al- 
lied" Vietnamese as well. Australian sol- 
diers, she observed, were "inward look- 
ing" and "racist." And one is still left won- 
dering how the Australian Army thought 
it was going to help win a war for a people 
about whom it knew nothing and wanted 
to know less. 

A major part of the problem was that 
the Australians really could not have be- 
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a perceptive and intelligent young man 
who worked in the Saigon office. of the 
newspaper, and who symbolises the 
nihilism of a lost generation. 

There is very little interaction between 
these people. Their function — and that of 
other fleeting figures — is to highlight the 
complexity of the situation in Vietnam at 
that time. The book derives its unity from 
the journalist's own inner conflict: a grow- 
ing self-recrimination and a self-loathing 
of being a mere voyeur to others' suffer- 
ing. The need to prove to himself that that 
was not the case leads him to the front, to 
experience the war first-hand. 

One of the greatest strengths of the 
book is Kaiko's skill in weaving together 
the major issues raised by the war: the 


es. 
lieved they were in Vietnam to help the 
Vietnamese. As we now know, the unspo- 
ken assumption of successive Australian 
governments in the 1950s and 1960s that 
defending Australian shores from the red 
and vellow perils meant that Australians 
would fight to the last American in Asia. 

The Australian Army in Vietnam was 
merely a symbolic offering which the gov- 
ernment dangled before the Americans. 
Because of its desire to fight a war without 
paying the price, the Australian Govern- 
ment never provided enough troops to 
carry out more than a token role. And 
since the primary function of an army is 
combat, it is difficult to avoid Ross' ruth- 
less conclusion that “to a large extent the 
Diggers based in Vietnam werc living à 
lie." 

Ignorance of the allies' problems and 
capacities was then equalled by ignorance 
of the enemy. It is unlikely that any senior 
Australian officer fully understood that 
the task force's main opponents, D445 
Battalion, and 274 and 275 Regiments, 
had unit histories that go back to 1945 (not 
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self-seeking corruption of the Saigon rul- 
ing elite; the ruthless manipulation of the 
peasantry by the Vietcong and North 
Vietnamese Government; the fatalism of 
an alienated South Vietnamese intel- 
ligentsia, the morality of US involvement 
and the question of land reform. The re- 
sult is a provocative and powerful narra- 
tive which keeps sight of the fact that the 
war was ultimately about human beings, 
pawns in the grand strategy of geopolitics. 

Kaiko captures all the facets of the war, 
the horrors, cruelty and suffering along 
with the smells and colours, even the ab- 
surdity. His picture convinces because it 
eschews any narrow, sentimental moralis- 
ing. He refuses to be tied down by abstract 
notions of good and evil, and, more in- 
terestingly, rejects any interpretation of 
the war based on white man vs yellow 
man. 

His achievement should not be underes- 
timated. Into a Black Sun provides a com- 
pletely fresh per- 
spective on the 
war and poses 
questions which 
transcend it. 


— DEREK 
MASSARELLA 









1947 as. Frank 
Frost says in his 
chapter) when the 
Vietnamese first 
took uparmstopre- 
vent the French 
reoccupation of 
their country after 
World War II. Had 
they known this, 
they might have 
had a better under- 
standing of the 
depth of the 
enemy's political and military infrastruc- 
ture, his will to fight on, and his capacity to 
reconstitute units each time they had been 
decimated by competent tactical opera- 
tions and superior Australian firepower, 
But the ignorance of Vietnam which 
permeated the Australian Arniy cannot 
simply be laid at the feet of the Australian 
military command. Task-force comman- 
ders were never given a precisely defined 
role by the government because the gov- 
ernment did not know what to say. It is 
a merit of King’s book that it shows how 
Australian military problems in Vietnam 
were merely a reflection of the ignorance 
about Asia which enveloped the Austra- 
lian Government of the day, the academic 
world, the press and the population. 
Despite the genuine interest and real 
experience of many individuals, Austra- 
lia's overall role in the Vietnam War was 
insignificant. But what makes Australia's 
Vietnam such a helpful book is the way it 
emphasises the growing need which Aus- 
tralians have to learn to live with Asia. 
— GREG LOCKHART 
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fanila: The August 21 assassination of 
"resident Ferdinand Marcos’ chief politi- 
al rival, former senator Benigno Aquino, 
nd continued worries over the state of 
arcos' health, have added a debilitating 
V element to the Philippines’ attempts 
ight its listing economy — political in- 
ability. Just as increased prices of the 
untry's major commodities — coconuts, 
igar, copper and gold — were starting to 
Ost export earnings and local businesses 
Owed some recovery from a two-year re- 
: ion, the last thing Manila needed was 
is sort of uncertainty. 

Jut events of the past two weeks have 
d to talk among foreign creditors of a 
zeze on new loans. They have also pre- 
itated mild runs on some local banks, 
> need for official assurances that the 
entral Bank of the Philippines would re- 
ise sufficient funds should banks have 
ficulty meeting withdrawals, a sharp 
rge in selling on local stockmarkets 
nd reports of a rapid increase in capital 


gnt. 

Just how much of this represents a shift- 
ng trend and how much a short-term 
berration remains to be seen. But it 
netheless marks a setback to govern- 
jent attempts to revive confidence in its 
conomic policies. The main pillar of that 
mfidence to date has been Marcos’ re- 
lance on his government technocrats, led 
y Prime Minister Cesar Virata (concur- 
ently finance minister), and their coordi- 
ation with the International Monetary 
und and the World Bank in trying to re- 
luce last year's huge budget, current-ac- 
Ount and balance-of-payments deficits. 
u ‘ae technocrats have not escaped poli- 
cal fire. 

They have faced increasing criticism 
h from within Marcos’ Kilusang 
Jagong Lipunan (New Society Move- 
rent) and from the opposition, national- 

c or leftist. to the effect that the 
chr Ocrats are in effect selling the coun- 
ry's sovereignty to the United States- 
lominated policies of the two multilateral 
inancing institutions. 

If it came to a change in administration 
and that is a very major "if" — the 
*chnocrats' political security would by no 
means be assured, though any changes on 
it score probably would come as a result 
of their critics within the current govern- 
nent assuming greater power rather than 
S a result of criticism from the opposition 
of the Left. There is little popular feeling 
one way or the other towards the technoc- 
rats, and in any internal political jockey- 
ing, their position would be determined by 
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ainty surrounds the Philippines follo 


how well individual economic (and politi- | 








cal) interests have been served by the 
technocrats’ policies. 

More probable, should the issue of suc- 
cession become a reality, would be politi- 
cal infighting with some elements within 
the military — supposing they increased 
their political sway — supporting current 
economic policies. Should Marcos' wife 
Imelda attain greater control, though, the 
influence of the technocrats would proba- 
bly be reduced. 

For now, however, it is safe to assume 
that the technocrats will remain as much 
behind the scenes as possible while Mar- 
cos decides how to react politically to re- 
cent events, and will continue to manage 
the economy according to their targets — 
most important of which is reducing the 
balance-of-payments deficit — while at 
the same time introducing whatever dam- 
age control is necessary to minimise any 
increased political risk foreign creditors 
have built into their Philippine lending 
equations. In this sense, while the murder 
of Aquino has not made life any easier, 
there are grounds for optimism that the 
economic backlash can indeed be control- 
led. 

Most important. will be the effect on 
foreign loans. For the past two years the 
government has adopted a strict and, for 
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Capital flies from fear 


By Guy Sacerdoti and Leo Gonzaga 
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the most part, successful debt-manage- 
ment system, whereby new borrowings 
have fallen under closely kept. ceilings 
with maturities spread out sufficiently to 
keep debt service orderly. A statutory 
limit on debt-service ratios (defined in the 
Philippines as the amount of fixed-term 
debt repayments as a percentage of the 
previous year’s exports) of 20% has led to 
maximum foreign-debt approvals for 1982 
of US$2.4 billion and for this year, US$2 
billion (putting this year’s debt-service 
ratio at 19.6%). To date, about 90% of 
this year's ceiling has been accounted for. 


oans which might immediately be af- 

fected by a freeze could be two Belgian 
franc-denominated facilities for the equi- 
valent of US$138 million, representing ad- 
ditional funds for the prestige Light Rail 
Transit Authority's overhead railway in 
Manila, expected to be completed next 
year; à US$50 million letter-of-credit pac- 
kage for a commercial-paper flotation in 
the US by the government's National 
Development Co. (being arranged by the 
American institutions Bankers Trust, 
Mellon Bank, Salomon Brothers Asia and 
Wells Fargo Asia) and a US$45 million 
loan sought by the Development Bank of 
the Philippines from a consortium of Ja- 


The involuntary lenders 


US banks seem unlikely to risk much greater 
exposure in the Philippines for the time being 


By Robert Manning 


Washington: Banks in the United States 
are casting a wary eye on the Philippines in 
the aftermath of the assassination of op- 
position leader Benigno Aquino. The 
Philippines has earned generally good 
marks for implementing an International 
Monetary Fund austerity package, but 
both private bank and World Bank 
sources told the REVIEW they thought 
Manila's economic performance for the 
first six months of 1983 was far from prom- 
ising. This is partly attributed to poor wea- 
ther affecting coconut-growing areas and 
to low prices of other commmodity ex- 
ports (despite recent improvements). 
World Bank sources say the Philippines' 
economic situation leaves a cloud hanging 
over the country's estimated US$8 billion 
short-term debt (REVIEW, June 9). 

Some American bankers lean towards 





the view expressed by several Japanese 
| banks which doubt the wisdom of lending 
new money to cover maturing short-term 
debt, but this does not appear to be the 
consensus. A senior World Bank official 
said: “The commercial banks will in all 
likelihood continue to advance loans to 
cover the paying back of old loans, but 
new money and particularly medium- and 


| long-term money is another question en- 


tirely.” Several New York bank officials 
echoed this opinion. World Bank sources 
said the administration of President Fer- 
dinand Marcos has not sought any 
medium- or long-term loans since June, so 
the attitude of banks towards such lending 
may not have to be tested yet. 

What appears to be making bankers 
nervous in the light of the Aquino murder 
is the question of whether Marcos still has 
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panese banks. The Japanese 
have been the most hesitant 
in granting new facilities to 
Manila and local reports say 
this loan has already been 
turned down. 

But the effects any cancel- 
lation of these loan negotia- 
tions would have on the bal- 
ance of payments would be 
more psychological than ac- 
tual and probably would not 
force the government into 
any sovereign-risk reschedul- 
ing (private-sector and some 
government institution- 
guaranteed loans were re- i 
scheduled as a result of the | Wa vue 
1981 financial crisis and the 
recession). Already, the net 
of foreign borrowing this year is negative, 
with about US$2.4 billion being repaid in 
interest and principal against the US$2 bil- 
liop in new loans. 

The balance-of-payments deficit, esti- 
mated at US$6-800 million, will be fi- 
nanced primarily by the return to the 
country of local commercial banks' 
foreign liquid assets. According to the 
government's original plan, which called 
for a maximum deficit of US$598 million, 
the two IMF facilities granted Manila for 
1983 of 503.5 special drawing rights 
(SDRs), net of SDR repurchases and one 
standby credit tranche to be released in 
early 1984, would finance US$243 million 
of the deficit, with the central bank adding 
US$100 million and commercial banks ac- 
counting for the rest. 

Banks remain very liquid given current 


a strong enough grip on things. One finan- 
cial analyst said: "We expect the political 
situation to settle down in the next few 
weeks, but the whole affair raises the new 
question of how firmly Marcos is in con- 
trol." A World Bank official commented: 
"The Aquino affair doesn't inspire much 
confidence. Banks would be rather stupid 
not to move the Philippines up a couple of 
notches in the risk category." 

One uneasy US banker suggested that if 
private banks stopped lending money to 
cover the short-term debt it might increase 
the very instability that bankers fear may 
be on the horizon. Banking sources ques- 
tion how successful the Philippines' effort 
to reduce its balance-of-payments deficit 
(from US$1.1 billion in 1982 to US$600 
million this year) is likely to be. Another 
fear expressed by some financial analysts 
is that banks may be more reluctant to roll 
over the short-term debt as a result of 
what is seen as an increasingly risky situa- 
tion. World Bank sources say that roughly 
half the short-term debt is non-bank re- 
lated and linked to trade flows. 

The US lead banks which have syndi- 
cated loans to the Philippines are Chemi- 
cal Bank and Manufacturers Hanover, 
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loan demand but this liquidity is likely to 
be reduced somewhat as the monetary au- 
thorities. restrict money supply and 
domestic liquidity during the current half 
of the year by boosting bank reserve re- 
quirements as a percentage of deposits 
and substitute liabilities from the current 
18% to 19% from September | and to 
20% from October 1. 


B: the main worry is Philippine short- 
term debt, which at about US$4.5 bil- 
lion (the government's official figure for 
revolving credits, as distinct from the esti- 
mated total of some USS$8 billion) could 
lead to serious problems should banks de- 
cline to keep these funds revolving. The 
authorities have already undertaken to as- 
sure Middle Eastern countries (about 40% 
of total revolving credits finance oil pur- 


with Chase Manhattan a distant third in 
terms of exposure. While New York bank- 
ing sources say they doubt any of the 
major banks involved in the Philippines 
“will get cold feet in regard to the short- 
term problems, there is a growing reluc- 
tance to increase net exposure.” IMF 
sources said there is no indication from the 
Marcos administration that it will seek re- 
scheduling. 


orld Bank officials point out that 
Manila’s annual interest payments and 
amortisation payments have been steadily 
rising, reaching US$2.24 billion in 1982, 
up 27% from 1981. An IMF programme 
combined with the US$300 million in pri- 
vate capital agreed to earlier this year 
takes the pressure off all but the short- 
term debt. The USS$4 billion in bank- 
related liabilities is divided equally be- 
tween central and commercial banks. 
Both private and World Bank sources 
agreed that the fact that the Central Bank 
of the Philippines admitted in confidential 
documents to the IMF that its short-term 
debt was double what was previously con- 
ceded “scores points for Philippine 
economic managers who have been quite 
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chases) that the political kr 
tion is under control. An 
standby facility for 1984.4s-a 
distinct possibility, and an- 
other World Bank structural- 
adjustment loan (the third), 
probably at about US$300- 
350 million, is on the cards. 

For foreign bankers, con- 
tinued IMF and World Bank 
support will become more 
crucial as political events un- 
fold, even though the Philip- 
pines economic perfor- 
mance, coupled with a tight- 
ening up on new credit 
worldwide (in response to the 
credit crunch in South 
America and Eastern 
Europe) has already brought 
many banks to their exposure ceilings in 
the Philippines. But the public reaction to 
the Aquino assassination, together with 
strident local ition to the policies of 
the World Bank, the IMF and the techno- 
crats, are likely to keep Manila under 
question in terms of political risk. 

The central bank's senior deputy gover- 
nor, Gabriel Singson, admitted on August 
26 that there was a “more than usual” 
withdrawal of deposits the day after 
Aquino's murder, but that it “was no bank 
run." He gave no figures but several re- 
porters noticed a great deal of activity. 

A number of US dollar account holders 
reported that some banks, including the 
local branch of Citibank of the US, re- 
fused to service cash withdrawals. There 
were persistent rumours of attempts to 
move dollar deposit accounts offshore; 





good in managing medium-term debt." 
Moreover, the view of the US banking 
community appears to be that even if 
Marcos is losing his grip. the core of 
technocrats led by Prime Minister Cesar 
Virata will be kept intact by whatever con- 
stellation of political forces is likely to 
emerge. A State Department official told 
the REVIEW that he was "surprised that we 
[the State Department] haven't been get 
ting many calls by nervous bankers." 

If the Philippines runs into trouble over 
its short-term debt, as some financial 
analysts suggest may happen given the 
combination of political turmoil and 
economic difficulties, the likely outcome 
appears to be that the US money-centre 
banks will not run for cover. But as one 
analyst put it: “I wouldn't want to be the 
one syndicating anything beyond short- 
term money unless things pick up con- 
siderably." 

William Cline of the Washington-based 
Institute for International Economics said 
that he *would not be surprised if bankers 
are becoming a bit more sceptical about 
the Philippines. It may be a classic case of 
the spiral that begins when confidence 
wanes.” 
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ee t Monday was in part de- 
— signed to stop the outward flow of tele- 
-— graphic transfers. 
— — "While all this was speculation, Singson 
— Still found it necessary to announce pub- 
— licly that the central bank was ready to 
come to the aid of any bank in case of a 
panic brought about during or after the 
massive public outpouring of grief during 
— Aquino's funeral procession. As it turned 
out, most people either joined the cortége 
or stayed at home. The banks reported lit- 
tle activity. 
Just how much capital flight has occur- 
- Fed since the assassination is difficult to as- 
certain. At the height of the recession, es- 
— —timates were that about US$2 million was 
— flowing out of the country every day; 
— given the secrecy surrounding black-mar- 
E ket operations, it is impossible to tell how 
— much that flow has increased, The street- 
- side black market was exchanging pesos at 
— à relatively stable rate of about P12.4- 
—12.6 to US$I in the week following 
i * Aquino's murder (the official exchange 







_ rate is P11:US$1) and the rate has re- 
-  mained steady since. 

Even before August 21, the stockmar- 
ket, in the doldrums for the past two 
- — years, saw slow trading and reduced prices 
? aene to the political uncertainty sur- 
— Founding Marcos’ health. Nervousness 
— Was aggravated by the assassination. Vol- 

. ume during August dropped almost 30% 
-— from that of July. The mining sector's 

index dropped almost 10% during this 

period, though the commercial and indus- 
- trial and oil indices fell only slightly. 
— Brokerage house Anscor-Hagedorn Sec- 
— urities said the first day of trading follow- 
_ ing the murder saw its office “swamped 
- with selling orders from nervous inves- 
— tors." But again, this seemed to be a one- 
— day aberration. 

While some of the immediate reaction 
—— Was to have been expected, the longer- 
term effects of the killing on political sta- 
bility and the implications for the technoc- 
rats’ length of stay in government may be 
of greater concern, as anti-Marcos senti- 
ment and the succession issue rise to the 
surface once again. Uu 
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Keeping an idea alive 


New Zealand's prime minister pursues his own proposal 
for a major reform of the world trade and payments system 





By James Clad 


Wellington: New Zealand Prime Minister 
Robert Muldoon is pressing doggedly 
ahead with his proposals for a comprehen- 
sive reform of the world trade and pay- 
ments system. In an interview with the 
REVIEW, Muldoon claimed to have won 
some international support for the pro- 
posals during the past year, not least in 
Asia. In essence he seeks an integrated ap- 
proach — via a new Bretton Woods-type 
agreement — to related problems such as 
exchange-rate instability, protectionism 
and the management of debt repayments 
by less-developed countries (LDCs), 
Since elaborating his reform proposals 
at a London meeting of Commonwealth 
finance ministers last year (REVIEW, Sept. 
10, '82) he has presented his views at the 
September 1982 joint annual meeting of 
the World Bank and the International 
Monetary Fund in Toronto and to several 
international financial gatherings this year, 
including the European Management 
Forum at Davos, Switzerland in January, 
the Organisation for Economic Coopera- 
tion and Development ministerial council 
meeting in May and, most recently, the 
sixth session of the United Nations Con- 


‘ference on Trade and Development 


(Unctad-VI) in Belgrade. 

Over the past year, Muldoon's pes- 
simism about the world economy has 
grown. He argues, most recently in the 
summer 1983 issue of the American Jour- 
nal of Foreign Affairs, that deep-seated 
structural problems will prevent the cur- 
rent economic upturn from developing 
into a sustained global recovery. 

Muldoon told this correspondent that 
he is lobbying hard for the establishment, 
at the next IMF annual meeting in 
Washington at the end of this month, of a 
steering committee of finance ministers. 
This group, in which Muldoon presuma- 
bly would participate, would prepare an 
agenda for a global, IMF-sponsored con- 
ference to reform the world's trade and 
payments system. “The timing is now criti- 
cal,” Muldoon said. “If we cannot make 
progress towards a conference in the next 
two to three months, we will all be in a 
very dangerous situation.” 

Muldoon’s proposed agenda for a new 
Bretton Woods includes the following 
topics: 

» Balance of payments, including the fu- 
ture role of international financial institu- 
tions, capital markets, aid targets and 
mechanisms for automatic resource trans- 
fers (of grants in kind or cash, or of con- 
cessionary loans) to LDCs. 

> Long-term international framework for 
individual country adjustments to struc- 
tural changes in the international financial 
system. 


» Reserve assets and exchange rates, in- 
ternational liquidity, impact of reserve- 
currency countries' monetary policies, fu- 
ture of special drawing rights and coordi- 
nation of exchange-rate policies. 

» Dismantling of trade barriers and pro- 
gressive removal of export subsidies. 

» Management of world economic inter- 
dependence. 

Before attending the IMF annual meet- 
ing, Muldoon will be aiming for “a posi- 
tive result" from the Commonwealth fi- 
nance ministers’ meeting in Trinidad in 
mid-September. A report by the Com- 
monwealth Secretariat on “the interna- 
tional trade and payments system as a 
whole and in particular the role of the in- 
ternational economic institutions” will be 
circulated at this session and Muldoon ex- 
pects it to be endorsed by the Common- 
wealth ministers. However, in a reference 
to opposition from some “old” Common- 
wealth countries, he added that “there are 
still a few who are not wholly convinced.” 


he chief doubters remain the British, 

who joined Jamaica, Australia and 
Canada last year in speaking against Mul- 
doon’s comprehensive approach. Since 
then, however, Muldoon says persistent 
lobbying has resulted in a softening of the 
Canadian position. Discussions in May 
with Britain’s Prime Minister Margaret 
Thatcher also improved British under- 
standing of his views, according to 
Muldoon. 

Within the Commonwealth, Muldoon’s 
most significant public supporter has been 
the organisation’s secretary-general, Sir 
Shridath Ramphal. At the London fi- 
nance ministers’ meeting last year, 
Ramphal said “the case for a new Bretton 
Woods is overwhelming." India, 
Malaysia, Singapore and Sri Lanka are the 
most significant Asian economies linked, 
through their governments, to the Com- 
monwealth. Muldoon has sought support 
from these states and they are all, he says, 
"being kept fully apprised of our views." 

Of all the Asian Commonwealth coun- 
tries, Muldoon says, Singapore supports 
his views most strongly and Prime Minis- 
ter Lee Kuan Yew “agrees completely 
with my analysis. He is totally pessimistic 
about the world economy and agrees with 
me that a crash is inevitable unless we 
achieve comprehensive reform.” 

Elsewhere, Asian support seems less di- 
rect. “[Indian Prime Minister Indira] Gan- 
dhi is also in favour,” Muldoon said, “but 
she has mainly been working in the con- 
text of the non-aligned movement and 
with less precision in terms of her 
analysis.” In the New Zealand prime 
minister's view, the March non-aligned 
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summit in New Delhi did not produce 
much of use to his own initiative, and he is 
similarly unhappy about resolutions at 
Unctad-V L which.were, he says, “a great 
disappointment to everyone." 

The largest hurdle to Muldoon's plans 
lies in Washington, not Asia. "American 
support for comprehensive reform of the 
trade and financial systems is crucial," he 
said. Even though the official United 
States view does not accord with the Mul- 
doon approach, the New Zealand prime 
minister professes to detect signs of move- 
ment in Washington towards his thinking. 

While in Washington Muldoon intends 
to speak to US President Ronald Reagan 
about the New Zealand initiative. Mul- 
doon has also lined up a series of addresses 
to influential US audiences, including the 
National Press Club in Washington, the 
Council on Foreign Relations in New 
York, a meeting with major New York 
newspaper editors and a talk at Harvard. 
Muldoon said many senior US officials 
privately agree with his analysis but are re- 
strained in their support by domestic poli- 
tics, 

The New Zealand leader professes to be 
pleased with the results of the Wil- 
liamsburg summit of the heads of state of 
the seven most industrialised economies. 
Although most observers believe the sum- 
mit, held in June, only touched on the 
question of financial or trade reform, its 
communique directed ministers of finance 
of the seven to “define the conditions for 
improving the international monetary sys- 





Ramphal; Lee: support for the Muldoon plan. 


tem and to consider the part which might, 
in due course, be played in this process by 
a high-level international monetary con- 
ference.” 

New Zealand officials said the US was 
quick to stress the “might in due course” 
qualification in the Williamsburg word- 
ing. There is a feeling in Wellington that 
the Americans are altogether too rigid in 
their preference for undisturbed institu- 
tional responsibilities in trade or financial 
areas. While accepting the logic of the link 
between trade work (that is, the General 
Agreement on Tariffs and Trade) and 
financial affairs (that is, the IMF), the 


Another cry for cash 


Developed nations are to press again for an emergency 
injection to the IMF ahead of a planned increase in its quotas 


By Robert Manning 
Washington: Efforts by the International 
Monetary Fund to obtain at least US$6 
billion on a temporary basis to ease its 
cash-flow problems until the proposed ex- 
pansion of its resources goes into effect 
will be given another push when represen- 
tatives of the industrialised nations’ 
Group of 10 (G10) meet in Paris on Sep- 
tember 15-16. Agreement was reached at 
the beginning of this year (REVIEW, Feb. 
3) to increase the IMF's quotas by 47% 
and to boost substantially the General 
Agreement to Borrow facility, but these 
do not take effect until the end of the year. 
IMF officials fear that unless an 
emergency injection of US$6-8 billion is 
made, the fund may be unable to meet all 
the legitimate demands of Third World 
countries for borrowing. The fund expects 
to face a "commitment gap" of US$6 bil- 
lion by the end of this year. According to 
some of its officials, the IMF's Extended 
Facility (EF) is overcommitted by about 3 
billion special drawing rights, or SDRs 
(US$3.15 billion), though the committed 
money will not be disbursed until 1985-86. 
G10 chairman Lamberto Dini of the 
Bank of Italy said in a recent interview: 
"In a situation like this, it is not reasonable 


for the IMF not to have the necessary re- 
serves available." Dini also noted that in 
recent months “lending by the commercial 
banks to the less-developed countries 
[LDCs] has been negative," meaning that 
LDC repayments exceed new loans. 

Dini has said that he hopes the G10 will 
approve an emergency loan proposal at 
the Paris meeting of deputies, before its fi- 
nance ministers meet in Washington on 
September 24, just days before the IMF 
annual meeting. The Paris meeting will be 
preceded by a meeting of European cen- 
tral bankers at the Bank for International 
Settlement's headquarters in Basle, Swit- 
zerland. The arrangement under discus- 
sion is that several countries — believed to 
be Italy, Britain, West Germany and 
France — are to advance the IMF some 
US$3 billion with that sum to be matched 
by Saudi Arabia. 

The Saudis reached an agreement with 
IMF managing director Jacques de 
Larosiere in 1980 to contribute SDRs 8 
billion over two years for the EF, with an 
option to look at another US$4 billion for 
a third year (1983). But as a consequence 
of the oil glut and Saudi fiscal cutbacks, 
Riyadh has lowered the figure to US$3 bil- 





Americans — and the British — do not 
want the distinction blurred. A new Bret- 
ton Woods-type conference would do just 
that. 

While Muldoon accepts that global re- 
form of the trade and payments systems 
would necessarily result in amendments to 
Gatt and to the IMF's articles of associa- 
tion, he says his aim is to strengthen, not 
weaken, the two institutions. He contrasts 
his approach to more radical calls for re- 
structuring the whole system, a viewpoint 
often associated with the term "global 
negotiations.” 

Muldoon appears to have made little 


lion, according to United States Treasury 
Department officials, 

Ratification of the eighth round of IMF 
quota increases is due on November 30, 
and would provide the fund with about 
US$31 billion in additional resources. 
Without the quota increase and in the ab- 
sence of the US$6 billion the IMF is seek- 
ing to borrow, “we will have, in effect, 
fully committed the usable resources of 
the fund by the end of the year," said an 
IMF source. 


he fate of the US share — US$8.4 billion 

— of the quota increase is still uncer- 
tain. The administration of President 
Ronald Reagan hopes to gain approval 
from the US Congress soon after it returns 
from its summer recess on September 12. 
But new complications have arisen. The 
House of Representatives has passed a 
version of the IMF authorisation bill that 
is substantially different from that earlier 
passed by the Senate. The next step is to 
iron out differences in the Conference 
Committee, where backroom horse-trad- 
ing means that anything could emerge. 
The new complicating factor is that house 
banking committee chairman Frenad St. 
Germain has written a letter telling 
Reagan that the narrow 217-211 majority 
which passed the house version in August 
may not exist to pass the conference re- 
por unless the Senate acts on a housing 

i. 

In effect St. Germain may hold the IMF 
quota increase hostage by linking it to the 
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progress in overcomin American c 

tions to his plan. At the July meeting of 
foreign ministers of Anzus (the 1951 al- 
liance linking Australia, New Zealand and 
the US), the communique “welcomed” 
Williamsburg's commitment to monetary 
and other economic coordination but 
merely “noted” the initiative to study pos- 
sible improvements to the international 
monetary system. 

Muldoon has been New Zealand's 
prime minister for eight years and its fi- 
nance minister for 14. As he presides over 
a one-seat-majority government facing a 
tough election fight in November 1984, 
many New Zealand observers believe he 
would like to be remembered outside the 
country as something of a world financial 
statesman. Few doubt he sincerely be- 
lieves the world economy is in deep trou- 
ble but some local detractors suggest his 
despondent analysis of external trading 
and financial conditions helps to deflect 
the local electorate’s attention away from 
policies that may have done little to im- 
prove New Zealand’s recent economic 
performance. 

Certainly his speeches for domestic con- 
sumption relentlessly make the point that 
New Zealand’s recovery depends as much 
upon reform of structural problems in and 
among the major industrial countries as 
upon the right internal economic 
medicine. For a nation Which derives 
more than 20% of its gross domestic pro- 
duct from export receipts, he may be 
right. Di 
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US$15 billion housing bill. The house has 
passed the housing bill, but it has not yet 
reached the floor of the Senate. Con- 
sequently, both the timing of congres- 
sional approval of the IMF increase and its 
very approval are in question. Privately, 
IMF sources told the REVIEW that the 
Reagan administration has not pushed 
congress on the quota increase as hard as 
they hoped it would. 

On other IMF issues, the Reagan ad- 
ministration may be more forthcoming 
than many expected. The administration 
is not involved in the US$6 billion loan. 
Treasury Department officials explained 
that while in theory the department's Ex- 
change Stabilisation Fund (which was 
used to give Brazil a bridging loan last 
year) could be used to channel funds to the 
IMF, the administration fears that if it 
made such a move it would draw the wrath 
of congress and further jeopardise the US 
share of the IMF quota increases. 

But Treasury officials say the US ts 
looking favourably on the idea of allowing 
the IMF to borrow on private financial 
markets and also on a new issue of SDRs 
favoured by de Larosiére. In a recent in- 
terview, Treasury Secretary Donald 
Regan said: "If it can be demonstrated 
that it will help liquidity but not harm the 
world's monetary system, we would con- 
sider it." 

Both these issues will come up at the 
September 27-30 annual meeting of the 
IMF but it is not clear whether a consensus 
exists among industrialised nations. 
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By Mohan Ram 
New Delhi: India is set to deploy space 
technology in its development efforts. Its 
| US$50 million Insat-IB satellite, put into 
| orbit on August 31 by the United States 
| space shuttle Challenger, is à trendsetter 
in the commercial-satellite field even for 
developed countries because of its multi- 
ple applications — telecommunications, 
meteorology and radio and TV. Insat-IB 
has the functions of three satellites. It also 
makes India a member of the exclusive 
space club of some half-dozen countries. 
The satellite package is part of the In- 
dian National Satellite (Insat) system. It is 
to comprise two identical multi-purpose 
satellites in space plus ground facilities. 
Insat-IA , India's first multi-purpose appli- 
cations (as distinct from experimental) 
satellite, was launched from atop a US 
| rocket in April 1982, but it developed pro- 
blems owing to a series of minor defects 
and was abandoned in September the 
same year. The total cost of the Insat-1 
project to date is Rs 1.23 billion 
(US$124.2 million). The loss of the first 
satellite was fullv covered by insurance. 
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LOOKING FOR TAIWAN 
SUPPLIERS? 


VISIT THE CETDC EXPORT PRODUCT 
DISPLAY CENTER & MART 


The world's largest collection of Taiwan products is 
displayed bv carefullv selected exhibitors year-round at a 
1,800-booth display center and a trade mart complete 

with 150 individual showrooms. Exhibitors’ representatives 
are available to discuss business with you on the spot. 


Taipei Sungshan Airport, Taiwan, Republic of China 
about a 10-minute drive from Taipei's business district 


Monday-Friday 09:00—17:00 Saturday 09:00—12:00 
china external trade development council 


a non-profit agency for the promotion of Taiwan trade 
Telex: 28094 TPEWTC Tei:715-1551 
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India launches an advanced multi-purpose satellite in an 
effort to speed up several key economic and social programmes - 
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India has since decided to launch a thirc 
satellite in the current series to replace | 
[Insat-IA. Like the first two, the third y 
be built in the US to Indian specifications, 
The next series of Indian satellites, Insat SN 
II, details of which will be worked out i 
the next few months, will be built in India, Y. 
though they might have to be laun jh 
abroad. b 

Insat-IB. will. immediately improvi Za 
Indias telecommunications. Ground — 
facilities for the telecommunications sys- 
tem comprise 31 earth stations, 28 fixed - 
and three transportable. Many of the sta- — 
tions had been prepared for Insat-IA , but 
when that satellite was abandoned, h dia 
leased satellite facilities from the Interna- 
tional Telecommunication Satellite (Intel å 
sat) consortium, a commercial joint ven- — 
ture with 106 member countries. In à few 
weeks, all 31 earth stations in India wil — 
switch from Intelsat to Insat-1B. 

Insat-IB is to provide more than 8,000. — 
two-way, long-distance telephone circuits — 
which potentially will be accessible from — 
any part of India. These circuits are to be 
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ik routes to make them immu 

tural disasters. It will also help communi- 
cations in remote areas and provide short- 
term and emergency telecommunications 
‘services. 

— The meteorological component of the 
‘System will provide round-the-clock data 
n weather systems — including cyclones 
— sea-surface and cloud-top tempera- 
tures, water bodies and snow cover. It will 
-allow . collection and transmission of 
“meteorological, hydrological and seis- 
-mographic data from unattended remote 
- data-collection platforms. 

- Insat-IB is also to provide an early 
war ing system against impending disas- 
ers such as cyclones and floods. Warnings 
"are to reach people directly in the areas to 
—be affected. The new system, it is hoped, 
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0: By the end of August the Japan- 
ese Ministry of Finance (MoF) had re- 
Xeived budgetary requests totalling 
3652.31 trillion (US$215 billion) from all 
government ministries and agencies for 
fiscal 1984 (to start next April). With esti- 
mated revenue (including bonds) of ¥49.5 
"trillion, the MoF is examining ways to cut 
'expenditure, especially welfare and medi- 
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— Originally the MoF planned to make a 
10% cut in spending across the board, but 
t had to accommodate a 6.88% increase in 
the defence budget and an 11.4% increase 
“in overseas aid. A rigid 10% cut in many 
"other general expenditures also proved to 
“be unrealistic. Debt servicing (of govern- 
“ment bonds) is estimated to rise to Y 10.75 
"trillion, or about 20% of the budget. 

— Despite these problems, the total 
“budgetary requests amount to only a 3.8% 
increase over the fiscal 1983 budget. The 
MoF will complete its work on the budget 
by December. 

The outlook, meanwhile, for govern- 
‘ment revenues is none too bright. In Sep- 
tember the Economic Planning Agency 
announced that the longest recession in 
“post-war Japan, lasting 36 months, had 
— ended in February this year. The bottom- 
“Ing out of the Japanese economy, visible to 
Some economists and stock analysts as 
—early as March, has not progressed to a full 
recovery. There are serious lags in impor- 
tant areas of the economy, most notably 
“consumer spending, housing starts and 
plant-and-equipment investment. 

— Itisnot clear whether exports in general 
-are doing anything more than regaining 
lost ground. Aside from a few outstanding 
performers such as videotape recorders, a 
"substantial part of the recent gains in ex- 
; | ports came from adjustment of overseas 
_ Inventory. 

— — A recovery in the United States econ- 
— omy during the first half of this year also 
— contributed to the favourable figures, but 
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24 hours earlier than any existi 
An important missing link in : 
satellite meteorological coverage is 


age of the Indian Ocean. The Insat-I satel- 


lites are to be stationed over the Indian 
Ocean and are expected to fill the gap. 

In radio networking, the system will en- 
able linkups between earth stations in 
New Delhi, Bombay, Calcutta and Mad- 
ras. This, plus 94 five-channel receiver ter- 
minals to be co-located with terrestrial 
transmitters, will help receive and re- 
broadcast programmes via the satellite. 

But the satellite's most important com- 
munications application is in TV transmis- 
sion, which now reaches barely 25% of the 
country's huge population. With the help 
of the satellite, India hopes to reach 75% 
of the people by 1984 and eventually, the 


W ECONOMIC MONITOR I JAPAN 
Another budget bulge 


US protectionist sentiments make the pos- 
sibility of meaningful increases in sales of 
cars and other controversial items doubt- 
ful. Prime Minister Yasuhiro Nakasone 
was quoted recently as saying he favoured 
the extension of Japan's three-year volun- 
tary restraint on car exports to the US 
when the agreement expires next March. 
There was a 6,1% decline in exports 
during the January-March period (cus- 
toms-cleared, year-on-year, by value). 


Exports began to show an increase in May 


and June, though for the April-June quar- 
ter asa whole there was a decline of 1.495. 
In July a preliminary report showed ex- 
ports declined by 1% from the previous 
year. 

There had been a minimum of a 10% de- 
cline in imports year-on-year during every 
month this year until June. In that month, 
there was a 3.3% increase (mainly because 
of a concentrated delivery of oil and air- 
craft) and in July there was a preliminary 
estimate of an 8.5% decline. Some 
economists do not expect imports to in- 
crease by a large amount if exports do 
begin to grow substantially, mainly be- 
cause the economy does not require the 
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new TV transmitters to the country’s - 
ex E 1 : E214. z Ea T T ee f ^ 1 
existing 42, of which 28 currently are used 


‘in conjunction with a Soviet satellite. 
Also planned are direct transmissions to 
augment community TV receivers in rural 
areas. India accords high priority to TV as 
the medium of educational and develop- 
mental communication. The country’s dis- 
tances and its high level of illiteracy justify 
this emphasis. Messages concerning such 
vital subjects as family planning and better 
farming methods are to be put across on 
country-wide TV programming with the 

help of the Insat-I and Insat-II series. 
Besides Insat-I and Insat-H, India's 
satellite plans for the 1980s include the In- 
dian Remote Sensing satellite series for 
geological prospecting. The first of these 
is expected to be launched in 1986-87. 

































previous level of energy and raw materials 
even during à full recovery. 

Japan's trade surplus during the April- 
June quarter was US$8.2 billion (prelimi- 
nary) and the current-account surplus was 
US$6.2 billion on the same basis. There 
are estimates of a surplus of US$18-23 
billion in the current account for fiscal 
1983 ending next March. Net long-term 
capital outflow was US$3.7 billion in the 
April-June quarter, and it is thought that 
the figure for the following quarter will be 
higher. . 

The yen fell to ¥247;US$1 at one point 
in August after trading close to ¥240 for 
much of the summer. In Japan interest 
rates fell slightly due to a weak demand for 
loans. The money supply grew at a fairly 
stable rate — about 7.6% year-on-year — 
and the government will apparently stick 
to its 5.5% central-bank discount rate un- 
less there is a dramatic rise in the value of 
the yen. Therefore attention remains on 
fluctuations in the US money supply fig- 
ures and interest rates for indications of 
the directions of the yen. 

The economy in general is expected to 
continue growing at about a 3-4% pace. 
There was a steady increase in industrial 
production (1.675) in the April-June quar- 
ter compared to the same period in 1982. 
However, there was a decline of 4.8% in 
housing starts in the same period over the 
previous year; with little indication of a re- 
cent pick-up in activity. 

Public-works contracts declined by 
1.6% in April-June from the previous 
year, which followed a 1.8% decline in the 
January-March period. The value of con- 
struction works ordered by the private sec- 
tor declined year-on-year by 11.7% in the 
April-June quarter (preliminary). 

Personal consumption remained flat. 
There has been only a 1.6% increase in 
real wages of Japanese workers from June 
1982 to June this year. Consumer prices in 
Japan hovered at about 2% higher than 
last year, while wholesale prices declined 

slightly. The unemployment rate edged 
down somewhat to 2.58%. 
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WE CAN GIVE YOU A BETTER VIEW OF 
INVESTMENT OPPORTUNITIES 
FROM BOTH SIDES OF THE PACIFIC 


When you live in Asia and think of investments in America, quite often you think about the 
U.S. West Coast. Citibank’s private bankers can provide you with the services of financial 
counselors in San Francisco, Los Angeles and Beverly Hills just as readily as we do in Hong 
Kong and Singapore. 

For substantial private investors living in Asia, Citibank's private bankers can provide a 
wide range of private banking and investment services while fully understanding your need for 
confidentiality. 

As a client of Citibank you also have access to expert financial counselors in New York, 
London, Zurich, Geneva and other financial capitals around the world. 

if you would like our global perspective on investment opportunities in the U.S., or 
anywhere else, please take the next step and call us, or write and ask for a personal visit. 


Citibank, N.A Citibank, N.A. INTERNATIONAL 
International Private Banking International Private Banking PRIVATE 
Solar House, 1st floor UIC Building 


| > BANKING 
28 Des Voeux Road, Central 5 Shenton Way 
Hong Kong Singapore 0106 ll E P? o hà 





Canon electronic 
... What comes out 


electronic typewriter; by the technology | | / 
that goes into it, or the pages that come | | 

out of it. Canon's AP500 is a standout | | 

either way. | ! 


It has every imaginable electronic 
feature, including one key correction of 
mistakes you may have made even three 
or four lines earlier. And if you want, you 
can keep many different projects stored by 
file name in memory, so you can call them 
up later and revise them, or print them out. 


But features like these are no more 
important than the basic precision of the ^v 
machine itself. And this is where Canon's 
background in integrating mechanics and 
electronics makes a big difference. In 
areas you normally wouldn't notice, Canon 
goes the extra distance to do it right. Our 
carriage is so sophisticated, for example, 
that it can actually anticipate your typing 
speed and make small correction for 
smoother travel. Even the gears that 
control the movement of the paper are | 
much more advanced than the kind you w^ 
find on most other machines. They allow £ 
you to back up several lines to make a 
correction and then relocate to within 
fractions of a millimeter of where you left 
off. In fact, the AP500 is so advanced that 
you can erase a two-letter word and insert 
a three letter word with micro justification. 


All this extra care adds up to better- 
looking documents. And at Canon, we think 
that's what electronic typing is all about. 


AP500 features: e'«« storage expandable to 32.000 
characters. e Correction memory of 500 characters for one-touch 
correction. @ Format storage for frequently used tabs. margins and 
page sizes. e Line framing for charts, graphs. etc. € Automatic 
centering, paper feeding, underlining, bold type. numerical columns 


precision for productivity 


Canon 


ELECTRONIC TYPEWRITERS 


CANON INC. TOKYO, JAPAN For further information, please contact Hong Kong Jardine Marketing Services 





30748 Tel 5-7909011 Indonesia P T. SAMAFITRO Jakarta Tel 356621 
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Prime Mover. 


Behind the dynamic growth of 
the Japanese economy is the 





@ foresight and innovative spirit of 
the country's banking institutions. And among 
the prime movers providing funds and services 
for expansion of plants and equipment is the 
Industrial Bank of Japan. IBJ is Japan's largest 
and oldest long-term credit bank with $65 bil- 
lion in assets. As main bankerto Japan's key in- 
dustries, IBJ has the resources and capabilities 
needed to actuate any business anywhere in 
the world. If you're planning a major project, 
plan with a prime mover. IBJ. 


LBJ 


INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome, Chiyoda-ku, Tokyo 
Phone: 214-1111 Telex: J22325 





«A«£OCK & WILC: . 
FIRST NAME IN STEAM. 


Prenota knows more — 
steam generating systems than 
Babcock & Wilcox. That was 
true in 1867, and it's still true 























For over a century, Bak 
Wilcox has been the tecl 
leader in steam generat 
North America and work 
Let us share our knowled 
total scope resources wii 

Contact International € 
Babcock & Wilcox Cana 
Coronation Blvd., Camb 
Ontario, Canada, N1R5V 
069-593441, or Babcock € 
International, Inc., 20 S. * 
Buren Ave., Barberton, C 
44203, U.S.A. Telex: 98-6: 


construction and startup of com- 
plete turnkey industrial and utility 
boiler islands. We supply every- 
thing from boiler controls and 
cleaning systems. ..to training 
programs for your operators. 
We have highly skilled field 
and home-office engineering 
specialists ready to work closely 
with you to plan and implement 
efficient, cost-saving plant 
improvement projects—from 
simple upgrades to complete 
boiler rebuilds. Total scope ser- 
vice also includes quality 
Babcock & Wilcox replacement 
parts for your operating 
equipment. 


today. 

When Stephen Wilcox and 
George Babcock introduced 
and perfected their ingenious 
water tube boiler in the U.S.A. 
over a century ago, they laid the 
groundwork for a tradition of in- 
novative leadership in steam 
generation which is today meet- 
ing the needs of utilities and in- 
dustries all over the world. 

The full range of Babcock & 
Wilcox international support 
covers everything from design to 
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Now for Malaysia (Private) Inc. 


The government refines its corporate-state concept 
to harness the energy of the private sector 


By Patrick Smith 

Kuala Lumpur: Malaysia has learned 
some painful lessons in the two years of re- 
cession from which it is apparently now 
emerging. It has learned all over again 
that an economy dependent on commod- 
ity exports — even if these are spread in a 
range as wide as Malaysia now boasts — 
will remain critically vulnerable to exter- 
nal markets. It is also now clear that the 
high rates of international economic 
growth on which domestic economic po- 
licy has been based can no longer be taken 
as a certainty. 

There has been no shortage of 
economic soul-searching here in the two 
years since Prime Minister Datuk Seri 
Mahathir Mohamad came to power. 
Mahathir and the dozen or so economic 
advisers inside and outside government 
whom he regularly consults have an- 
nounced several initiatives intended to 
bring fundamental change to the econ- 
omy. The first of these was Mahathir's 
Look East policy, which stresses emula- 
tion of the Japanese and South Korean in- 
dustrial models. 

Early this year came "Malaysia Inc.," 
an attempt to forge closer links between 
government and private industry. With 
the latter came the privatisation policy, 
under which large sections of the economy 
and infrastructure are to be transferred 
from public to private control. Initial steps 
include a joint venture for a mass rapid 
transit system in Kuala Lumpur, agree- 
ment on a private TV channel and plans to 
allow private investment in telecommuni- 
cations and electric power. But the possi- 
bility of at least partly privatising ports 
and national railways as well as other pub- 
lic enterprises and public services such as 
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welfare, hospitals and schools is also being 
looked at. 
All of these policies indicate the govern- 


ment's desire to harness the energy of the | 


private sector more effectively and to re- 
duce its own role to something closer to 
that of watchdog and regulator. But it is 
privatisation that most explicitly reflects 


Malaysia’s third painful lesson — that the | 


government can no longer afford to main- 
tain its predominant position in the econ- 


omy and that it is no longer capable of | 


meeting rising demand for more and bet- 
ter-quality services. There are many indi- 
cations of this, among them the high level 
of public capital formation, a steep rise in 
the development budget and a cor- 
responding increase in official loans to 
public enterprises. 


Ms plans to go private follow 
several years of sluggish private in- 
vestment and decades of steady growth in 
the public sector. In part they are a logical 
extension of the country's 13-year-old 
New Economic Policy (NEP). which is in- 
tended to transfer a 30% share of cor- 
porate ownership to bumiputras (Malays 
and other indigenous peoples). But it also 
will mark a significant departure from the 


strategy on which the NEP has been | 
able and in line with the NEP,” 


based: to induce and direct economic 
growth through government investment in 
public enterprise. 

The privatisation policy has received in- 
creasing attention since it was first an- 
nounced eight months ago. Sources close 
to the cabinet suggest practical steps to im- 
plement it on a large scale are likely to 
begin emerging within the next six 
months. But so far the policy has rep- 


Kuala Lumpur railway station and old railway HQ: even transport may be privatised. 











little more than a welcome 
shift to Malaysian in- 


resented 
philosophical 
vestors. 
“Mahathir has said the magic word,” 
said one industry executive, “but no one 
knows how to interpret it.” Such confu- 


| sion has extended to cabinet ministers and 


other officials — leading the prime minis- 
ter to issue guidelines to government de- 
partments recently explaining his three 
new economic initiatives. 

Indeed, the government is acknowledg- 
ing only now that the legislative change 
and new regulation required by the 


| privatisation policy will be extensive — 


perhaps several years in the making. 
Policymakers also face political liabilities 


| on several fronts: from unionists, consum- 


ers and those concerned that the NEP not 


| be disrupted. The administration now eme 
| phasises that it intends to proceed “prog 





ressively and seiectively" a point re- 
peatedly stressed by Tan Sri Sallehuddin 
Mohamed, director-general of the prime 
ministers Economic Planning Unit 
(EPU) and the official currently charged 
with policy implementation, 

There have been hints of things to 
come. For one thing, the (administratively 
Stretched) government apparently wants 
privatisation to begin with policy formula- 
tion itself: Mahathir and other officials 
have made clear they are anxious to sup- 
plement their own ideas with proposals 
from the private sector. “It must be 
economically feasible, politically accept- 
one of 
Mahathirs economic advisers said. 
"Otherwise, there are no limits." Apart 
from this, a number of initial steps have 
been taken: 

» In early August the government an- 
nounced it had awarded the country's first 
private TV licence to a joint venture that 
includes the Fleet group, the investment 
company of the politically dominant Unit- 



















a inr venture ctt the 


of private investors to Oper rate an 
tass transit system worth some 
ion (US$54 million). The first 
he system will be a 5-km. route 

tral districts of the capital. The 
oup, » Master CAII (M), will 










i 1 hold H 9 and the mayor 





Cal rriage epa. Mohamed 
Yusof, and Tan Sri [brahim 
;chairman of Promet, will be on 
venture's board. Both are promi- 
bumiputra business figures. The ae- 
stem, originally scheduled to begin 
tions in 1984, was rumoured to have 
neluded in government spending 
instituted last year. 
h the National Electricity Board 
) and Telecom plan to provide for 
private-sector ee In Au- 
he electricity board opened a M$9 

transformer production unit — 
ounced that it would be its last 
turing venture. The board has a 
share in the venture, with the re- 
ler shared between two private con- 
























ecom intends to seek private invest- 
in Bm Tele Ore Nuneaton: 


ones and ‘cue denis 

the financing side, the government 
Ww ghing two steps to increase the pri- 
€ sector's capital resources: it is consid- 
nga second board at the Kuala Lumpur 
k Exchange that would function as a 
: of over-the-counter -market for 
nising companies t ung to meet 
yard” listing requirements; it may 
allow commercial banks to purchase 
in new ventures. The latter move is 
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now under way are said to have been or- 
dered by him. 

In the absence of specific. guidelines, 
however, many sceptics believe much of 
the nation's massive state sector cannot 

| easily be turned to private profit — not if 
assets are to change hands. Many of the 
_ enterprises that may reach the auction 
block have been perennial losers — and 
| they seem to some observers to be the ac- 
| tivities the government is keenest to di- 
| vest. In 1982 the federal government's net 
lending to these enterprises was more than 
10% 
federal investment of M$2.3 billion. their 


total debt to Kuala Lumpur is now some 


| 
privatisation. Many of the other studies 
| 
i 
| 
| 
| 
| 
t 
| 
| 
| 
| 
| 
H 
| 
i 
| 
| 
i 
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MS$15 billion. 7 
But the administration wants to use its 
policy as a catalyst for the formation of 
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of total federal outlays; excluding 


A BIGGER PUBLIC SHARE 


| Total public expenditure** 


is clearly: 
au AE iment be- 
Heves (cie. are iow. v suffi icient bumiputra 


[. companies to assume control of many ac- 


tivities currently operated publicly. -= 
"The only reason it could nothave been 










journalists in July, | 
enough Malaysian compan T 
tainly not enough bum piti participa- 
In this respect the government's in- 
itiative is a logical step: in the. process 
begun with the NEP in 1970, But it will 
also check or reverse a trend that has 


gathered momentum over the past several 


. decades. 


. The NEP tolov deseri years of 


mounting pressure among Malays for a 


more interventionist government role in 
the economy, Under it, government em- 
phasis shifted partly away from rural deve- 


| lopment to commerce and industry and 
the; urban sector. 
: statutory boards and government corpo- 


Public enterprises, 


rätions proliferated — as did government- 
financed private companies and joint ven- 


tures with government participation. Esti- 


mates of their number now run to 700. 


he bureaucracy has also mushroomed 

since 1970 — it is now proportionally 
among the largest (and least efficient, 
economists say) in the region. Public in- 
vestment and development expenditure 
have also swelled rapidly: as a proportion 
of gross national product, federal outlays 
are now roughly 43%. By comparison 
they are 20% in South Korea and 18% in 
Thailand. “We want government to be 
smaller, more mobile and more efficient.” 


| said one economist close to the adminis- 


tration. 3 

The large size and low productivity of 
the public sector here are clearly among 
the government's fundamental concerns 


in seeking to reduce its economic role. In- 


deed, a more prominent private sector is 
an essential element of the current five- 
. year plan (1981-85). . 

But official worries 
have heightened as the 
recession has cut deeply 
into government  re- 
venues and as budgetary 
spending and the current 
account slide further into 
deficit. High external 
borrowings have in- 
creased Malaysia’s debt- 
service ratio from 1.8 in 
1980 to 4.9 in 1982 — fig- 
ures that, whilestill com- 

. paratively low, represent 
^ a disturbing trend. “This 
^ 1s not a crisis," a senior 

- government > economist 

1 insisted, “but wedo want 

o immediate i 
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OVvernment 
ly partici- 


avy Indus- 
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BOverneata resourc es in too many pon 
tions. Now the government wants to con- 
centrate spending.in areas, such as indus- 
try, which it hopes wil have a more direct 
impact on the lingering problems of pov- 
erty and income distribution. These in- 
vestments also can be more easily trans- 
ferred into bumiputra hands in the future. 
» In many other areas, however, the gov- 
ernment wants to shift from equity owner- 
ship to fiscal and monetary policy as the 
. instruments by which it guides the econ- 
omy. The government's regulatory role 
will be relatively more prominent, but 
planners also want to reduce regulation. 
"We want as little government às possi- 
ble," one government adviser asserted, 
"This is the shape of things to come." 


b ll this is good news for private inves- 
tors here, who have suffered a long 
period of adjustment since the govern- 
| ment began moving substantially into the 
economy under the premiership of Tun 
Abdul Razak. But the inter-departmental 
committee chaired by the EPL's. Sal- 
lehuddin will have to answer any number 
of questions before it is clear how the pri- 
vate sector can position itself properly. 
"Many of us are looking for oppor- 
tunities,” said one executive, “but we 
have been left groping.” 

There are indications the government 
recognises this gap. Along with its master 
plans, the government has taken part in a 
series of discussions with industrial repre- 
sentatives this year’s pre-budget 
dialogues, an annual event since the mid- 
1970s, were part of this. So far these dis- 


Athens 


cussions have centred on the privatisation. 


of transport, communications and welfare 
services, including hospitals and schools. 
In nervios. C AM advisers add 
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SS projects that have been delayed. or | 
tponed since last year’s cuts in deve- | 
pment spending (M$3. billion. an- 
ced at mid-year) as.well as develop- - 
nt projects not yet under way. Major 
sing projects will fall into this area. 
other sector singled out is agriculture, 
where government. advisers would like to 
ouragé mechanised farming ventures 
educe annual food and food-product 
ts of some M$2.5 billion. 

tension of the policy to new deve- 
t projects clarifies one major issue 
private sector: the government's - 
ntention to sell off assets and 
1 its own share in privatised en- 
it 10-2095. For one thing, the asset 
in many sectors already under con- 
om are massive — far beyond the 
oméstic investors. For another, 
ns on investment in many public 
i such as the rail system, are 
ng to sa the least. 































































at a kind of two-tier system. The 
f some large services, for instance, 
€ to remain in government hands 
nanaged privately on a contract | 
a partnership of the type en- 
{in the Malaysia Inc. policy. Some 
can be disaggregated. The NEB, 
nce, could be divided into genera- 
ational- -grid and local-distribution 
ith the first and third turned over 
rivate sector. Highways, ports and 
tional railway are all likely to fall 
neofthesecategories. — — 
ve second tier will come any of ine 
reds of government activities now 
ted in more competitive sectors — 
2, manufacturing, agriculture, pro- 
„retailing and the like. Planners 
hese to be operated. almost entirely 
private interests — much as the na- 
new TV [oos d th T ape is 


4 ninistration wilt probably have to 
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routes and services. How, 


many executives agree ‘there is room in 


of these. It carries-out scientific research 


stitutions, itis also in finance and banking. 


| is in charge of 26 of them — those specifi- 


; | bumiputras (Malays and other indigenous 
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REVE WORT by Frank Tan 
objectives before turning over infrastruc- 
ture systems to private control. In many 
instances, such as the rail system, this 
could well involve closure of loss-making 
it, is asked, 
would the government ld to such 
steps? 

Industry also questions how far and fast 
the government plan is to be taken — and 
in some cases how much it will actually re- 
duce expenditure anyway. Although 


* * * 
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Malaysia tor more private health and edu- 


Kuala Lumpur: The government in 
Malaysia has come to do much more than 
just govern since the New Economic Po- 
licy (NEP) was instituted in 1970. It is a 
proprietor of hotels, an owner of office 
blocks and plantations and a manufac- 
turer of cloth, steel, rattan furniture, tin 
cans and industrial explosives. 

cashews, rubber, puncappies, 





ages and iip is oeie and retail) all 


on commodity applications. Its many busi- 
ness interests include container-handling, 
tourism, chemical: products, insurance and 
footwear. With interests in 57 separate in- 


There are 115 statutory boards, re- 
search institutes, public corporations and 
other entities that come directly under the 
authority of federal ministries. The Minis- 
try of Public Enterprises, founded in 1974, 


cally intended to advance the interests of 


peoples). x 
: Under these come more than 5 | 





^ Various manufacturing categ 





| of poverty still hover- 
alaysia is not viewed as 
sale denationalisation 
of basic welfare services. This argumentis ^ 
also advanced by a. number of labour lead- 
ers. 

Executives als want a greater degree of 
policy coordination. In the transport sec- _ 
tor, for instance, the government intends 
to spend massively on two competing sys- 
tems — a new rail network and a M$4 bil- 
lion-plus national highway system. A 
number of economists have already ques- 
tioned whether a new rail svstem is needed 
in Malavsia, where geography limits op- 
portunities for cost-effective freight haul- 
age. And rail carriers will be further disad- 
vantaged unless road haulage i$ somehow 
discouraged. Specialised freight services 
that reduce handling costs — for palm oil, 
latex or heavy-industrial goods, for in- 
stance — will be only a partial antidote. 

Consequently, many potential investors 
are broadly enthusiastic about the initia- 
tive to privatise but remain cautious as to 
its practical success. There is a palpable 
awareness of the private sector's need to 
conserve capital resources, and some exe- 
cutives question whether these are best 
deployed in simply transferring existing 
assets from public. to private hands. 
"There are a lot of alternatives," one exe- | 
cutive concluded, “and the government 
has some deep thinking to do about 
them n 









Jack of all trac des 


Malaysia's government is in just about every 
kind of business — except making big profits 


with only a minority government share. In 
1980, a computer print-out listed 434 com- 
panies on which the government was able 
to provide information. Banks and finan- 
cial institutions were the largest category. 





food and textiles to machinery and trans- 
port equipment — totalled 163. 

There were 35 in service: industries, 33 
in transport, 27 in forestry, 25 in construc- 
tion, 24 in property and so on — down to 
one fishing company and one Warehousing 
unit. The government's share of total 
paid-in capital exceeded MS2 billion 
(US$853 million). | 

All this began in the early 1950s with the 
founding of colonial Malaya's first public 
enterprises — among them the Federal 
Land Development Authority (Felda) 
and the Rural Industrial Development 


. Authority (Rida). Malaysia then main- 


tained laissez-faire industrial policies, but * 
by the mid-1960s these had visibly worse- 
ned income disparities — between urban 
and rural ateas and between bumiputra: aso 
and other ethnic groups. 3 



















p 








ANZ Bank is a leader in South East Asia 
for foreign exchange dealings especially 
Australian and New Zealand dollars. 

As one of the regions largest and most 
experienced banks we are fully qualified to 
advise on all facets of international and 
corporate banking. 

Our aim is to find the right solution to 
your specific trade or financial problem, 
either by conventional or innovative means. 

In Hong Kong, enquire through our 


ANZ, 
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wholly-owned subsidiary, ANZ Finance (Far 
East) Ltd., 9th Floor, Alexandra House, 16-20 
Chater Road, Central Hong Kong, GPO Box 
10124, Hong Kong. Phone 5-215511. 

Telex HX86019. For foreign exchange 

Phone 5-265691/4. Telex HX63546. 

Cables ANZBANK. 

In Singapore, enquire at 8th Floor, 
Ocean Building, Collyer Quay. Phone 91 8355. 
Telex 25336. For foreign exchange Phone 
225 1179. Telex 33930. Cables ANZBANK. 
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P Won crines role in the econ- 
oihy- "In | 1965 Bank Bumiputra was 
- faunched to’ provide credit facilities to 
-"bumiputras; a year later the government 
- started the Majlis Amanah Rakyat (Mara, 

or the Trust Council for Indigenous 
Peoples). The successor to Rida, Mara 
Was to provide training facilities, credit 
"and consultancy services to bumiputras. 

— "Today it operates more than two dozen 
di Subsidiaries in finance, transport, com- 
— merce and industry. 

— But the explosion in public enterprises 

— followed the declaration of the NEP under 
— Razak, who became prime minister in 
— 1970. This marked the point at which the 
— government moved from the provision of 
. basic services and promotional activities 
p 1o direct participation in the economy. 

fe Many new enterprises were still instituted 
EL boards or public corporations 
E the National Padi and Rice Meat ni 





oda 


velopment (Mardec). both 
Eo in 1971. 
E ‘Many more were intended to compete 


with private concerns and operate on a 


an 














i ala Lumpur: The question of how it 
Will be achieved is not limited to the reg- 
- ulatory aspects of Malaysia's privatisation 
xd | policy. It also applies to the financial re- 
_ sources potential investors will have to 
muster Capital is not as easily formed as it 
E in other nations going through privatisa- 
tion processes, such as Britain or the 
Me States. 
-—— The government is aiming its policy 
X primarily at domestic companies large 
enough to make significant investments in 
currently public assets — Sime Darby, 
= Guthrie and the like. Wealthy individual 
— investors could also help, as could public 
— share issues and foreign participation to 
— thë extent permissible under the New 
Economic Policy (NEP), which decrees 
that foreigners must eventually own no 
— more than 30% of the corporate sector. 
-T Now the government is considering al- 
lowing commercial banks to take equity 
br. sitions in new (or newly private) pro- 
— Jects or making public share listings easier 
by opening a second board on the Kuala 
Lumpur Stock Exchange (KLSE). Both 
measures are intended to increase the in- 
dustrial sector's capital base at a time 
when gieater investments are considered 
crucial to the success of several govern- 
ment initiatives. 
" The banking proposal has other advan- 
tages. Given that this sector is roughly 
70% restructured as required under the 
NEP, allowing banks to buy equity would 
hasten the restructuring process in other 
areas. There is increasing concern here 
that the NEP's goals will not be met by 








those demanding a more | - 





nership at one remove 


l Banks may be used as a proxy to bring 
_ industrial equity into bumiputra hands 


Á H > d ` 
naira E basi s ^ E These i wer a + acti. 
tied as private companies. under Malay- 
sian company law to encourage greater 
bumiputra participation in the business 
sector. In repeated references it is clear 
government officials view these com- 
panies as “private.” But it is equally clear 
they will not necessarily remain immune 
to the privatisation process. 

Although not large in terms of total as- 
sets, companies formed by Malaysia's 
State Economic Development Corpora- 
tions (SEDCs) are viewed as an impor- 
tant training ground. for bumiputra en- 
trepreneurs. The firs' SEDC was formed 
in 1965. There are now 13, one in each 
state, which have owned or participated in 
some 320 companies. The best of these 
have been transferred to Permodalan Na- 
sional, the government equity corporation 
formed in 1978 to aid in the transfer of cor- 
porate wealth to bumiputras. At end-1982 
Permodalan’s investments totalled 
M$3.15 billion. The government consid- 
ers Permodalan companies as already pri- 
vate since shareholdings held by the offi- 
cial body are being unitised and sold to 
bumiputra individuals. 


"n 


1990, when the policy's work is supposed 
to be finished. At the last official count 
several years. ago, indigenous peoples 
owned roughly half the 30% A vate «io 
wealth to which the NEP entitles them 
The banks are far ahead of that. 

More pragmatically, both proposals 
could reduce the financing charges large 
new projects or highly leveraged take- 
overs of public enterprises would other- 
wise have to carry. Further, equity owner- 
ship would accelerate the development of 
expertise within the domestic banking sec- 
tor — expertise which Bank Negara, the 
central bank, complains has been slow in 
coming to Malaysia. 

With an eye to all the advantages, Prime 
Minister Datuk Seri Mahathir Mohamad 
has been a supporter of these changes for 
some time — he raised the issue most re- 
cently in a speech to bankers in late Au- 
gust, to a generally enthusiastic reception. 
But Mahathir will face formidable opposi- 
ton from the central bank. Tun Ismail 
Mohamed Ali, former governor of Bank 
Negara and now chairman of Permodalan, 
was long known to have been firmly 
against the idea; in recent conversations 
with economists here, the current gover- 
nor, Abdul Aziz Taha, has indicated 
things have-not changed much. 

Some commercial bankers view the cen- 
tral bank simply as a  hidebound 
traditionalist unwilling to budge from 
British-style banking practices, which 
separate commercial and investment 
banking (the Glass-Steagal Act does the 
same in the US). But central bank offi- 










rg i pes Aroer as] Malaysia's 
much attention has focused thus far on the 
privatising potential of basic services and 
infrastructure. So far this has. included 
port facilities, railways, the National Elec- 
tricity Board (NEB) and the telecom- 
munications department (Telecom). Ear- 
lier proposals to contract out the planned 
national highway system and allow con- 
tractors to collect tolls have recently been 
downplayed. 

In all these institutions, any attempt to 
transfer assets would almost certainly re- 
quire either a public share issue or their 
disaggregation into component parts — 
they are simply too large for any one buyer 
or even group of buyers to swallow. The 
NEB’s fixed assets in 1980, for instance, 
were M$2.6 billion and at Telecom (end- 
1981) M$2.5 billion. Private-sector own- 



























Aziz: opposition lingers. TE 






cials say privately that whether it follows 
the British, Japanese or West German 
model is beside the point; their concern is 
whether Malaysia’s banking sector is ma- 
ture enough to assume the responsibilities 
that come with the dual roles of lender and 
participant. 


gps: has not always been a strong 
point among the commercial banks. In- 
sider trading and imprudent lending prac- 
tices have periodically plagued the indus- 
try. Last vear the central bank amended 
regulations to prohibit banks from extend- 
ing loans to directors or to companies on 
which a bank director is also a board 
member and to strengthen financial dis- 
closure requirements among senior bank 
officials. The central bank also gave itself 
the authority to limit credit to a single cus- 
tomer. All of these changes are indicative 
of Malaysia's banking problems. 
Mahathir himself allowed in his speech 
to the local banking association that *we 
need to examine this proposal carefully 
before taking a decision on it." Even then, 
he added, the policy would be applied 
within strict limits. "The banks are not 


even that good at what they do now," one 
government source said rather bluntly. 
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ership would also raise questions of pric- 
ing and the need to introduce a degree ol 
competition. Without the latter, there 
might be very little point in turning over 
control to private hands 


here are two more likely ways to apply 
the privatisation policy to the natural 
monopolies, such as public utilities. One is 
to direct private investment into new 
development projects. This has already 
been announced as the strategy for the 
railways: private participation is to be con 
centrated in a proposed new M$14 billion 
network, including shares in hotels, retail 
complexes and other commercial enter 
prises to be constructed along the route 
Malayan Railways as currently consti 
tuted has been a losing proposition at least 
since 1960. It lost M$5.6 million in 1979, 
raising accumulated losses to M$147.8 
million. This is not the private sector's 
concern. But economists are doubtful 
whether the new routes which are to 
feature wide-gauge track and high-speed 
trains — will be any more attractive. The 
network has been laid out with rural deve- 
lopment requirements in mind, and there 


"What is to prevent more imprudence 
once we open the door? 

In any case, it is not clear how swiftly 
commercial banks will respond if the door 
is eventually opened. Merchant banks 
have been allowed to invest up to 10% of 
their capital and reserves (or 10% of the 
share capital of the venture concerned) in 
equity since early last year. So far there 
have been no takers, though this may indi- 
cate only that merchant banks have more 
profitable ways to deploy resources. 

But there is concern that commercial 
banks, many of which list government in- 
stitutions prominently among their 
shareholders, may be too bureaucratic to 
respond. "We do not have sufficient en- 
trepreneurial talent to make quick deci 
sions," one banker said. "This talent must 
first be encouraged." More than this, the 
caution with which the prime minister's 
proposal has been greeted may indicate 
that he is trying to move the banking sec- 
tor forward too quickly — an observation 
many Malaysians apply to Mahathir's 
economic policies as a whole 

Ihe Finance Ministry’s proposal for a 
second stock-exchange board has met 
with similar caution. There is general 
agreement that abuse and manipulation 
will have to be prevented with stiffer regu 
lation and enforcement. “Certainly | 
would not like to see the second board 
becoming something of a casino,” said 
Nawawi Mat Awin, chairman of Bank 
Bumiputra and the National Chamber of 
Commerce and Industry. 

Despite these reservations, the KLSE, 
which currently lists 266 issues. supports 
the plan. But when it will be implemented 
remains unknown. At the moment the 
government's Capital Issues Committee, 
which vets all applications for public share 
listings, is preparing a study of the pro- 
posal. PATRICK SMITH 
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is more than a little scepticism it could | 


ever prove profitable 

lelecom and the NEB are also midway 
through major development plans. The 
electricity board will spend M$470 million 
on rural electrification by 1985, including 
the addition of 40 new rural power stations 
to the 190 it already operates. Telecom ts 
adding a number of advanced services as 
well as some 1.6 million new telephone ex 
changes by 1985. In Kuala Lumpur, i 
wants to raise the number of lines per 100 
people from 18 to 42 — nearly double th 
density in Singapore and equal to the cur 
rent United States igure [elecom's deve 
lopment expenditure in 1981 was M$630 
million 

Based on thes 
have made so far, much of their new work 


moses [WO agencies 


especially that involving high techno- 
logy — could go private, with foreign par- 
ticipation up the 30% allowed under the 
NEP. Both agencies are under some pres 
sure to speed up the provision of services 
to customers not now being served 

[he country’s three main port au- 
thorities Klang. Johor and Penang — 
appear to be taking a different route 
While there has been no discussion of 
asset transfers, the authorities are well 
along with plans to contract out a variety 
of services. Johor and Penang have ak 
ready submitted proposals to the federal 
government. They include private equip- 
ment maintenance, cargo handling, water 
supply, small-craft and tug services, 
stevedoring, mooring and wharf and 
godown maintenance. In Johor some of 
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these have already been contracted on a 
selective basis. 

In most other areas, privatisation will 
be a more straightforward matter, involv- 
ing simply the sale of assets to groups of in- 
vestors or the public. As with utilities and 
infrastructure. enterprises, taking apart 
statutory boards and authorities will re- 
quire legislation; for the government's 
"private" concerns, it is a deal between 
two businessmen. 

From the government's point of view, 
many of its agencies are ripe for the auc- 
tion block. Mardec. for instance, is a pro- 
cessor and marketer of rubber intended to 
support smallholders by upgrading their 
output and selling it directly into external 
markets. It currently participates in seven 
manufacturing joint ventures, operates 15 
processing stations and markets in 60 
countries. In 1978 it sold M$191 million 
worth of rubber. 

Mardec’s financial record is not as im- 
pressive. Accumulated losses up to 1979 
were M$67.6 million. Mardec's average 
return on capital for the six years ended in 
1981 was — 22.8%. 

Felda, now 27 years old, has been more 
successful. Apart from its vast estates 
development schemes, it participates in 
three joint ventures and operates eight 
corporations of its own — covering trad- 
ing, marketing, latex handling, transport, 
mills, security services, agricultural ser- 
vices and construction. Net profit from 
these in 1981 ranged from M$1.1 million 
(construction) to M$10.2 million (mills). 
Aggregate turnover for the eight was 
M$943 million. 

In the urban sector, Mara has already 
emerged as a privatisation candidate — it 
only remains to be decided how much of it 
is to be sold. Mara has long suffered the 
maladies that keep many public enter- 
prises unprofitable: poor management, 
corruption, inefficiency, overlapping 
functions and confused objectives due to 
overly general government guidelines. 
Mara’s allocation under the current five- 
year plan is M$1.15 billion; its lending al- 
location last year was M$77 million. 

Mara's financial division has been 
plagued with unpaid loans, its building di- 
vision with unpaid rents. In the mid-1970s 
several former officials were accused of 
selling Mara-produced goods to non-exis- 
tent companies. Mara-trained personnel 
have had difficulty finding jobs. Its trans- 
port division has been unable to decide if it 
provides a social service or should make 
money. Bv the mid-1970s six of its 12 
transport companies were making losses. 

Some bumiputra businessmen have 
pressured the government to wield the 
surgical knife — discussions on this began 
even before the administration an- 
nounced its privatisation initiative. Mara 
officials are now only awaiting a govern- 
ment directive and want time, they say. 
"to tidy up the companies to be transfer- 
red." So far mentioned: a small shipyard 
that lost M$1 million last year and has re- 
sorted to repairing Mara buses; a textile 
manufacturer that lost M$2.7 million; a 
Citróen car distributorship, and two trans- 
port subsidiaries. The first to go, officials 
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suggest, will be several Mara building 
complexes. 

There are numerous other government 
agencies whose operation by the private 
sector is feasible — if as yet undiscussed. 
But the government will first have to de- 
cide which of them can be made private 
without disrupting their social and 
economic functions under the NEP. 
Some, such às the National Padi and Rice 
Authority, are viewed by economists here 
as "too sensitive" in this respect. 

The rice authority, for instance, buvs 
and sells rice at prices set by the govern- 
ment to encourage production and ensure 
stable consumer prices. Land develop- 
ment and rehabilitation schemes are also 
unlikely to see a change in status, though it 
may be possible to farm out schemes on a 
contract basis. Many of Malaysia's gov- 
ernment-run banks and lending institu- 
tions will probably remain untouched. 


mong the most visible privatisation 
candidates in the government's portfo- 
lio of unlisted public companies are the 
Malaysian Airline System (MAS) and the 
Malaysian International Shipping Corp. 
(MISC). Given that both are highly ex- 
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posed to international competition, they 
are already required to maintain strict 
standards of efficiency and productivity. 
Nonetheless, privatisation of the shipping 
line has already been raised by its execu- 
tive chairman, Tunku Tan Sri Ngah 
Mohamed. 

Given their size, both companies might 
require public share issues as part of 
their restructuring. MISC's total assets are 
worth. some M$3.6 billion, including a 
fleet of 44 ships. But borrowings total 
M$2.7 billion. In the case of MAS, net 
worth was a relatively tiny M$129 million 
last year in a balance-sheet total of M$1.45 
billion made up mainly of loans approach- 
ing M$1 billion. With 37 aircraft, MAS 
operates on 22 international. and 37 
domestic routes. 

MISC's privatisation, whatever form it 
takes, has been delayed by declining re- 
sults since 1980, when net profits reached 
M$55 million. These fell to M$15 million 
in 1981; a month ago the company re- 


ported a loss of M$75 million for 1982, 
MS60 million of which was on operations. 

Much of this was due to recession, in- 
creased operating costs and mounting 
debt caused by MISC's rapid expansion. 
Loan payments in 1982 were M$50 mil- 
lion, a one-third increase over 1981. *Our 
present financial circumstances do not 
allow the privatisation of the corpora- 
tion," Ngah said when announcing the re- 
sults recently. He warned that improve- 
ment should not be expected until mid- 
decade. 

MAS too has suffered from its large 
debt burden — long-term liabilities, in- 
cluding lease payments, were M$794 mil- 
lion in 1982. But the company recently an- 
nounced preliminary net profit of M$7 
million for the year ended on March 31; 
this follows losses of M$40 million the pre- 
vious year. There has not yet been any dis- 
cussion of plans to privatise the airline. 

A number of economists, some of 
whom advise the government, have noted 
various other privatisation possibilities. 
One is Food Industries of Malaysia 
(Fima), a producer, processor and marke- 
ter with 17 subsidiaries and three as- 
sociated companies. At end-1980, net as- 
sets were worth M$40 
million. 

Fima traditionally has 
relied heavily on gov- 
ernment credit. Total 
liabilities at end-1980 
were | M$46 million, 
including . government 
loans of M$31 million. 
On overall revenues of 
M$56.6 million, the 
group reported a loss of 
M$6.1. million; interest 
payments were M$2.5 
million. 

Highly leveraged and 
beset with what obser- 
vers view as sluggish, 
bureaucratic manage- 
ment, Fima is typical of 
many of the govern- 
ment's loss-makers. Just 
how many of these there 
are is unclear, but there are clues: of the 
320 companies in which the SEDCs have 
invested, for instance, only 145 are mak- 
ing money; 25 have alreadv closed. 

One exception to this is Pernas, the gov- 
ernment-owned conglomerate formed in 
1969 to bring bumiputras into profit-mak- 
ing corporations. As of mid-1982, Pernas 
had transferred more than M$1 billion in 
assets to Permodalan, all of them in profit- 
making ventures. These moves (and the 
recession) brought pre-tax profits in 1981 
down to M$52 million from M$178 million 
the previous year. Net asset value after the 
surgery was M$255 million. 

Pernas is still invested in 60 subsidiaries 
(nine wholly owned) and associated com- 
panics, giving it a position in activities 
ranging from hotels and property to ship- 
ping, trading and manufacturing. It is un- 
known whether any of these will go pri- 
vate, but as one economist close to the 
government said: "Make us an offer." 

— PATRICK SMITH 
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How The Morgan Banks 
office in Singapore 
can help vou 


Some of the officers in Morgan's Singapore office are, from left, Sum Soon Lim, financial analysis and project finance; 
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general manager Fock Siew Wah: Ho Chee Nen, foreign exchange and treasury; and Blythe Reynolds, general banking 


Morgan Guaranty is a worldwide 
wholesale banking organization, serv- 
ing corporations, banks, and govern- 
ment agencies. Our extensive financial 
resources, multinational business con- 
nections, and short lines of communi- 
cation add special value to a banking 
relationship. Here are some of the wavs 
our office in Singapore can help vou 
Corporate banking services 
We lend in local and Eurocurrencies, 
and structure and manage financings 
for major projects. Morgan specialists 
experienced in working with export- 
credit programs can help vou in negoti- 
ating terms and conditions to minimize 
vour financing costs where subsidized 
export credit is used. As for traditional 
banking services—letters of credit, over- 


seas remittances and collec uon, inter- 


national cash management—you'll find 
we deliver them in a first-class way. 
Treasury services 

here are other benefits to working 
with The Morgan Bank. We put our 
worldwide foreign exchange capability 
to work for you managing exposure, 
reducing currency exchange risks, and 
executing foreign exchange transac- 


tions. Your Morgan banker also helps you 


with short- and long-term investment 
opportunities in various currencies 
Merchant banking services 
Other Morgan Bank specialists can 
advise your Company on growth strate- 
gies, mergers and acquisitions, dives- 
titures, optimal debt capacity, and 
capitalization alternatives. We can also 
help vou find novel financing solutions 
through the use of alternatives like 


The Morgan Bank 


interest-rate and currency swaps. 
Morgan Guarantv Pacific Limited, our 
wholly owned merchant banking sub- 
sidiarv based in Singapore, manages 
public and private offerings of securi- 
ties for distribution in this region. 
Investment services 
Finallv, Morgan also offers to institu- 
tions discretionary fund management 
services, solving problems ranging 
from investments in the regional equity 
markets to the management of a bal 
anced worldwide portfolio. 

For more information about how 
Morgan can help vou, write or call 
Fock Siew Wah, Vice President and 
General Manager, Morgan Guaranty 
Trust Company, 6 Shenton Way, #30- 
01, DBS Building, Singapore 0106. 
Telephone 2208144 
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OFA GREAT HOTEL. 


Elegant and stately, the Goodwood Park stands in a 
class of its own. 

The guest list has included royalty and heads of state. 

Little wonder when you consider few hotels in 
Singapore today have old world charm and splendour. 

Whether it's the Brunei Suite in the tower with its 
private lift, or the deluxe suites, luxury predominates. 
All the other rooms in the Goodwood are just as 
tastefully decorated and spacious. 

The Goodwood has ten restaurants (offering 
Continental to Japanese cuisine) and cocktail lounges, 
two pools to splash in and six hectares of gardens to 
wander through. All this in the heart of the city. 
Sounds exactly right for you. 
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TIMELESS ELEGANCE 
22 Scotts Road, Singapore 0922. Telex: RS 24377 GOODTEL. 

Cable: GOOD WOOD. 

GOODWOOD PARK * YORK HOTEL * MING COURT® 
=e LADYHILL * HOTEL MALAYSIA. 

Reservations Worldwide: Kim Ka) Golden Tulip Hotels. Sirigenberger Reservation Service. 

Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel Booking Service. 

Jakarta: Sahid Jaya Sales Office. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 
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T'he 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 
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This is the case with the Minolta EP450Z Automatic Zoom PPC. 


The “Z” in the product name stands for 
“zoom”. With the EP450Z you have the option of 
selecting any variable magnification ratio 
between 0.640X and 1.420X. 

Think of it! Now you can scale your original's 
image area up or down to the size you want, 
irrespective of paper size! 

But this isn't all! The EPA50Z also gives you 
two automatic selection modes: 

Automatic Magnification Selection (you select 
the paper size; the copier calculates the most 
appropriate magnification ratio according to 
the size of the original in use) 





and Automatic Paper Size Selection (you 
select the required magnification ratio; the 
copier selects the most appropriate loaded 
paper size). 

One other thing about the EPA50Z: it’s a 
Minolta. And this name is your assurance of the 
highest quality copy reproduction obtainable. 
Plus ease-of-operation, reliability and expanded 
copy processing system capability with new 
document feeder and sorter options. 

The Minolta EP450Z. 

The world's first Automatic Zoom PPC that's 
setting the new path for all copiers to come. 
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The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 

Discussed and analysed with intense 
interest all over the world, it is still only barely. 
-understood in the West. 

Those who comprehend it best are those 
in leadership positions throughout the Asian 
region itself. 

But even these powerful individuals 


d to be fully informed 
| dur ds Pannen in Talk to them through 


. developments taking place 
.— all around them. 
.—.. How does a Chinese banker in Hong 
_ Kong get the measure of finance in South 
«Korea? 
^^. How does a Malaysian politician assess 
the activities of his counterpart in Thailand? 
.. Like thousands of others, they depend on 
-the Review. | 
| The Far Eastern Economic Review is the 

most important channel of information for 
_ Asia, about Asia. It is required reading for the 
-elite in every nation of the Far East, because it 
is literally the only source of information they 
can rely on week after week. 

As a result, the Review reaches the 

highest levels of business, financial and 
government life. And it hardly touches anyone 


below this exalted level. We believe you can't 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
A So naturally, it is 

indispensable for anyone 
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the Review. needing a consistent, reliable 


source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

Ihe people who control Asia's growth. 
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96% of Review subscribers are in business, the professions or government. 
61% of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 

68% of Review subscribers have household incomes over US$30,000 
(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles HI available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301 s Telex: 62497. -— 





Product support is critical when determining 
lifetime capital equipment cost. 

That's why Caterpillar and your Cat Dealer 
invest heavily in product support. You benefit by 
getting long life and low operating cost from Cat 
products. That's value you can measure. 

No manufacturer in the industry equals the 
parts and service support you get from Caterpillar 
and its Dealers. Throughout Asia, Caterpillar 
Dealer product support is the standard for 
comparison. Factory qualified specialists offer 
a wide range of service and maintenance options 
suiting your individual needs ... ranging from 
training your staff to maintain Cat products at 
peak efficiency to lowering your machine overhaul 
costs by maximum reuse of parts meeting stringent 
Cat quality standards. And, solid Cat product 
design allows your Cat Dealer to rebuild many 
parts at a fraction of new, replacement part 
costs ... again saving you unnecessary expense. 
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Electronic diagnostic testing of machine functions 


All Cat Dealers maintain their own large parts 
inventory. They're also directly linked to the 
region's largest heavy equipment and engine parts 
warehouse . .. the Caterpillar Singapore Parts 
Distribution Department ... as added assurance 
that the part you need is available when and 
where you need it. 

When you evaluate machine and engine 
purchases, remember, Caterpillar and your 
Caterpillar Dealer hold the key to lower costs 
through a product | [ 
support program 
which sets the 
industry standard ... 
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of Value 
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At first glance, it may seem strange that an finance. Nothing less than you would expect from 
international bank should compare itself toatennis — one of the largest. banking groups in Scandinavia 


player-even one as good as Bjorn Borg. with assets of more than US$11.5 billion. 

The more you think about it, however, the more ifyou have customers who are intending to 
sense the comparison begins to make. By equating setup operations within Swedish markets, SwedBank 
the efficiency of our operations with Bjorn Borgs has the experience and the financial resources to 
performance we are saying a great deal about the —— offer them the advice and assistance they need. 


way in which we do business. Take our foreign | 
exchange service - fast, versatile, competi- 
live and resourceful-especially where 
Scandinavian currencies are concerned. | 
Our forex capability i is matched by a. 
full range of services—including loan us at the address below for full details and 
syndication, corporate | finance and trade a copy of our corporate brochure. 
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s It's hardly surprising that we choose to 
M make unusual comparisons~because as 
BE you may have gathered, we are nothing if 
E not out-of-the-ordinary ourselves. 
ij Find out just how and why. Contact 
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Head Office: S405 34 Stockholm, Sweden, Telephone: 08-22 23 20 Telex: 22826 SWEDBNK: & 
Representative Office: The Old Deanery. Dean's Court, London EC4Y 5AA Telephone: 01-236 4060 





| L suing media fanfar 


|. sophisticated among local investors. 
















e CONSERVING cash to go for any 
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Kong, Li's main quot 
subsequently farm out sta 
lopment, reducing Hits nd his) expo- 
sure. (At last recko Li was thought 
to hold 59% of Ch .ong's equity.) 

Despite this licy, Cheung 
Kong still made 
million. (US$60 
„year-end, whic! vered 
- inthe value of properties held. A conser- 
-vative posture has been maintained with 
a 70% cut in.the interim dividend this 
year while reported earnings have, if 
anything, been understated. At least, 
that appears to be the case, unless Li has 
been reducing Cheung Kong's 38.796 
stake in associate Hutchison Whampoa. 
This investment remains Cheung Kong's 
prime asset in terms of earnings. 

Last vear Hutchison contributed 
HK$461.8 million to Cheung Kong's net 
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earnings of HK$525.6 million. At the in- | 


terim stage this year Hutchison's earn- 


ings of HK$434 million (equity ac- | 


counted) ought to have provided 
HK$168 million — more than Cheung 


: Kong's own reported consolidated net | 


profit of HK$151.1 million. Cheung 
Kong’s earnings also included some 
:-HK$27 million from another associate, 
International City Holdings, plus 
perhaps. HK$30 million from the wholly 
owned Hongkong Hilton hotel and re- 
lated investment income. Against this, 
there was a loss of some HK$8 million 
through Cheung Kong's 28.7% stake in 


troubled Green Island Cement. This is | 


ignoring development profits which will 
not be booked until the end of the year. 
Li is forecasting 1983 net earnings of 
"not less than HK$400 million." 

The apparent discrepancy in the fig- 
ures points to contrasting conclusions. 


Either Li is diluting his Hutchison hold- | 


ing more aggressively than before 
(though the share price has.not been so 
weak as to suggest heavy selling) or he 
has made -more provisions, 
perhap: 





al Boer | 


f hist fellow de- | 


vision of HK$458 | 


against RD 
.the Silvercord devetopmen e in | Wi he 





KoWloon and/or against advances to 


China Cement, in both of which C neung 
Kong has an interest. 


Whatever the explanation, the net ef- 


fect is a drop in Cheung Kong's interim 
dividend payout to HK$59.2 million - 
compared with HK$81.4 million last 


year — no reason was spelled out for the 


cut — while by contrast, Hutchison has - 


elected to iticrease its interim dividend 


| by 40% despite an 11% fall in net earn- 


ings. Hutchison's management asserts 
there was no pressure from chairman Li 
to raise the dividend. Certainly, the in- 
crease can be rationalised in terms of the 
company's cash mountain, a dividend 


cover of 4.9 times and a reported un- - 
realised exchange gain from hedging the : 


Hongkong dollar since early 1982. - 


But despite his relative freedom to - 


manoeuvre, Li has not yet begun acquir- 
ing a new land bank for the next cycle. 


This has led some to argue that he has - 
turned completely bearish on Hongkong | 
and 1997. Li could be said to have an in- 
side track with Peking, which’ he has | 1 
been assiduously cultivating. though in 


Li’ s two main business ventures. with 
China-based business interests, China 
Resources venture at  Tinshuiwal 
(REVIEW, July 2, '82) and China Ce- 
ment, the results so far have been hardly 
satisfactory. 

The other explanation for Li's stance, 
and in Shroff's view the more likely, is 


tunities mere he will not be prepared 


e WHAT must be attracting Li's atten- 


tion now is the grievous state of the | y 


Hongkong Land Co. A coup on that 


front must surely appeal to a natural de- - 


sire to be king of the castle, and in Land's 





| simply that he remains an agnostic on the | 
Hongkong issue. This may not mean, 


however, that when the right oppor- | competition from imported cement 


sister company Jardine Matheson — It | 


holds 35% of the equity — Li probably 


has a willing seller. But there is no hurry. 


With Land's debt set to reach some 
HK$20 billion by mid-1984 with the final 


instalment of HK$1.9 billion on the Ex- 


change Square site due in August of that 
year it makes sense to let the hong bleed 


a little longer. However, assuming Lihas - 


not lost all his belief in Hongkong. Land 


must remain his No. 1 target. In the- 


meantime, he can keep his powder ay 
and continue to de-gear. 

Of course, any such deal would mean 
Jardine taking a whopping extraordinary 
loss. But even that may well seem prefer- 
able to recently reinstated Keswick man- 


agement than continued suffering. At 

present prices, Land’s market capitalisa- 

3 tion is down to slightly more than HK$7 
! di 





now faces the dilemma of 


P 


o Pay an interim dividend. To 









Jardine his stake in Hutchis 
deal would leave Jardine ungeai 
with cash in hand. For his part, L 


dation at US$25 per share. This amount 


purchase seems strange unless Ka. 
























































do so would be to expe! 
resources. Not to do so: 
wipe out any immedi 
much-needed rights isst 

As a carrot, Li could 


be able to take over Land' 
down property assets and sell: 
property ones, such as the Hongko 
Electric Stake. PARE Farm and. 1 





latest i interim stati 
dx been Pin Un. 


Co., which has 60% d re hina Cem 
the other 33.3% stake in Forward i i in 
by Kiu Yip Investment Corp.. represe 
ing Peking interests. ' | 

Launched in 1980 with optimistic p 
jections, C hina ement nas beco Ti 


kong construction activity amid fiet 


to mention Green Island’s own 
mated 40% share of ie Rot [ 


plani mE Spinal E 
ply and is still only Cane at 
pacity. 
Some idea of the damage is gle 
from the latest figures reported 
Kaiser Cement Corp. of the Unite 
States, the other 40% partner in C 
Cement. Kaiser lost US$2 million in th 
first half compared with a US$18 millio 
net profit for 1982 and principal 
blamed China Cement for the downtu 
The company added that China Cement 
could make a loss for the full year wh 
"could be substantial." 
Interestingly, Li is also the ma 
shareholder in Kaiser, through 
US$17.2 million stake he acquired 
April 1982 from the Kaiser family four 





to. 9.5% of the company's equity. ' 





sitting on some undervalued 
which could have attracted. li as 
his diversification drive: out of 
kong — gravel pits, for exampl 





























































» supposed threat of wor 


Anthony Rowley 
gkong: The giant multinational cor- 

ations, especially those of the United 
tes, were set to conquer the world, ac- 
ding to the thinking of many influential 

commentators in the early 1970s. With- 
porate revenues bigger than those of 

smaller nation-states, these leviathans 

uld in time come to dominate world 

duction, trade and financing. The real- 

mewhat different. 

theory of US-led economic domi- 

via the multinationals, or transna- . 
pas the United Nations prefers to | 
em, has proved to be too simplistic 
exaggerated — according to a re- 
y the UN itself. Transnational cor- 
ms (TNCs) as a whole have indeed 
ued to flourish, though with those 
the US giving ground to relatively | 
itrants from Japan and elsewhere, 
nthe developing countries domestic. 
cially state) investment has been at. 
van equal shoe bona force with 
tivity in recent years. 

far from conquering the wad. 


















































k on a very limited . geographical 
. Outside the industrialised. coun- 
half a dozen account for 50-75% of 
investment inflows from TNCs. 
d of any of the others — to a quite 
ggering extent — is Brazil, though In- 
sia has now overtaken Mexico z as the : 
ond biggest recipient. 

Aore than 95% of foreign direct invest- 
nt as a whole originates in the Organi- 
n for Economic Cooperation and | 
opment area and some 75% of the | 
(averaging around US$42 billion in 
0) is invested in the OECD coun- 
themselves, according to the UN. If. 
is hardly surprising, what is more 
eworthy is that the US share of total 
eign investment within OECD has 
pped to less than a half, compensated 


rmany and Japan. Likewise, of the 
rage US$11.7 billion of foreign invest- | 
nt. going to developing countries in 
79-81 the US share was only around halt 
with Britain a distant second) and ee 
est Germany and Japan becoming “i 
reasingly important sources.” = 
apan, unlike other leading indus- 
sed countries, has in fact concen- 
d its foreign direct investment in de- 
ping countries, to the extent where it 
represents around a tenth of total de= | 
ng-country investment" by leading. 
'D countries. From an annual aver- 



















n's investment in developing coun- 
reached US$2.4 billion a year: in. 








nt in the developing world is. n 


iardly borne out in a Unifed Nations repor 


. and domestic consumption, the UN report 


from the US — and having far and away | 


| developing countries, exported goods to 


Cs have in fact concentrated their | 





;by bigger flows from Canada, West.| 


Exxon Corp., Royal Dutch/Shell group, 
“Mobil Oil, General Motors, ‘Texaco and 


from 30% to 40% between 1971 and 1980. 
The conclusion from this is that TNCs have 
become “more transnational.” Ho 
thisisseen as a good thing in the sense that — 
ge of only US$49.2 million in 1951-66, | 


ud “transnationalisation € of Mir ti n". 
978-80. Japan's cumulative total invest- |. hin 


tion by g 


US$19.8 billion of which US$9.8 billion is | 
in Asia, US$6.3 billion in Latin America, 
US$2.26 billionin the Middle East and the 


ment in the Reve pen countries as ; 
whole. g 
The degree of foreign investment in a 


country does not in itself dictate the orien- | 


tation of that economy as between exports - 


shows. Thus Brazil, though far and away 
thé biggest single (developing country) re- 
cipient of foreign investment — largely 


the biggest manufacturing gross domestic 
product (at US$51 billion in 1980) among 


the total value of only US$9.2 billion in 
that year. South Korea — the biggest of 
the arbos ie countries’ cde -— y 


FOREIGN DIRECT INVESTMENT 


IN MANUFACTURING 
(US$ million) 
^ Brazil 13.005 
indonesia 4 202 
Mexico : pes: 
Singapore X 273 
India : I 228 
737 
716 
434 
433 
198 


South Korea 
Philippines 
Hongkong 
Malaysia 
Thailand 


comparison shipped US$19.2 billion 
worth of exports in that year, Hongkong 
US$13.8 billion and Singapore US$10.4 
billion. The size of domestic markets 
partly dictates this trend. 

While South and Southeast Asia now 
account for around a quarter-of the total 
stock of foreign direct investment (com- | 
pared to something above half for Latin 
America) the share of the African coun- 
tries in total direct investment fell from 
around a fifth to around an eighth in 1970- 
80 and the share of Middle East.countries | 
declined from 6% to 3%. 


he largest TNCs — the UN report lists 
.382 of them headed in sales terms by 


British Petroleum — increased their ratio 
of sales by foreign affiliates‘in total sales 


However, 
it is viewed as a means of maintaining sales. 


(and . thus economic. activity) via- the 
: be- | 





| | and which is effect." 
remainder in Africa. By comparison, | 
. Japan has US$16.6 billion of direct inve 


-world economy. 


|| suppliers, 
 transnational corporations in the local. 
economy; some of.them have expanded 





a. Ries to that of fanana donare corpo- 


| rations. In many of the developing coun- 
| tries which have achieved impressive in- 


dustrial growth there [is] a significant pre- 
sence of transnational corporations, 
though it is often not clear which is cause 
One measure of the 


|. relatively small impact still of& TNCs in de- 
| veloping countries isthe ratio of foreign. 
-investment, to gross national product — 
highest in Singapore at. 4%, 
‘Hongkong and 1% in Argentina. For de- 


1.896 in 


veloping countries as a whole it is about 
0.4%. Similarly, foreign direct investment 


.as a proportion of domestic investment 
runs, even in Brazil, at around 2% — a 


similar ratio to that in Malaysia and the’ 
Philippines. - Hough. for SIBBApore. the 
level is around 10%. © ~ | 
Another factor limiting: the growth: of 
TNCs has been the presence: of state- 


owned corporations. “State-owned enter- 


prises have become powerfulfactors in the 
In recent years, the 
fastest. growing state-owned: enterprises 
have been those in certain developing 
countries where they act as competitors, - 
customers and partners to 


their operations to other countries.” 

Despite such limitations on TNC activi- 
ty, there are reasons to be. .£oncerned T 
about some aspects of their growth, the re- 
port suggests. "Current modes of thinking: 
and analysis have not yet absorbed the full 
implications of the fact thata large. prop- 
ortion of various international economic - 
transactions take place within transna-- 
tional corporations. These transactions ^ 














| are somewhat insulated from’ market. 


forces and máy be less responsive than 


| other transactions to changes in aggregate 


demand, prices, SEEN rates and gov- 
ernment policies:” 

A source of greater concern thas scone | 
the role of. transnational banks. “In the 


| short period of a decade, the claims of the 


transnational banks on the financial assets 


' of a small number of developing countries 


have come to exceed the -transnational 
corporations’ stockof investment in all de- 
veloping countries. Earlier concerns 


about the possibility of expropriation of 


the .assets of transnational corporations 
have given way in the. 1980s to concern 








. about the exposure of transnational banks 
in these few developing countries.” 


Meanwhile, the UN is formulating a 
Code of Conduct on Transnational Cor- 
porations (yet to be ratified); the aim of 
which is to "create a comprehensive inter- 
national. framework. covering all impor- 


tanto questions : ‘related to transnational. 
_corporations.” This will cover obligations 
. of host countries, over compensation for - 
.] expropriation of assets for example, as. _ 
4. woke the conduct of the TNCs them- . 
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The China 
Official Annual 
Report 1982/83 


All the information 
on China you'll ever - 
need! 

Now only US$60.00 





The 939-page China Official Annual Report is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What is it? 

The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
Company, a group of dedicated professionals who know 
China intimately. The result is a book of unmatched 
breadth and depth. 

Who needs it? 

Completely indexed, the COAR 1982/83, like the Law 
Annual, places thousands of facts and bits of information 

at your immediate disposal. And like its companion 
publication the COAR is essential to businessmen, 
financiers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
Liberal use of charts, maps, tables and colour photos 
makes the COAR enjoyable as well as informative 
reading. 

How to get it 

Order your copy(s) now by simply completing the 
coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). 


Order both books and save US$15.00. Clip and mail this coupon today! Send to: 


vou cannot afford to pass . 
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Law Annual | | 
Report of China t 
— 1982/83 


A road map through 
the labyrinth of 

China’s legal system. 
Now only US$85.00 3 


The continued redirection of China's priorities towards — - 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report — 
now puts these changes into perspective in a single handy 
up-to-date volume. b 
What is it? d 
The Law Annual Report is the most up-to-date, "P 
complete work of its kind. With its easy, readable format - 
and clear indexing this 536-page volume literally places — — 
China's legal system at your fingertips. "s 
Who needs it? ol 
If you are a lawyer, a business executive, financier, 30 
industrialist, or anyone currently doing or planning to do - 
business with China then the Law Annual Reportisa 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the. 
future. y. 
Professors or students of China will find the Law Annual . 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic — 
giant. UA 
How to get it im 
Simply complete the coupon below today and send ` 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the ` 
indicated address. 
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Buy both and save US$15.00. us 





| A) LJ Please send ........ copy(s) of | B) O Please send ........ copy(s) of 
| The China Official Annual The Law Annual Report of | E 
Report 1982/3 for which I China 1982/3 for which I C) LJ] Please send ........ set(s) of both | 
| enclose US$60.00 per copy. | enclose US$85.00 per copy. | The China Official Annual | 
For surface mail delivery For surface mail delivery Report and Law Annual Report ! — 
| add US$7.00, for airmail | add US$7.00, for airmail | of China 1982/83 for which | 
delivery add US$17.50. delivery add US$17.50. enclose US$130.00 per set. 1- 
For surface mail delivery | | 
add US$14.00, for airmail ie 
p. toz Name: s. iu e). eive e enr Oc ario Verbo Dead rcd Mose: a De aae ar ab Kad | delivery add US$35.00. | | 
PUPS. Me iri ou PR AN Reiner QU DELE | 12 
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A superbank stirs 


Asean's two-year-old joint-venture financial institution is 
only now moving to raise an extremely low profile 


By Paisal Sricharatchanya 


Bangkok: More than two years after it 
was established, the Asean Finance Corp. 
(AFC) — dubbed the first truly Asean 
joint venture by the region's banking com- 
munity — has yet to flex its potentially 
powerful muscles. Restricted by a short- 
age of professional staff and lack of public- 
ity, the institution has kept a relatively low 
profile and its limited activities seem to 
have gone unnoticed in a region known for 
its dynamic private banking sector. 

The Singapore-based institution's first 
major achievement came as recently as 
June — exactly two years after it was inau- 
gurated — when a financing package was 
approved for two oil-palm projects in the 
Mindanao region of the Philippines. 
These involve two groups of Malaysia- 
based investors, Guthrie Estate Inc. and 
Keck Seng Co., investing jointly with 
Philippine interests. Both projects, cost- 
ing about US$15 million each, are said to 
be similar: each involves some 10,000 
acres of plantation to eventually produce 
about 40-50 tonnes of oil a day. 

According to Chote Sophonpanich, 





BANKING 


senior executive vice-president of the 
Bangkok Bank and AFC chairman since 
mid-1983, the Asean institution will fi- 
nance roughly 50% of the projects’ costs, 
with the remaining funding requirements 
coming from the investors’ capital. Chote 
regards the finalisation of the two pro- 
jects, which came after long negotiations, 
as an “outstanding achievement.” This is 
probably justified because they fit in well 
with the AFC's prime objective of pro- 
moting regional economic cooperation 
and overall industrial development in 
Asean. 

The financing for these schemes will be 
drawn down over the next few years. AFC 
has also committed loans totalling about 
US$20 million (mainly in the form of co- 
financing) to a number of other agricul- 
tural and industrial ventures in the region. 
However, these are described as relatively 
small projects. The institution began in 
July to expand from project financing — 
its main activity since its founding — into 
small-scale trade financing. 

But the fact remains that the initial two- 


Keating turns tough 


The Australian treasurer's treatment of a Citibank proposal 
points to a harder stand on local-equity participation rules 


By Brian Robins 


Sydney: Proposals for Citibank to reor- 
ganise its equity holdings in Australian 
merchant banks have been dashed by a 
hardline foreign-equity stance taken by 
Federal Treasurer Paul Keating. While 
Citibank is still hoping to dissuade the au- 
thorities from the strong line they have 
adopted, it stands little chance of making 
substantial progress. 

At present, Citibank holds interests in 
two local merchant banks: it has 49.9% of 
CitiNational and a stake in Grindlays Aus- 
tralia, wholly owned by British-based 
Grindlays Bank which in turn is under- 
going a reorganisation which will result in 
Citibank holding 48.6%. 

While the Labor government of Austra- 
lian Prime Minister Bob Hawke is review- 
ing its foreign-equity policy, the Foreign 
Investment Review Board (FIRB) has 
traditionally taken a tough position on 
foreign ownership of non-banking finan- 
cial intermediaries, owing to the already 
high level of foreign ownership. The au- 
thorities have insisted in recent years that 
the local-equity portion of major projects 
in the resources sector be at least 50%, 


and the present review appears to be 
aimed at extending this base requirement 
throughout most sectors of industry. 

As National Mutual Life (NML) moves 
to gain 100% ownership of merchant bank 
Capel Court Corp., it also wants to buy 
out Citibank's equity in CitiNational so it 
can merge the two operations. In return, 
Citibank has proposed buying out 
Grindlays Australia, making it a full sub- 
sidiary (REVIEW, Aug. 11). 

While this proposal has not been re- 
jected, the authorities have stipulated that 
within four years Citibank must offload 
50% of the capital of Grindlays Australia 
to local interests — a stipulation which has 
caused howls of protest. Some have ar- 
gued that the move represents a hardening 
of the government's attitude towards 
foreign ownership, claims which have 
been rejected by the government. 
Nonetheless, the authorities have tem- 
porarily frozen several moves while they 
further assess the situation. 

The government's tough stance has al- 
ready resulted in New Zealand's Prime 
Minister Robert Muldoon placing a ban 





Chote: ‘outstanding achievement.’ 


year period has seen a slow start for the 
AFC. An idea of the Asean Banking 
Council, it was incorporated in mid-1981 
with a S$100 million (US$46.7 million) 
capitalisation, the bulk of which is held by 
major banks and financial institutions in 
the five Asean countries. But it was not 


until mid-1982 that the recruitment 
of a small management team was com- 
pleted. 


Global recession and uncertainties in 
world financial markets over the past two 
years have been reflected in a cautious 
operational strategy. As former chairman 


on Australian companies wishing to invest 
in New Zealand. Muldoon expressed con- 
cern over limitations put on New Zealand 
groups wishing to invest in Australia, 
especially those proposing to move 
further into the financial-services sector. 

Muldoon’s anger appears to have been 
sparked by the rejection of an application 
by the National Bank of New Zealand (an 
affiliate of Lloyds Bank of Britain) to es- 
tablish branches in Australia. Two other 
New Zealand financiers, Marac Holdings 
and Broadlands Finance, have been 
forced to offload equity held in Australian 
subsidiaries. Muldoon threatened to force 
Australian financiers active in New Zea- 
land — there are several — to dispose of 
50% of the equity in their New Zealand 
operations to locals and followed up with 
the blocking of plans by Hill Samuel Aus- 
tralia to establish operations in New Zea- 
land. 


ew Zealand is of growing importance 

to major Australian-based merchant 
banks, following moves there to free 
foreign-exchange trading, which have the 
potential to attract an enormous amount 
of such business away from rather more 
regulated Australia. 

But while a war of words between Mul- 
doon and Keating has died down, a 
number of proposals involving foreign 
equity have been frozen by the Labor gov- 
ernment. Two recent investment moves 
were an A$SI6 million (US$14 million) 
proposal by the British group Moray Firth 
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Guthrie HQ: joint venture in the Philippines. 


Omar Abdalla (of Indonesia) noted in the 
1982 annual report: *. . . the board consi- 
dered it appropriate to be cautious in writ- 
ing new business. The year has been es- 
sentially one of laying foundations for and 
addressing the problems of setting up à 
truly regional financial institution." 


he bulk of resources in 1982 went into 
highly stable investments, including 
$$62.4 million in fixed deposits, $$45.8 
million in negotiable certificates of depo- 
sit and $$10.5 million in quoted bonds. 
From $$12 million interest earned, the in- 


Maltings to establish a new malt plant at 
Geelong, Victoria, and plans by locally 
based Oliver J. Nielsen to team up with 
CRA (majority-owned by RTZ of Brit- 
ain) to produce the advanced ceramic 
product partially stabilised zirconia. 
These are off for the time being at least. 

Several major property deals have 
faced difficulty because of the govern- 
ment's insistence that 50% local equity be 
introduced. Traditionally, foreign groups 
have made much of the thinness of Aus- 
tralian capital markets and their resulting 
inability to raise large amounts of capital 
locally, While this was undoubtedly true 
in the past, the growing ratio of savings to 
disposable incomes has changed that. In 
1982, savings as a proportion of income 
was 12.4%, compared with only 7% for 
the United States, though it lagged well 
behind the 18.5% registered in Japan. 

The government's attitude towards 
Citibank 's proposals was based not on the 
fact that Grindlays Australia is already 
operating here but on the premise that, 
with the reorganisation, Grindlays Aus- 
tralia would be a different animal in a few 
years. "What Citicorp has chosen to do," 
Keating said in a long public statement, “is 
not to seek approval for a new operation 
but to purchase an existing small wholly 
foreign-owned merchant bank with the in- 
tention of transforming it into a major 
merchant-banking vehicle and thus cir- 
cumventing the 50:50 [equity participa- 
tion] policy." 

Later, he said: “It is quite clear that if 
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stitution produced a $$7.5 million net pro- 
fit in 1982, compared to S$2.6 million for 
the seven-and-a-half months in 1981. It 
paid a first dividend of 5% less tax last 
year. 

Chote does not expect the AFC to be- 
come particularly aggressive in the 
foreseeable future. However, other ob- 
servers noted that its scope of operation 
could be significantly broadened under 
the Asean Industrial Joint Venture 
(AIJV) scheme, compromises on which 
were reached recently (REVIEW, Aug. 
25). The scheme, expected to receive 


Sydney city centre: property deals held up. 


Citicorp were to purchase Grindlays Aus- 
tralia, [it] would be very substantially 
transformed. I am informed that in discus- 
sions with the FIRB, the parties described 
[Grindlays Australia] as needing to be 
considerably changed if it were to have a 
long-term future in Australian merchant 
banking . . . Citicorp has indicated that it 
lans to inject substantial capital into 
Grindlays Australia] and to restructure 
and expand its management and activities 
so that [Grindlays Australia] would be- 
come a significant presence in the mer- 
chant-banking sector." Had the govern- 
ment approved the proposal without the 
local-equity condition, said Keating, "it 
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ratification early next year, will accord 
preferential tariff treatment to any indus- 
trial product produced by a venture at 
least 51% held by two or more Asean-con- 
trolled companies. So far, some 21 pro- 
jects have been proposed for the AIJV 
programme. 

The scheme, initialled by Asean 
economic ministers in November 1982, is 
seen as giving added impetus to Asean en- 
trepreneurs. "The AFC, fully committed 
to Asean regional economic cooperation, 
will strive to participate actively in the 
identification, evaluation and funding of 
such joint ventures," said Omar Abdalla 
in the 1982 report. 

How successful the AFC will be in tap- 
ping this new area of business remains to 
be seen, but with the gradual expansion of 
its professional staff, the institution has 
the long-term potential to develop into à 
multi-purpose financial agency. Published 
corporate services which have yet to be 
fully carried out include debt/equity 
underwriting and investment, loan syndi- 
cation and full financial consultancy. 

One important asset of AFC which may 
work strongly in its favour with the proper 
publicity is that it has as its shareholders 
all of the region's big banking names. Any 
projects approved by the institution could 
thus receive these banks’ indirect endorse- 
ment, provided the individual partners are 
prepared to give the AFC the autonomy it 
needs — something which has been 
noticeably lacking in many other consor- 
tium-bank ventures. 


would have constituted 
a precedent which over 
the longer term could 
have had adverse impli- 
cations for the level of 
Australian ownership 
and control of the finan- 
cial sector. Moreover, it 
would have represented 
inequitable treatment in 
respect of the signifi- 
cant number of foreign 
banks which have dur- 
ing recent years ob- 
tained — foreign-invest- 
ment approval to estab- 
lish. merchant-banking 
operations on the basis 
of effective partner- 
ship with Australian in- 
terests." 

While Citibank has protested long and 
loud about the government's attitude, it 
has been markedly reticent on the matter 
of Citicorp Australia, a general financier 
which is wholly owned by Citibank. 
Citicorp gained control of the subsidiary, 
then called Industrial Acceptance Corp., 
in the late 1970s when it was in danger of 
collapse as a result of major exposure to 
the local property market. Citicorp suc- 
cessfully resuscitated the firm and has 
turned it into a very successful general 
financier. Local equity must be intro- 
duced into Citicorp Australia's opera- 
tions, but little has been heard of progress 
on this proposal. 
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Bataan EPZ: 20 out of 88 closed down. 





Sweatshops in the sun? 


Asian EPZs have failed to transfer technology and upgrade 
workers' skills and conditions, a UN study finds 


By Ted Morello 
New York: As an engine of national 
economic development, the export pro- 
cessing zone (EPZ) concept has failed to 
pull its weight in South and East Asia. 
That is the conclusion of a United Nations 
study, which said: "The sobering facts of 
current economic life dispel the euphoria 
of the late 1970s, when developing Asia 
accounted for three-quarters of the Third 
World's exports of manufactures.” 
Hopes ran high when the first zones 
were set up in the early 1970s. Govern- 
ments expected EPZs would contribute 
significantly to such development objec- 
tives as the creation of new jobs, the up- 
grading of workers' skills, an increase in 


foreign-exchange earnings and the trans- 


fer of technology. The reality, according 
to a newly published working paper writ- 
ten for the UN's International Labour Or- 
ganisation (ILO), fell far short of the 
dream. The report, entitled Employment 
and Multinationals in Asian Export Pro- 
cessing Zones, was prepared by Rudy 
Maex of the Bangkok-based Asian Reg- 
ional Team for Employment Promotion. 
Among the study's conclusions: 
» Zones provide only a fraction of total 
employment and have done little to re- 
duce the number of unemployed. 
> For workers, income prospects and 
career opportunities are low. Working 
hours are long and job security is minimal. 
» Azone'scontributions to the host coun- 
try's balance of payments is smaller than 
suggested by gross export figures, and is 
even likely to be negative during the initial 
years of operation. 
» The simplicity of operations performed 
by the workers severely limits the trans- 
fers of skills and technology. 
» While any increased income of an EPZ 


workforce may benefit the local economy 
by raising domestic purchasing power, it 
also contributes to shortages and spurs in- 
flation. 

The ILO defines EPZs (alternatively 
known as investment promotion zones, in- 
bond industries or free-trade zones) as in- 
dustrial estates wherein trade barriers 
applicable to the rest of the national econ- 
omy do not apply and where export- 
oriented industries can operate free of im- 
port duties or quantitative restrictions and 
are granted other advantages, including 
tax exemptions. 


he success of the first zones in attrac- 

ing foreign direct investment, predo- 
minantly from multinationals, launched a 
meteoric rise in developing Asia in labour- 
intensive manufacturing processes for ex- 
port. Pioneers included Malaysia, Singa- 
pore and the Philippines. By 1981, there 
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were 26 full-scále EPZs inthe region and — 
nearly 30 other industrial estates that ful- 
filled a similar role in South Korea, Hong- 
kong and Singapore. Others were under 
construction or on the drawing board. 

The ILO pointed out that sufficient 
time has elapsed to shed light on the ques- 
tion of whether, by attracting large 
amounts of foreign direct investment, 
EPZs are important instruments in pro- 
moting industrialisation and employment. 
The question is particularly pertinent at a 
time when multinationals are moving 
more cautiously in the face of the 
worldwide recession and, as a result, 
Asian countries are forced to dangle ever 
more tempting bait to lure investors. The 
EPZs' attractions range from such physi- 
cal facilities as land, electrical power, 
water and buildings to such fiscal incen- 
tives as tax holidays and an absence of re- 
strictions on foreign ownership, foreign 
exchange and dividend-repatriation. 

However, the ILO study cast serious 
doubt on an EPZ's potential to yield bene- 
fits commensurate with government out- 
lay. Competitive bidding between pros- 
pective sites results in zone authorities of- 
fering more and more incentives. The con- 
sequent drain on the public treasury is 
"usually quite large, and current incomes 
of the zone authorities are frequently not 
sufficient to cover expenses" in the short 
or medium term. 

Mounting rivalry has made lengthy tax 
holidays “an almost indispensable fea- 
ture" of the incentive structure. Singapore 
found it necessary to increase the original 
tax holiday for pioneer plants from up to 
five years to 10. At the same time, the 
minimum amount that a firm was required 
to commit was lowered to about US$1 mil- 
lion to keep the country competitive. 

With the expiry of tax holidays, gov- 
ernments stand to lose income. Most 
EPZ imports and exports are intra-firm 
sales, a kind of trade that lends itself to the 
manipulation of transfer prices. Also, the 
report said, there is increasing concern of 
“some footloose industrial plants being re- 
located to new offshore sites soon after the 
expiration of their tax holidays.” Indeed, 
the study found that increases in labour 
costs and the expiry of tax holidays were 
the most frequent causes of EPZ plant clo- 
sures. As an example, about 20 of the 68 
firms in the Philippines’ Bataan zone had 
closed down by 1982. 

The ILO report conceded that EPZs 
have the potential for generating “quite 
substantial net inflows” of foreign ex- 
change. But it added that their net ba- 
lance-of-payments contribution “is usu- 
ally much smaller than the gross contribu- 
tion, which is reflected in the increase of 
gross export values.” Consequently, in 
1981, the Philippines’ three EPZs' gross 
export total was US$236.2 million but the 
figure for exports minus imports was only 
US$62.5 million — and that exclusive of 
the outflow of interest and profits. 

Heavy reliance on imports also explains 
why zones contribute little to the creation 
of indirect domestic employment. The 
ILO study cited a survey of 33 EPZ enter- 


———| prises in the Philippines and Malaysia 
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M r: 500,000 
; NOE t are due : ploy d in Asian 
.-EPZs. Almost 50% of these workers are 
- in Singapore (105,000) and South Korea 
(121,700). Zone employment also is com- 
-paratively high in Malaysia (73,000) and 
. Hongkong (70,000). Sinc i 
. ment, EPZs have accounted for at least 
60% of manufacturing- 
pansion in Malaysia and Singapore and for 
. about 10% in Hongkon the PES 
_ and South Korea. ~ 
















Nissi: the. dk on regional 
© WW joblessness has | nimal, in part 
- bec inly recri it young and un- 
married female workers ; who are entering 
the job market for the- first time. Young 


pot account for about 88% of es | 


dn n. „Lanka, 85% 


| ur garments or peas elec- | 
very few acquire 


tronic oir Re 





are low wit oy ende and incentive pay 
a accounting for a high proportion of earn- 
ings and with work weeks ranging from 45 


to more than 55 hours. The ILO report | 


also noted that some zone employers hire 


_ workers as apprentices at 75% of the nor- - 
mal starting wage and then lay them off | 


when the maximum statutory period ends. 


Measured against the average hourly | 


earnings in 1980 in industrialised Japan's 
electronics and garment industries of 
US$5.97 and US$3.56, respectively, the 
comparable EPZ figures were 97 US cents 
< and US$1.03 for Hongkong, 91 cents and 
J. 59 cents for South Korea, 90 cents and 80 
cents for Singapore and 30 cents and 17 
cents for the Philippines. For Malaysia, 
only the electronics figure, 42 cents, was 


given, and for Sri Lanka, only that for gar- 
ment manufacturing (12 cents). The fig- . 
ures were taken from an earlier ILO Asia 
EPZ study the title of which — Export Pro- 
ng Zones: Spearhead of Industrialisa- | 
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| of the fall was accounted for by a chimp P 
| in the pre-tax contribution from the | 
group's tractors division — from M$8 





TNT 


million to 1 








contributions from plantations also de- 


| clined, from M$77.9 million to M$57.3 


million. Group turnover during the 


| period fell some 20% to M$2.17 billion. 


Sime is maintaining its dividend, how- 


ever, with a recommended final pay- |. 

ment of 6.8 M cents a share (gross) giv- | wou 
| ing a total of 10:8 cents for the year. Sime | 
| has instituted management changes, cost 


cutting and retrenchment in the tractors 
division. — A CORRESPONDENT 


Good News 


 Australian-based newspaper magnate 


Rupert Murdoch's flagship publishing 
company, The News Corp., more than 


doubled its net profit to A$86.9 million 
1(US$76.7 million) in the year ended 


June 30. The latest result compared with 
net earnings of A$37.26 million in the 
previous year. Directors said the 
buoyant profit followed better trading in 
both North America and Britain. Turn- 


| over during the year rose 20% to A$1.5 


billion, up from A$1.25 billion previ- 
ously. Pre-tax profits grew to A$105.7 


million’ (previously A$52.2 million) | 
| while the tax provision only rose to | 
| A$16.5 million from A$13.3 million, re- | 


flecting tax losses and benefits. 
Borrowing costs remained high, rising 


another 10% to A$57 million, while the - 
depreciation provision fell 2096 to | 


A$23.4 million. An unchanged final di- 


| vidend of 5.5 A cents a share has been 
| declared, giving a steady annual payout 
— BRIAN ROBINS | 


of 11 cents a share. 


Cheung Kong slides 


Hongkong property group Cheung 


Kong (Holdings), the quoted vehicle of | 


entrepreneur Li Ka-shing, reported at- 
tributable net profits of HK$159.7 mil- 
lion (US$21 million) for the six months 
ended June 30, compared with 


HK$559.2 million for the same 1982 | 
. period, showing a 71.4% fall. Earnings | 


per share were down from HK$1.36 to 


40 HK cents. The interim dividend was . 


cut from 22 cents a share to 15 cents — in 
line with market expectations. Extra- 


ordinary profits were HK$8.6 million | 


(HK$54. 5 million previously). 


li said the group 's sous foundation | 
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Quoted associate company Hut 
Whampoa, in which Cheung Kong had a 
38. T% stake E end of 1982, "nili ted 
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1.12 billion (USS113 9 million) or the 
year ended Mar. 31, compared with R: 
1.23 billion in the previous year. Thi: 
was despite an increase in total sales tc 
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expansion and modernisation, each co 
ing about Rs 3 billion, to lift waa to 
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Haw Par Brothers. international of in- 
gapore showed an 11% increase in group 
pre-tax profit to $13.28 million (US$6 
million) for the first half of this year, a 
cording to ‘unaudited interim: results 
































group turnover, to S$128.74 million. 1 
cluded in the group profit was an extra 
ordinary item of S$1.71 million arisin 
from the sale of Haw Par's interest in. 
Hongkong: based Cheung Kong (Hold 





















































The group announced a one- -for-fiv 
bonus share issue. Although no interi 
dividend was declared, the directors sa 
the profit for the full year would not 
less than that for 1982 and the gr T sdi 
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— ASIAN markets showed divergent trends in the period to Sept. 5, with Australia and New 


Zealand smartly ahead and Taipei — up more than 4% on the average — shaking off the re- 
cent lethargy that had followed a heady boom. Hongkong was the loss leader as political jit- 
ters continued to overshadow any other factor, while Singapore and Malaysia eased, the lat- 


ter quite sharply. 


AUSTRALIA: sustained buying of oil and gas is- 
sues underpinned another strong rise for the Austra- 
lian All-Ordinaries Index, which closed on Sept. 5 at 
723.2 — a rise of almost 28 points over the period. 
Much buying centred on partners in the Jabiru | well 
in the Timor Sea. The key partners are BHP and 
Weeks Australia. Oil indications found in that well 
and in a string of smaller onshore and offshore wells 
has kept investor interest alive. The index is now 
close to its record high of 746.3 reached in mid- 
November 1980. The oil and gas index now stands at 
743.7. for a rise of 71.2 points over the period. Much 
of the demand has come from local institutions. 


NEW ZEALAND: the industrial market rallied 


during the period to recover all the previous period's 
losses. Signs of increased business confidence, firm- 
ing export prices and lower interest rates appear to be 
the main reasons. The fixed-interest market has set- 
tled down following Prime Minister Robert Mul- 
doon's calls for a lower interest-rate structure. The 
mining market continued to weaken, led by the 
largest oil explorer, New Zealand Oil and Gas, which 


~ lost 22 NZ cents (14 US cents) on the period. There 


now appears to be some buying support and several 
of the explorers may be due to rally. However, the 
weight of new oil-exploration floats facing the mar- 
ket at present may inhibit this. 


TAIPEI: As prices rallied strongly, the market ap- 
peared to break out of its summer doldrums. Late in 
the period, Fuh-Hwa Securities Co., the only pro- 
vider of credit to stock purchasers, announced an in- 
definite delay in issuing new margin contracts, 
amounting to an extension of existing ones. This had 
a sharp stimulatory effect. The weighted index closed 
at 731.33 on the final day of trading, up almost 32 
points. Strongest gains were made in paper and con- 
struction issues. Value turnover rose more than 60% 
over the previous period for a daily average of 
NT$1.11 billion (US$27.7 miHion). 


SEOUL: a government announcement that it will 
restrict property speculation sparked a rally on Sept. 
5 that made up for losses in previous sessions. Earlier 
in the period, the composite index dropped to 
117.40, just 0.35 of a point off the year's low posted 
on Jan. 27. Investors temporarily shook off fears 
raised by the Myongsong group scandal, the govern- 
ment's crackdown on the kerb market and the uproar 
over the destruction of a Korean Air Lines (KAL) jet 
by a Soviet fighter, analysts said. KAL's share price 
dropped from Won 575 (74 US cents) to Won 505. 
Remarks by government officials that they would 
raise property taxes, limit rent increases and 
strengthen public reporting requirements on land 
purchases are expected to bring more investors to the 
market. 


SINGAPORE: In moderate trading, the market 


eased; Fraser's Industrial Index closed at 5,584.16 on 
Sept. 5, down 87.69 points from the previous period's 
close. Most trading interest centred around special- 
situation Malaysian-based stocks such as Esso, Faber 
Merlin, Hong Leong Industries, HL Credit 


and Malayan Credit. All gained on rumours of either 
bonus issues or stock splits. Blue chips such as Kep- 
pel Shipyard, DBS, Straits Trading and Cold Storage 
were among the losers. 


KUALA LUMPUR: In duit trading, Fraser's Indus- 
trial Index lost 116.17 points on the period to close at 
3,576.44, -Prime Minister Datuk Seri Mahathir 
Mohamad's National Day address (on Aug. 31, when 
the market was closed) did little to boost sentiment, 
which was also dampened by a Finance Ministry 
statement alleging that some brokers had formed 
syndicates to manipulate the market. Among the 
major losers were Esso, Shell Refining, Cold Storage 
and Genting. 


HONGKONG: The seemingly inexorable drift 


downwards continued and the Hang Seng Index shed 
53.66 points or 5.5% on the period to close at 928.14. 
Political nervousness remained a key contributor to 
bearish sentiment and this was reflected in a further 
weakening of the Hongkong dollar. Sister companies 
Hongkong Land and Jardine Matheson bore the 
brunt of heavy selling; investors are discounting bad 
interim figures from Land and a possible dividend 
cut. Average daily turnover remained relatively low 
at HK$82 million (US$10.7 million). 


TOKYO: The market rose on optimism about Unit- 
ed States interest rates, which appeared to be going 
down, and news centring on individual shares. Blue 
chips were generally out of the spotlight. Hidden- 
asset issues such as Nippon Express and some phar- 
maceuticals were bought actively. The continuing 
weakness of the yen seemed to be a minor factor in 
market sentiment. Foreigners were generally not 
participating actively. Speculatives, especially non- 
ferrous metals, were vigorously traded. The Nikkei- 
Dow Jones Average closed at 9,252.21, up about 50 
points on the period in uneven volume. 


MANILA: Price changes were mainly on the plus 
side as the worst fears of possible repercussions 
from the murder of Benigno Aquino did not 
materialise. Moreover, investors felt the market was 
oversold. Value turnover reached P24.5 million 
(US$2.2 million), though this included a block sale of 
P2.25 million-worth of Banco Filipino shares. Gains 
ranged from a quarter-peso for San Miguel, the bre- 
wer, to P2 for Philippine Long-Distance Telephone, 
the telephone monopoly. and among mines, from a 
half-centavo for Lepanto to a quarter-peso for Atlas. 


BANGKOK: The market continued to weaken fol- 
lowing confirmation that bank interest rates on depo- 
sits and loans were to rise by one percentage point 
from Sept. 8. This was reflected in prices of some 
bank counters, including Bangkok Bank, which lost 
Baht 16 (70 US cents) on the period to close at Baht 
254. Depressed sentiment prevailed despite Baht 7.5 
and Baht 11 per share interim dividends announced 
by Jalaprathan Cement and Dhana Siam respec- 
tively. Average daily turnover was Baht 45 million, 
the bulk of it accounted for by direct deals. The Book 
Club Index lost another 2.09 points to close at 127.85. 
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THERE ARE LOTS OF LITTLE REASONS 
WHY PEOPLE WHO STAY WITH US, 
STAY WITH US AGAIN. 


E Shangri-La hotel- HONG KONG 


Telephone: 3-7212111, Telex: 36718 SHALA HX 


WESTIN HOTELS 
Other Westin Hotels in Asia: 
Shangri-La, Singapore 
Philippine Plaza, Manila 
Chosun, Seoul. 











‘Chariots’ in Cambodia 


B: film producer 
David Puttnam, whose 
Chariots of Fire won the 
Academy Award as best 
film of the year in 1982, 
and who also produced 
such notable films as Mid- 
night Express and Local 
Hero, is likely to score 
another success with The 
Killing Fields, location 
shooting for which ended 
in Thailand in mid-Au- 
gust. Indeed, Puttnam 
himself put his reputation 
on the line by naming it as 
the best film he has made. 

He is not predicting a box-office suc- 
cess, but then he never does. Puttnam 
does not judge his success in financial 
terms, though the receipts from his previ- 
ous efforts have always exceeded the out- 
lay. And to emphasise Puttnam’s confi- 
dence, one of the giants of the film world 
in the United States bought worldwide 
rights to The Killing Fields after viewing 
about 75% of the rushes. So it is in effect 
already a money-spinner. 

The film depicts the period leading up 
to the takeover by Pol Pot's Khmer Rouge 
in Cambodia in April 1975 and subsequent 
events — mainly in Cambodia — as the 
Khmer Rouge evacuated the major cities 
and towns of all the inhabitants, driving 
the people into the countryside where 
they became inmates of what has aptly 
been described as one enormous concen- 
tration camp. Hundreds of thousands — 
maybe as many as 2 million — died or 
were killed in the process. 

The story around which these dramatic 
scenes revolve is that of the relationship 
between an American journalist, Sydney 
Schanberg, and his Cambodian assistant 
reporter Dith Pran — played in the film by 
Haing S. Ngor. Schanberg works for The 
New York Times, and covered much of 
the war in Cambodia, 1970-75. Pran sent 
his wife and children out of Cambodia 
shortly before it fell, but stayed on to help 


Waterston and Haing: moving moments. 








Puttnam: ‘my best.’ 


Schanberg, who had be- 
come his friend as well as 
his colleague. Pran was 
forced out of the French 
Embassy (where the for- 
eigners had taken refuge) 
by the Khmer Rouge, and 
it seemed certain he would 
be executed. 

Schanberg was returned 
to the US, and won the co- 
veted Pulitzer Prize — the 
top American journalism 
award — for his story of 
the fall of Cambodia. Pran 
amazingly survived the 
Pol Pot era, and they were 
reunited in a refugee camp on the Thai- 
Cambodian border in 1979. As Puttnam 
said: "This is first of all a story of 
friendship between two people." 

Puttnam has followed his usual pattern 
of shunning big-name actors for his star- 
ring roles. His directors have also been un- 
knowns — but only in the sense that their 
names are not household words. The di- 
rector of this film is Englishman Roland 
Joffe, who is in fact well-known for stage 
and TV direction, principally in Britain. 

Sam Waterston, a journeyman Ameri- 
can actor, plays Schanberg. He is physi- 
cally similar to Schanberg, but more im- 
portant is that his personality is also very 
similar — quick tempered at times, in- 
tense, though an engaging character with 
a good sense of humour. On more than 
one occasion scenes were either pro- 
longed or cut short as Waterston faithfully 
portrayed the reporter's reactions rather 
than the original script — which in any 
case was always only a guide, in typical 
Puttnam/Joffe style. 

Haing graduated as a doctor, and sur- 
vived the Pol Pot era. He had no previous 
acting experience, but emerged as a strong 
personality. His acting ability was tested 
in the sequences leading up to the fall of 
Phnom Penh, but for the latter part of the 
film Haing really portrayed himself. It was 
moving to see him recall vividly incidents 
very similar to the scene 
he was enacting for the 
cameras. 

Haing at one point was 
one of three men filmed 
drawing a plough — the 
human buffaloes — and 
he expressed approval of 
the sequence except that, 
as he earnestly told Joffe: 
"The Khmer Rouge must 
whip us — they almost al- 
ways whipped us!” In an- 
other scene, of a mass 
grave, Mao, a Cambodian 
playing a minor role, 
commented: Realistic — 
but not enough bodies. " 

— NEIL DAVIES 
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The Apple is 


ightier than 
the pen. 


If your job calls for a lot on pen-pushing and complex figuring, we've 

' s» | got good news for you. 

dw m An Apple III personal computer can take all that tedious handwork off 
- your mind. 

Before Apple, forecasting and budgeting involved endless hours with 
pens, pencils and calculator. Vital information was stored in paper files and 
stuffed in drawers. Finding it was an adventure. And letters and reports 
were painstakingly typed, edited and then corrected by hand. 

But then Apple invented the personal computer. Suddenly all these 
time-consuming tasks took minutes instead of hours. Managers now had a 
powerful new desk-top tool which made them far more effective —and gave 
them time to think and plan. 

With programs like VisiCalc 
you can now forecast or budget 


| in minutes on your Apple Ill, 
and then quickly print results in charts and graphs. 
Mail List Manager stores up to 30,000 names and 
addresses —and locates them instantly. Even memos 
cr i= 
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or memoirs become effortless with word processing 
programs like Apple Writer. 

With more programs available for the Apple 
than any other personal computer, it’s no 
wonder there are over a million Apples 
in use around the world. 

Throughout the Far East we're 
standing by with full service and training 
support. So contact an Authorized Apple 
Dealer and let him show you how an 
Apple can help you do your job faster, better 
and more effectively. 

It may be one of the last times you ever use a pen. 


The most personal computer. 





Ø 
ap 


For more information contact your nearest authorized Apple dealer listed on the adjoining page, 
or contact Apple Computer Inc., 20525 Mariani Avenue, Cupertino, Califomia 95014 U.S.A., TLX 171-576 


* VisiCalc is a registered trademark of VisiCorp 


he after-midnight calm of Oregon's 

state capital, Portland, was shattered 
recently when three pipe-bombs went 
off on the third floor of Hotel Rajneesh. 
The explosions were the first overt vio- 
lence against the hotel's owners, the 
Rajneeshees, since they settled on a re- 
mote eastern Oregon ranch two years 
ago. And though no one from Oregon 
has been implicated in the blasts, they 
did seem to inspire a new resolve to drive 
the Rajneeshees from Oregon soil. 

But these devotees of Indian guru 
Bhagwan Shree Rajneesh are no strang- 
ers to threat. In Poona, western India 
— the holy man's home until 1981 — 
chaste and moralistic Indians were 
shocked by the cult's uninhibited medi- 
tations. The then Indian prime minister, 
Morarji Desai, seeing the megabucks 
flowing into Rajneesh corporations from 
non-Indian followers, cancelled the 
group's tax-free status, initiating a con- 
tinuing legal battle. 

Bhagwan then quietly left India, al- 
legedly for health reasons, and fled to 
the United States. Initially, he settled in 
a mansion in New Jersey, much to the 
vocal displeasure of nearby residents. 
Within a year, along with a group of his 
followers, he moved again, 
this time to the Big Muddy 
Ranch in Oregon — a 100- 
sq.-mile expanse of dry, 
overgrazed rangeland, 
sprinkled with high bluffs, 
rocks, sagebrush and an oc- 
cassional farmhouse. 

The first Rajneeshees to 
arrive claimed to be in- 
terested only in farming the 
ranch, renamed Rancho 
Rajneesh. Neighbouring 
ranchers at first paid little 
attention to the groups of 
young men and women 
clad in “sunrise” colours, 
wearing wooden necklaces 
dangling portraits of their 
guru. However, when the 
numbers of Rajneeshees 
began to grow alarmingly, the locals be- 
came concerned. Small houses were 
built to accommodate the “farm work- 
ers,” then office buildings, a printing 
plant, an airport, a supermarket, restau- 
rants and a dam impounding 350 million 
gallons of water to accommodate the 
needs of the current 1,000 year-round 
residents. In November 1982, Raj- 
neeshees voted to incorporate the ranch 
as a city, Rajneeshpuram, with an offi- 
cial population projection of 4,000; un- 
official Rajneeshee projections range 
from 10,000 to 100,000. (The group's 
strength has burgeoned from a hand- 
ful in 1968 to more than 300,000 
today.) 

Neighbours sued the town under Ore- 
gon's strict land-use laws, claiming that 
developers should not be allowed to es- 
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LETTER FROM RAJNEESHPURAM 


Anand; Rajneeshees in Rajneeshpuram: a bitter feud. 


tablish towns at will on the state's valu- 
able agricultural land and that a city was 
not needed to operate the Rajneesh 
ranch. If they win, Rajneeshpuram may 
have to tear down some of its buildings 
to reopen land for cultivation. Raj- 
neeshees counter that they could not ob- 
tain necessary public services from the 
nearest established city, the former 
ghost-town of Antelope, 15 miles away. 
They claim that Antelope residents have 
blocked their legitimate needs at every 
turn. 

In retaliation Rajneeshees — taking 
advantage of Oregon's one-day voter re- 
gistration laws — elected a new, Raj- 
neeshee-dominated — Antelope — City 


Council, which promptly raised munici- 
pal taxes. Longtime Antelope residents, 
















many of whom had retired to the town to 
enjoy the quiet life and minimal taxa- 
tion, felt betrayed. Half of Antelope's 
original 14 families have moved else- 
where: driven, they say, not only by the 
higher cost of living in Antelope, but by 
harassment from Rajneeshees. 


Ithough Oregonians are noted for 

their tolerance, many are rankled by 
the same two issues which irritated In- 
dians in Poona: money and hedonism. 
How much money Rajneeshees have 
tied up in their seven Rajneeshpuram- 
based corporations, or the corporations 
which run their 500 centres around the 
world, is not publicly known. Raj- 
neeshees, however, make no secret of 
the fact that they have it. Individual Raj- 
neeshees boast of their own wealth, 


PHOTOS. SALLY MADMAN 






while the guru's is blatantly paraded by 
his fleet of 30 Rolls-Royces. 

“Poverty attracts poverty; wealth at- 
tracts wealth. We are capitalists in the 
sense that we believe in the freedom of 
the individual. We are here to do busi- 
ness,” says Ma Anand Sheela, president 
of Rajneesh Foundation International 
and the Bhagwan’s secretary, explaining 
why the group came to the US and why 
so many affluent, well-educated indi- 
viduals have joined the religion. 

Rajneeshee spokespersons vigorously 
contend that their money has benefited 
both Oregon and the land on which they 
settled, claiming to have injected more 
than US$60 million into the state’s reces- 
sion-pressed economy over the past two 
years. 

Some Oregonians complain that Raj- 
neeshpuram is a religious city, and so 
should not receive state revenue, sharing 
funds that are distributed to all the 
state's incorporated cities. Others dis- 
like the group's apparent disregard for 
the poor. Rajneeshees 
readily admit that their 
philosophy of “celebra- 
tion" is not for everyone, 
noting that, though they 
hope Rajneeshism spreads, 
they do not proselytise. 
Charity breeds dependence, 
they say. Rajneeshism ap- 
peals to the affluent and 
educated because, in the 
words of one spokeswoman: 
"The poor are too busy with 
God in their food.” 

Waves of alarm swept 
through several communi- 
ties when  Rajneeshees 
were thought to want to buy 
land there and Raj- 
neeshee's civil liberties are 
the constant subject of de- 
bate among strangers. While a few indi- 
viduals have offered to sell land to the 
group, another determined band of citi- 
zens launched a drive to put a measure on 
state ballots that would force the people 
who “drove the old folks out of An- 
telope" from their home on the range. 

US immigration authorities, who have 
yet to rule on the Bhagwan's request for 
status as a resident religious leader suf- 
fering health problems, could resolve 
the conflict by turning down his applica- 
tion. Appeals, however, could go on for 
years. 

In the meantime, an Oregon news- 
paper recently carried a story detailing 
the fears of a small town in France. The 
Rajneeshees, it seems, have con- 
templated buying land there. 

— SALLY BACHMAN 
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LETTERS TO THE EDITOR 


Beat of a Peking drum 





Thousands 

«€ 4 people NES. 
the world who know 
and love Hongkong 
would appreciate 
the anguish expres- 
sed by Mary Lee in 
The 5th Column [RrviEW, Aug. 28]. But 
she has given too much vent to her feelings 
by accusing Britain of preparing to "sell 
out" Hongkong. Since when has obser- 
vance of a treaty been so described? China 
has a perfectly proper right to refuse to 
renew the lease when it runs out on June 
30, 1997 — leaving aside all talk about un- 
equal treaties. 

If Lee's article is an accurate reflection 
of the feelings of Hongkong people, there 
seems to be a lamentable lack of apprecia- 
tion of some important geopolitical 
realities. First, China has no choice but to 
integrate Hongkong: how could it not do 
so, and still retain credibility as a cham- 
pion of the Third World in competition 
with the Soviet Union? Remembering the 
casual ease with which India marched into 
Goa in the 1950s, without even a shadow 
of a legal excuse, China is rightly amazed 
at its own moderation. It is true that Pe- 
king derives great economic advantage 
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from the present situation, but as the Falk- 
lands conflict showed, when national 
sovereignty is in question, economic con- 
siderations go out of the window. 

Secondly, Britain is in no position to de- 
fend Hongkong — this is not only a ques- 
tion of the forces available, but because 
there would be little if any support in Bri- 
tain itself for such a conflict. Meanwhile, 
the entire world would be ranged on 
China's side and supply lines would not 
exist. Also, as everyone knows the 
Chinese need not commit a single soldier. 
All they have to do is to turn off Hong- 
kong's water supply. 

Lee's anguished hope that somehow 
China will agree to the maintenance of a 
colonial status for Hongkong is illusory, 
and the arguments in your letters columns 
supporting this hope amount to a decep- 
tion of the innocent. It is surely time to ac- 
knowledge that on July 1, 1997, Hong- 
kong will be marching to a different drum. 
The majors of the regiment may well be 
Hongkong Chinese; the colonel will 
undoubtedly be from Peking. The British 
— soldiers and traders, clerks and hacks 
— will have departed, intoning Rudyard 
Kipling's Recessional. 

Wisdom now lies in negotiating agree- 


ments with Peking which are advantage- 
ous to Hongkong and also in China's na- 
tional interest to maintain after the lapse 
of the lease. This is so obvious one has no 
doubt it is under way, but the secrecy sur- 
rounding the negotiations remains baffl- 
ing. LESLIE PALMIER 


Reader in Sociology, University of Bath. 
Bath, England 







Lee's article left me 


«€4 with very mixed 
E>” | feelings: 


sorrow 


Sy that your corres- 
pondent is so naive 

fw about the politics of 
Hongkong and Chi- 


na; and relief to discover why the REVIEW 
has carried such biased reports on the 1997 
debate — vour writer has shown her true 
pro-British, anti-Chinese colours vividly. 

Claiming that China is ignorant about 
how Hongkong works, Lee hurled criti- 
cism at Peking and branded the Chinese 
plan to reassert its sovereignty over the 
territory with emotive adjectives. In fact, 
her arguments can be reduced to two 
points: first, the Chinese plan needs more 
clarification and elaboration; secondly, 
the Chinese promise is unreliable no mat- 
ter how sincere the plan looks. 

Here we can see the common trick 
played by people who would like to see 
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Hongkong remain under the British flag. 
When China outlines a policy framework 
for the Hongkong people to discuss, it is 
accused of being too abstract, of trap-set- 
ting. However, if China elaborates further 
it is seen as proof that Peking wants to in- 
terfere too much in Hongkong affairs. 

I cannot believe that Lee's suggestion 
— having “a governor appointed by Lon- 
don and accountable only to London, 
after which various amendments can be 
introduced to the local svstem to acknow- 
ledge Chinese sovereignty" — can work 
out in practice. 

Lee's references to China's heavy- 
handed propaganda campaign are simi- 
larly off track. A look at the media reports 
before mid-1982 would, I suggest, show 
that China was losing the propaganda bat- 
tle at the very beginning, and anybody 
familiar with Hongkong's media politics is 
aware of this. Impartial journalists are 
scarce in Hongkong; most media are in 
non-leftwing ownership while leftist news- 
paper with access to the Chinese au- 
thorities have only a very limited reader- 
ship. The assertion that Peking is winning 
the propaganda campaign is thus ill- 
founded. 

The majority of the local population ac- 
knowledges that Hongkong is part of China 
and would have no objection to Peking 
sovereignty. What they want to preserve is 
the social system and the lifestyle. Hong- 
kong people in the main, have no love for 
the British. 


Finally, Lee makes several points on 
confidentiality. Peking cannot be legiti- 
mately accused of breaching this rule: the 
Chinese are only publicising their posi- 
tion, not the discussions during the talks. 
Also, if Lee knows that Britain is deter- 
mined to "negotiate for a governor ap- 
pointed by London and accountable only 
to London," I wonder how confidential 
the British stance is. 

LO CHI-KIN 


Hongkong 






Lee is justified in 
«€4 having reservations 
«ordi about Hongkong's 
oo future “viability” 

€^ but her analysis, to 

d NY say the least, was 

naive and  unba- 
lanced. China might well be over-optimis- 
tic in believing that the prosperity of 
Hongkong can be easily maintained, but 
Lee is equally unrealistic in hoping that 
her British overlords can continue to pro- 
tect her from the inevitable. 

In fact, the only way that the Hongkong 
people can protect their own interests is 
not reliance on the British, but on them- 
selves. Only if more of them are willing to 
come forward to assert their position and 
bargaining power in an organised manner 
— instead of jostling to get out at the first 
whisper of a rumour — can Hongkong 
have any real future to speak of. 

Meanwhile, someone should perhaps 
tell Lee and her ilk that they are deluding 
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"A forgotten elegance returns 
to Honolulu with the new Halekulani.” 





rom October '83, the new 

Halekulani is able to fulfill 
the expectations of even the most 
impossible perfectionist, to whom 
elegance is an integral part of daily 
life and style is nothing more than 
a natural attribute. 


Waikiki Beach. The cool, tropi- 
cal-white interior of each spacious 
guest room leads to its own lanai, 
with truly spectacular views of 
Diamond Head and the ocean. 

The new Halekulani is born, and 
Honolulu will never be the same 


Five acres of gardens stretch to again. 
A REGENT INTERNATIONAL RESORT 
HONG ROM. HANGKOK MUALA LUMPUR MANILA FE COLOMBO SYDNEY MELBOURNE HAWAN PUERTO RICO ALBUQUERQUE NPM YORK CHICAGO. WASHINGTON 


HALEKULANI 808-923-2311, TELEX 8382 HALE HR OR ANY REGENT INTERNATIONAL HOTEL. 


Authorized Distributors: 
HONG KONG 


Rank Electronics Asia Ltd. Tel : 3-685161 
Tix: 44953 RANK HK 
TAIWAN (ROC) 
Yung Foong Universial Inc. Tel : 712-8063 
Tix : 78511521 
MALAYSIA 
Sime Darby Systems Tel : 28999] 
Tix : MA32807 
SINGAPORE AND THE REST OF ASEAN 
Sime Darby Systems Tel : 2246077 
TIx: RS 28450 
JAPAN 
Apple Computer Japan, Inc. Tel :03-582-9181 
(Regional Office) Tix : 232-2871 
* 
Authorized Dealers: 
HONG KONG 
Amfair Computer Lid. Tel : 37553756 
Computact (HK) Led. Tel : 5-752313 
ComputerLand U.S.A. Tel : 5-739235 
Excellent Electronics Co, Ltd. Tel : 3-313878 
Nison Computer Co. Ltd. Tel : 3-674155 
T.S. MicroSystems Ltd. Tel : 5-265905 
SINGAPORE 
Computer Centre Pre Led. Tel : 2932630 
Computerage Pte Ltd. Tel : 3387374 
Computerland of Singapore Tel : 2247511 
DTS Singapore Pte Ltd. Tel : 2788566 
Microage Computer Systems Tel :2949329/2964108 
Pte Led. 
Singapore Computer Systems Tel : 7752477 
Pte Ltd. 
AVS Electronics Pre Led. Tel : 2967211 
MALAYSIA 
Kuala Lumpur Tel : 411097, 411098 


M/s nce Computer Centre Tel : 480116, 480184, 
S.B. Kuala Lumpur 480055 

D.E. Electronic Engineering Co., Tel : 414179, 481889 
(HK) Kuala Lumpur 

Vanguard Company Kuala Lumpur Tel ; 288213, 288764, 
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M/s MicroMedia (M) Sdn. Bhd. Tel :432396 
Kuala Lumpur 

M/s Office Computer Sdn. Bhd. Tel : 264377 
Selangor 

Systematic Business Computers Tel : 322636 
Selangor 

M/s Jurudata Sdn. Bhd. Selan Tel :472033 

M/s Radz Computer Sdn. Bhd. Tel : 788525 
Petaling Jaya 

M/s Microland (M) Sdn. Bhd. Tel : 787319, 788852 
Petaling Jaya 

Integrated Computer Systems Tel : 373633, 373634 


Penang 

M/s Dass Computers Sdn. Bhd. Tel : 314352 
Malacca 

M/s Utama Computer Centre S.B. Tel : 379185, 379258 
Penang 

M/s Access Data Sdn. Bhd. Kedah Tel : 720460, 726566 

Trengganu Typewriter & General Tel :096-25485 
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Agencies Trengganu 
Tetra Engineers Ipoh, Perak Tel : 558966 
M/s Rangkayaan Enterprise Sdn. Tel :54841 

Bhd. Sabah 
M/s Berjaya Computer Services S.B. Tel : 33164, 32165 

awak 
PHILIPPINES 

Abenson TIx:27372 PH 


Computerland Philippines Inc. Tel :8180175 
Microplus Technologies Inc. Tel : 7744-38 
Personal Computer Specialists Inc. Tel : 865001 

Pryce Development Corporation Tel : 89-14-16 
Superbyte Computer Systems Inc. Tel : 40-14-67 


Yutivo Corporation Tel : 47-14-81 
INDONESIA 
Bakkenist Management Tel : 797089 


Consultants Jakarta 
C.V. Jakarta Office Equipment Tel :671302 


Jakarta 
Computerland/ Jakarta Jakarta Tel : 358161 
Computerworld Jakarta Tel :621485 


Indonesian Computer Systems Tel :031 45469 
Surabaya 


THAILAND 
Business Mgt. Computer Co. Ltd. Tel : 391-3618 
a 5 apace Computer Co. Tel: 392-1730 
t 
innovation Corporation Tel : 233-9240, X503 
Sahamit Machinery Co. Led. Tel ; 234-7048 
TAIWAN 
Yung Foong Universal Inc. Tel : 7813101 
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The most personal computer. 
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got good news for you. 

An Apple III personal computer can take all that tedious handwork off 
your mind. 

Before Apple, forecasting and budgeting involved endless hours with 
pens, pencils and calculator. Vital information was stored in paper files and 
stuffed in drawers. Finding it was an adventure. And letters and reports 
were painstakingly typed, edited and then corrected by hand. 

But then Apple invented the personal computer. Suddenly all these 
time-consuming tasks took minutes instead of hours. Managers now had a 
powerful new desk-top tool which made them far more effective —and gave 
them time to think and plan. 

With programs like VisiCalc 
you can now forecast or budget 
= HE in minutes on your Apple III, 


4 | ie | * 
and then quickly print results in charts and graphs. 
Mail List Manager stores up to 30,000 names and 
addresses — and locates them instantly. Even memos 
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or memoirs become effortless with word processing 
programs like Apple Writer. 

With more programs available for the Apple 
than any other personal computer, it’s no 
wonder there are over a million Apples 
in use around the world. 

Throughout the Far East we're 
standing by with full service and training 
support. So contact an Authorized Apple 
Dealer and let him show you how an 
Apple can help you do your job faster, better 
and more effectively. 

It may be one of the last times you ever use a pen. 


The most personal computer. 





5i 
appie 


For more information contact your nearest authorized Apple dealer listed on the adjoining page, 
or contact Apple Computer Inc., 20525 Mariani Avenue, Cupertino, Califomia 95014 U.S.A., TLX 171-576. 


* VisiCalc is a registered trademark of VisiCorp 


‘your job calls for a lot on pen-pushing and complex figuring, we've ^a. ^ 
If y job calls f | pen-pushing and plex figuring “W 






A new hotel has come to Thailand - 
the Hilton International Bangkok 
at Nai Lert Park. 
Its doors are open to welcome 
you graciously. 
The American Express Card, too, 
will be warmly welcomed. 


rate reduction until end 1983) 


(Introductory 25% 





Don't leave home without it. 


HILTON INTERNATIONAL 
WHERE THE WORLD IS AT HOME ~ 


Hilton International Asia Pacific: Adelaide, Bangkok, 
Guam, Hong Kong, Jakarta, Kuala Lumpur, Lahore, Manila, 
Melbourne, Okinawa, Perth, Seoul, Singapore, Sydney, 
Sydney Airport, Taipei, Tokyo Under consrruction in Karachi, 
Petaling Jaya ( Malaysia) and Tokyo 


themselves in thinking that Hongkong can 
somehow be turned into a latter-day tre- 
aty port after 1997. 

London MICHAEL & JUDITH TSIN 


e Mary Lee is in fact a Singaporean. 


Publish and be damned 


| am not unfamiliar with blunt or abrasive 
language and have nothing against such. 
metaphorical or otherwise, if it bears 
some resemblance to realities. But Hong- 
kong Financial Secretary Sir John Brem- 
ridge cannot, as you suggest he could and 
should [Shroff, Review, Aug. 25] instruct 
the securities commissioner that he wants 
the inspectors' reports on Eda and Carrian 
on his desk by the end of September, nor 
would he do so. 

The purpose of this letter is not just to 
join issue with you, but to inform your 
readers of the powers and functions of the 
commission and inspectors appointed by it 
to investigate allegations under the Secu- 
rities Ordinance of which vou do not ap- 
pear to have the slightest regard. 

The commission is a statutory body 
created under the Securities Ordinance 
and its powers and functions are clearly 
spelled out therein. It is an absolutely in- 
dependent body and takes no orders from 
anyone save that power is reserved to the 
governor to give directions. This power 
has yet to be exercised. 

Inspectors appointed by the commis- 
sion are given their terms of reference in 
writing, i.e. the matters into which the in- 
vestigation is to be made, and these are 
published as soon as possible as was done 
in both the Eda and Carrian appoint- 
ments. Their functions are to investigate 
the allegations contained in the terms of 
reference and upon conclusion report in 
writing their findings to the commission 
with a copy to the attorney-general. In 
conducting their investigations, so long as 
they confine themselves to the terms of ref- 
erence without abuse of the powers given 
them under the ordinance they have no 
fear of anyone and are completely inde- 
pendent. If it were otherwise, their report 
would not be worth the paper on which it 
is printed. 

The commission is fully aware that the 
time given to the inspectors to report is of 
great importance. Each case stands on its 
own depending on many factors, including 
the width and depth of the investigations, 
the number of prescribed persons to be 
examined and the availability of docu- 
ments and accounts. The Eda and Carrian 
cases concern such complex matters in- 
volving enormous sums of money by any 
commercial standard that it is not possible 
to direct them to report by a fixed date. 
The commission is fully satisfied that the 
inspectors are proceeding with all due dili- 
gence and the only indication I can give at 
this stage is that they will deliver an in- 
terim report on Eda sometime in 
November this year. 

As to the publication of a report, the 
power rests with the commission after de- 
livery, for Section 130(5) provides that 
“the commission may, if it is of the opinion 
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Les Hotels Meridien. 


Asia has many faces and 
speaks many languages. 


In this myriad of cultures, 


a culture new to Asia 1s 
finding a home. It is 
personified in the very 
French Meridien hotels. 
[In Tokyo, the Pacific 
Meridien towers over 
Tokyo Bay. 

In Hong Kong, the Regal 
Meridien practices the 
culinary genius of Paul 
Bocuse, in the elegant 
Restaurant de France. 


Travellers on a stopover 
in Hong Kong will ap- 
preciate the convenience 
of the Regal Meridien 
Airport Hotel. 

And opening in late 1983, 


three more Meridien hotels. 


two in Singapore and one 
in Colombo. All will be 
distinctively French. 

This is just the beginning 
of the Meridien presence 
in Asia. So for a totally 
French experience, say 


'bonjour' to Meridien soon. 
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MERIDIEN 


LES HOTELS DAIR FRANCE 


For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Meridien Reservations International in 
Hong Kong: Tel.: 3-669996. Telex: 40955 HOMRO HX. 
There are over 40 Meridien hotels worldwide in Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, 


Jeddah and many other cities 
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BARCL 


WITH 


S BANK. 


Trade regulations. Language 
difficulties. Currency problems. 
Culture gaps. 

The list of barriers to your 
foreign trade goes on and on. 

At Barclays Bank, we believe 
they can only be tackled on 
the spot. 

Which is why Barclays offers 
you the services of an unrivalled 
international network - with 
5,300 branches across just 
about every major commercial 
centre in 84 countries. 


BOTH SIDES OF THE FENCE. 

There's probably a Barclays 
branch near your own officetoo. 

So that your business is 
handled by Barclays people in 
your own country speaking 
directly to Barclays people over- 
seas-giving you a faster, more 
efficient and more responsive 
service. 

Pointing out foreign market 
opportunites. FOE 


introductions. B 3 


Making local LJ". 1E hb 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 





And helping you through 
local regulations and procedures. 

And with total assets of US 
$95 billion (as at 31 Dec. 1982) 
Barclays has the financial 
strength to deal with any project 
you may have in mind too. 

So next time you're con- 
fronted with a barrier to your 
foreign trade, talk to Barclays. 
You'll find were uniquely 

i placed to help 
mede you make a 
ar breakthrough. 
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Bim ibm om 


nat it is a the public interest to d 
Ue the whole or any part ‘of a 
ander this section to be printed Vim 
lished." In respect of Eda and Carrian no 
one can say anything about publication 
until a report has been received and consi- 
dered under the above section, though for 
myself I can and do say it will take very 
weighty matters indeed to convince me 
ad it will not be in the public interest to 
blish, the reports and suppress them in 
or in part. 

This leaves only a paragraph of your ar- 
ticle which, to make myself clear, I quote: 

"As recently reported by Shroff 
[REVIEW, Aug. 11] it is now being said 
that the Eda report cannot be expected 
before next spring and that the Carrian re- 
port will take even longer. Worse yet, it is 
now questionable whether the promise to 
publish the results of the inquiries will be 
kept. In such circumstances, suspicions 
that the inquiries so far have turned up 
names of business leaders which the estab- 
lishment deems it would be impolitic to re- 
veal become overwhelming.” 

If by that you mean or suggest that the 
commission, which I have the honour of 
chairing, with the power of aye and nay 
over publication, is capable of sweeping 
dirt under the carpet or being cowed into 
suppression by reason that big names are 
involved, then all I need say to you, sir, is 


be damned. A. ZIMMERN 
Chairman 
Hongkong Securities Commission 


e Zimmern's bombast attempts to dis- 
guise the fact that the commission is not 
independent of the government. Not only 
does a senior official sit on it, but the Sec- 
urities Ordinances states clearly: “The 
governor may give such directions as he 
thinks fit [either generally or in an y parti- 
cular case] with respect to the exercise and 
performance by the commissioner or the 
commission of [their] powers, duties and 
functions.” 

Similarly, the commission is free to set 
the parameters of inspection and a time- 
frame for inspectors’ activities. 

Now that Zimmern has assured the pub- 
lic that the interim Eda report will be ready 
by November, will he also assure that it 
will be promptly published? It is now 
seven months since the inspectors’ report 
into Dollar Credit (Holdings) was deliver- 
ed to the commission. It has yet to be pub- 
lished. Why? 


Fretilin and friends 


In his report of the Australian parliamen- 
tary delegation’s visit to East Timor 
(REVIEW, Aug. 18) Peter Hastings stated: 
“There has been no shooting between In- 
donesian soldiers and Fretilin groups this 
year, due largely to two men . . .” He then 
informed us that the two are the com- 


mander of the Indon: ‘orces in the 
province, Col Purwan ' East Timor 
Governor Mario Car) 

As it takes two ad: ot two al- 
lies, to make a war any sub- 
sequent ceasefire — it the two 
men named should ə been the 


Fretilin's photograph: it takes two. 
protagonists: Purwanto and his 


Xanana Gusmao (also known as *Sha Na 


Na"). Indeed it was this pair who arranged — 


the ceasefire. A photograph in a recent 
Fretilin booklet, Fretilin Conquers the 
Right to Dialogue, shows the two men in- 
specting Fretilin's letter of demand to In- 
donesian President Suharto. 

When Fretilin handed the letter to 
Purwanto in March it promised a cease- 
fire until an answer was forthcoming. 
The meeting was held in a Fretilin-con- 
trolled zone which, if nothing else, indi- 
cates that the initiative in East Timor does 
not lie entirely with Jakarta. 

Finally, may I query whether it was the 
Indonesian “people” who bestowed the 
title “Father of Development” on 
Suharto, as stated in the same issue’s 
FOCUS on Indonesian industry? 

Bundanoon, NSW ROBIN OSBORNE 


Prisoners of conscience 
Your cover story on Bangladesh 
[REVIEW, Sept. 1] gives an expatriate 
Bangladeshi an insight into the situation 
prevalent in his home country. But what is 
conspicuously missing is any mention of 
political prisoners still being held by the 
regime. 

Do we have to await the end of a regime 
before facts are highlighted? To quote from 


' your own story: “Ershad. is reaping, mE 


of [Ziaur Rahman’s| brutality. After 
ruthless execution of more than 2,000 of- 
ficers and men for suspected disloyalty . . .” 
One might add that Col Taher did not live 
to the end of the Zia regime and ex-presi- 
dent Khandakar Mushtaque Ahmed s 

the duration of Zia's rule in Rajshahi Cen- 
tral Jail. 

Political prisoners should be mentioned 
in any comprehensive coverage of 
Bangladesh. Prisoners of conscience, 
once forgotten, give a regime a sense of 
legitimacy it does not deserve. 

London W. K. AHMAD 


Sri Lanka's answer 


The problem of racial violence in Sri 
Lanka could have been nipped in the bud 
25 years ago if the political parties had re- 
frained from making it a ball game for 
short-term gains. All parties are to blame 
— Sinhalese and Tamil. As a result, the 
country has taken a very severe beating 
and has to pay the penalty. 

It was ironic that it had to happen to a 


ite: 
number, the head of the Fretilin forces, __ 
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have aga n returned to | = 
Let us hope some realistic, bol step will i 
be taken. For if the parties pander to the 
small number of fanatics and diehards 
ot there will surely be a repeat performance 










Specialist staff: are requie by th the v Depárttülint ot Primat. Industry in Pap 
New Guinea to implement an Agricultural Support Servic Project with World : 
Bank assistance. 


|| Positions marked with an asterisk are available - now. 
: TNT 1984. ` 


TIEF AGRICULTURAL ECONOMIST (K20720) © i 
| .a small section of professional economists advising the pennant on j] 
pa wide range of perennial crop industries, food production, commodity 

| projections and marketing, research and policy. | 


d Experience, initiative and ability to lead are essential. 


PRINCIPAL AGRICULTURAL ECONOMIST (Kt9r20) | 1 
indertake iei der analysis. and develop a forecasting method for outp ut, | 
incomes and emp ama projections in the rural sector, particularly related to 
the major perennial crop industries. 


Experience and proven research abilities essential. 


SENIOR AGRICULTURAL ECONOMIST «re 


Three: positions) 


*PROJECT ANALYST 
To participate in the preparation, UNA evaluation and negotiation of a 
broad range of agricultural and rural development Bile 


*FARM MANAGEMENT . 
and implement a computer-based method for preparing an annual 
lel budgets for perennial and annual crops and livestock activities to be 
Government staff and statutory bodies. 


| FARMING SYSTEMS RESEARCH 

. To work as part of a multi-disciplinary highlands food crop research team 
investigating the potential for productivity increases in sweet-potato based 
farming systems. 


| SENIOR RURAL PLANNING OFFICER. (K17870) 

“To Co-ordinate the preparation of the export industries component of the 
national agricultural development plan, especially public sector activities. 
Monitor public and private sector performance. 


Appropriate Misa qualifications are essential. Developing country experience 
in agricultural pi anning and public administration is desirable. 


a SENIOR RURAL STATISTICS OFFICER (K17260). | 
| Lead a small processing and co-ordination unit within the Statistics Section. 
| Review present data collection methods and suggest ways for co-ordinating. | 
| Design suitable forms and questionnaires for statistical surveys. Undertake 
computer analysis of statistical data from surveys and other sources. | 


| Appropriate tertiary qualifications are essential. Developing tend eee 
(ds PEU ante 3 























































Others available F 


































EMPLOYMENT CONDITIONS 


S issued by PNG Government for 3 year periods. T 
n integral part of the contract. 


SALARIES shown for each position above (PNG Kina) are "under review. Paid : 
fortnightly. ‘Gratuity 24% taxed at 2%. Current exchange rate: K1 = $US1.15.. 


HOUSING provid t subsidised rental. Delays may be Specie in obtaining || 
housing in town i hotel accommodation provided. | | 


EDUCATION == onal primary. schools in main centres, secondary | | 
| Schools in Port More nd Lae. Government subsidies over as edusation | 1 
where necessary. — | B ES 


LEAVE FARES provided every 18 months. Leave accrue 5 ) weeks | per year. | 
APPLICATIONS should be mailed by 20th October. | s 


d Applic ants should send CV; phone contact; name, address an 
airmail to the following address. Detailed information ava 
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` OH. | ‘Dunstan, 


Singapore 










and Peat, Marwick, Mitchell & Co., 


Hongkong 


| ing ng Th į parenii tom E. pawning pam 


in a few years. 
K. HUSSEIN 


The initials M. MacL. recording the- 
authorship of a review in your Books” 


| Extra section [REVIEW, Sept. 8] intrigue - 


me, but I don't suppose they should. 


PHILIP HADDON-CAVE 
Chief Secretary 


Hongkong 
e The initials, not to. be confused with 
those of Hongkong's former governor Sir 
Murray (now Lord). MacLehose, belong 
to REVIEW news editor. Mike - Mac- 
Lachlan. 





We note with t UL your article accusing 
our accountants, Kwan Wong Tan & Fong 
of 
“standards [Shroff, 


adopting casual. 


REVIEW, July 7]. 


Your confusion may arise as a result of 
the change in accounting terms used. If re- 
ferences were made to our reports, one 
would note that the term "properties held 
for development" which was classified 
under non-current assets in 1981 was split 
into “properties held for E Lei | 
and "properties ünder development" 
1982, both of which were still classified i i 
non-current assets, and “properties under 
development” classified under current as- 
sets in 1981 were shown as "properties for 
resale" in 1982 as all the buildings were 
completed. Should a comparison be made 
between the accounting policy for “prop- 
erties under development" in 1981 and 
that for "properties for resale" in 1982, 
one should find that they are the same. 

There has been no change in our ac- 
counting policy whatsoever. ^ ^c. p. MAN 


Executive Director 
_ ternational City Holdings 


@ Man’s letter éxpticitly acknowledges 


that the same accountancy term "proper- 


ties under development" had two com- 
pletely different meanings in the 1981 and 
1982 accounts. Yet, as previously stated 
by Shroff, no. mention is made of this 
change in definitions in the 1982 accounts. 
Shroff's "confusion" — and the share- 
holders’ —— IS therefore u understandable. 


Apologies for’ an error in my article [The 
Sth Column, REVIEW, Aug. 4]. It was in 
— not 1935 — that the law prohibit- 









Unless common sense pre- 
vails, 1983 may seal the 


fate of Hongkong. Although 
Chinese leader Deng Xiao- 
ping recently offered assur- 


ance that Hongkong's fu- 
ture can be determined to 
the satisfaction of both 
China and Britain, Hongkon 
pressed. Britain has now decided to maintain its 
position at the next round of talks, and to offer 
no compromises. Hongkong officials are also 





remains unim- 


disturbed at the choice of Richard Evans, a relative unknown, as the 
successor to British Ambassador to Peking Sir Percy Cradock. 
Review editor Derek Davies analyses the effects of these develop- 
ments on the talks that start on September 22 (page 14), and ron 
kong correspondent Teresa Ma examines the impact of changes in 
Hongkong's executive and legislative councils (page 17). 
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Page 18 

The Roman Catholic Church be- 
comes the rallying point for the 
Philippine opposition in the wake 
of Benigno Aquino's killing. 


Pages 27-32 
= ils The mystery over 
the real reasons 
for the shooting 
down of KAL 
Flight 007 may 
'| never be cleared 
up, but the Rus- 
sian psyche has a 
lot to do with it. 
Meanwhile, the in- 
cident has an effect on a group of 
the world's forgotten people. It 
also provides a boost for Western 
defence plans. 
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A flurry of official visits provides 
evidence that the strains in Sino- 
United States relations are eas- 
ing. 


Page 44 

The South Pacific Forum meeting 
in Canberra shelves a number of 
controversial issues. 


Page 45 

The Thai Government agrees to 
reconsider a measure which 
could muzzle the press. 


Page 48 

Two reports on Japanese de- 
fence show an increasing tilt to- 
wards Washington. 
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A booming barter trade with India 
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E guards blamed 
f killings 
7A high- siding otf official of the 
Indonesian armed forces 
T (Abri) said that about 50 mem- 
rs of the civil guard (Hansip) 
“in East Timor were responsible 
forthe August 8 killing of 14 of- 
fiers. of an Abri engineering 
corps. The culprits fled into the 
. hills with their families, the of- 
= ficial said. The Hansip men had 
tormerly belonged to Fretilin, 
| m > Timorese Liberation 
Front. 
4 There is speculation that 
‘they felt compelled to dem- 
dm strate their loyalty to the 
stilin cause before their 
for ner iebel allies, who have 
been holding talks with In- 
lonesian authorities, reached 
af agreement with Jakarta, the 
d ‘official added 
L— The Abri official confirmed 
E rep Orts that an Operation was 
oder way to hunt down the 
Ha ip members responsible 
pe killings. 
- SUSUMU AWANOHARA 


poe pledge by 


: m) 
NN, 





s Y uth Korean President Chun 
E 2 » Hwan have pledged to 
Work together in the interna- 
[do ial community to guarantee 
—the safe flight of civilian air- 
pon ait, officials here said. The 
Ordanian monarch arrived 
he re on September 11 for a 
-day inspection of military 
. E nd industrial facilities, accom- 
— panied by a 15-member entour- 


age. 

y E els discussion with 
— Chun focused on bilateral rela- 
, tions, including closer 
tee onomic ties. South Korea 
“a $ US$100 million worth of 
AY fistruction projects in Jor- 
-T dan. Although Amman recog- 
~ Mises North Korea, it has 
closely supported Seoul’s stand 
at the United Nations. 


— SHIM JAE HOON 
| cabinet / 
$ í 


In a minor cabinet reshuffle, 
Prime Minister Lee Kuan Yew 
- has given wider responsibilities 
to some second-generation 
— Jeaders of the ruling People's 
- Action Party. Minister of State 
for Defence Yeo Ning Hong 
and Minister of State for Law 
a Home , Affairs $. 


E. 
b 
- 


Hussein of Jordan and 


Jayakumar concurrently have 
become acting ministers of 
communications and labour re- 
spectively. 

Wan Soon Bee, who was à 
political secretary to the prime 
minister, has been promoted to 
minister of state without 
portfolio, Minister of State 


Wong Kwei Cheong was trans- 


ferred from the Labour Minis- 
try to the Trade and Industry 
Ministry 
The labour and communica- 
tions portfolios. were relin- 
quished in April by Ong Teng 
Cheong, who now heads the 
National Trades Union Con- 
gress. Yeo and Jayakumar are 
expected to be made full- 
fledged ministers next year, 
when a major cabinet reshuffle 
may take place in advance of a 
general election in 1985. 
— V. G. KULKARNI 


Mrs Marcos talks 
about resigning 
Philippine President Fer- 


dinand Marcos’ powerful wife 
Imelda has announced that she 
is seriously considering step- 
ping down from her many posts 
before elections for the Na- 
tional Assembly next May. Her 
jobs include being a member of 
the Executive Committee 
which would run the country if 





Mrs Marcos: many posts. 


her husband resigned or was in- 
capacitated. She is also minis- 
ter of human settlements and 
governor of Metro-Manila. 
She said she would prefer to 
move to the private sector 
where she would be better able 
to help her development pro- 
grammes. 

A predictable clamour for 
her to stay in office came from 
her supporters within the gov- 
ernment and the ruling 
Kilusang Bagong Lipunan; 
many of whom owe their pos 
tions to her. — GUY SACERDOTI 


I. aj in 





BUSINESS 


Singapore's Far 

Eastern Bank probed 
Singapore police are inves- 
tigating the Far Eastern Bank 
under the Banking Act and the 
Companies Act. At least one 
senior officer of the bank is 
known to have been ques- 
tioned by the commercial 
crimes division of the Criminal 
Investigation Department in 
connection with loans made by 
the bank. Earlier this year 
three government-controlled 
companies — Intraco, Sem- 
bawang Shipyard and Sheng Li 
Holdings — tried to buy a 
minority stake in the privately 
held bank. But the Monetary 
Authority of Singapore did not 
approve the bid. 

—V.G. KULKARNI 


doe a Mete iem 
record low 

The Hongkong dollar plunged 
to yet another record low of 
HK$7.89 to US$1 early on Sep- 
tember 14, just days after the 
government-backed cartel of 
local banks boosted the prime 
lending rate 1.5 points to 13% 
in a vain attempt to halt the 
panicky plunge of the cur- 
rency. 

Since the end of 1982 the 
Hongkong dollar has fallen 
13.1% on its trade-weighted 
index, which measures the cur- 
rency's performance against a 
basket of 15 others. But the 
worst decline has been against 
the US dollar, from about 
HK$6.51 at end-1982 to the 
latest low. The fall, which has 
seen a tandem decline on the 
local stockmarket, has been 
fuelled principally by uncer- 
tainty over Hongkong's politi- 












cal future. — PAUL SILLITOE 
indonesia plans US$250 
million Euromarket issue 


Indonesia is planning a US$250 
million issue of floating-rate 
notes on the Euromarket. The 
proposed terms (interest at 
0.25 of a percentage point over 
the London inter-bank offered 
rate and à maturity of seven 
years) arë somewhat tougher 
than in previous issues. Jakarta 
is also arranging a private 
placement of Deutschemark 
bonds. 

The terms of this issue are 
not known but it is thought 
the amount is DM 100 million 
(US$37.5 million) and the 





maturity five years. These bor- 
rowings follow. several others 
which Jakarta has arranged for 
the current fiscal year 
(REVIEW, Sept. 8) and given 
the better-than-expected cur- 
rent-account situation, may 
bring cumulative borrowings 
for the year very close to the re- 
quired level. 

— SUSUMU AWANOHARA 


Nl 

to share 

Malaysia and Singapore have 
agreed to share electricity from 
the end of 1984. A M$31.5 mil- 
lion (US$13.4 million) project 
will install circuits capable of 
transmitting 200 mws of elec- 
tricity between power stations 
in Johor and Singapore. 

The agreement follows a 
similar 1981 link-up between 
Peninsular Malaysia and Thai- 
land and is seen as another step 
towards the proposed “Asean 
grid.” Malaysia s National 
Electricity Board says five 
more power-sharing arrange- 
ments are being negotiated be- 
tween the Asean states. 

— JAMES CLAD 


Asia overtakes Europe 

in US trade ledger 

For the first time, the United 
States conducted more trade 
last year across the Pacific than 
across the Atlantic. Statistics 
compiled by the Los Angeles- 
based Security Pacific National 
Bank reveal that trans-Pacific 
trade amounted to US$121.2 
billion in 1982, while trans- 
Atlantic trade was US$115.8 
billion. Trans-Atlantic trade 
had a US$2.3 billion advantage 
in 1981. 

The trend is expected to con- 
tinue, as Asian economies are 
growing faster than those of 
Europe. One problem for the 
US is that it has been running a 
trade deficit with Asia while 
enjoying a trade surplus with 
Europe. During 1982, accord- 
ing to Security Pacific, US ex- 
ports to all its East Asian trad- 
ing partners except South 
Korea fell, while imports from 
the region rose. 

According to the bank's fig- 
ures, machinery and electrical 
equipment accounted for the 
largest share of US exports to 
Asia. Next largest was cereal 
grains. Cars and lorries from 
Japan accounted for almost 
US$14 billion of the total US 
import bill of/US$73.4 billion. 

— ROBERT MANNING 
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A major dc ar 
dominant military-b: ! c 
grouping in Indonesia, Golkar, - 





State Secretary Sudharmono will | 
replace Amir Murtono as general 
chairman of Golkar, and Sarwono 
Kusumaatmadja and Akbar 
Tanjung, respectively secretary and. 
assistant secretary of the- 
development faction in parliament, 
are candidate the Golkar. 
secretary-generalship, which is 

| vacant. The changes will reflect a 

|: desire to bring disciplir 
~ direction into Golkar’ 
activities. 


- AN INDIAN CRUISE 


India is developing an air-launched, 
subsonic Cruise missile capable of 
carrying either conventional or 
nuclear warheads. The missile is 
expected to be ready before the end 
of the decade. Zs dia is also planning 
to develop launched 
jissile to be 

















s day-to-day - 













fired from dnd Although 
India has persi nied it has 
any intention g the 


rape to Wage nuclear war, it has 










si (Sept. 8). A 









for 13 years i in Wuhan, ti h hina Daily said. 
Elder statesman Deng Xiao 
future of Hongkong: could be resolved to the 


satisfaction of Chi | 









er Edward Heath re- 
ian Foreign Minister 
Ali Akbar Velayati met his Chinese counter- 
part Wu Xueqian i in Peking (Sept. 12). 


HONGKONG 


Police. conducted an extensive search on 


premises associated with the Carrian group of 
companies (Sept. 10). Typhoon Ellen hit the 
territory causing several deaths and hundreds 
of injuries, it was reported (Sept. 11). Police 
raids on the Carrian headquarters were 
triggered by information which surfaced dur- 
ing investigation into the murder of Jalil Ib- 
rahim, a banker with Bumiputra Malaysia Fi- 
nance, it was repone (Sept. 12). 


JAPAN js 
Ac child's body and part of what was be- 
lieved to be the tail of Korean Air Lines Flight 
.007 were washed up on the northern coast of 
Hokkaido, local police said (Sept. 9). The 
body of a woman believed to have been a 
passenger aboard Flight 007 and an identity 
card belonging to a Canadian woman were 
discovered on Hokkaido (Sept. 11). A head- 
less body believed to have been from the 
o downed airliner washe 

































_ "| developed is designed to : 
which holds its congress next month. |: 





g was jailed | 


and Britain, former | 


hed ashore on a beach | 





: produce small nuclear warheads for 
Cruise missiles. The missile being 
ttack 
command and control centres, ships 


| and runways. 


| THE BRITISH ARE COMING 
Reflecting its growing nee in the 
region, British Petroleum is ._ 

| planning to open an office i in | 
| Bangkok before the end of the year. 
BP currently coordinates its Asian 
network of oil exploration plus other 
activities from a regional 
headquarters in Singapore. The new 
Thai unit is expected to concentrate 
initially on petroleum exploration. 
Sources say it is also keen to get into 
refining and certain sectors of the 








planned downstream petrochemical. 


industry. 


GIVING THE GAME AWAY 

The Japan Defence Agency (JDA) 
was most reluctant to release the 
tapes of the conversation of Soviet 
pilots involved in shooting down the 
Korean Air Lines Boeing 747 — and 
now feels its foot-dragging was 
justified. Following the release of. 
the transcripts, the Soviets have 


over the Sea of Japan, the Japan. Defence 
Agency said (Sept. 13). gu 


MALAYSIA = 
The government reasserted its dnt: to a 
Vietnamese-claimed islet in the Spratly ar- 
chipelago, telling Vietnam that it has alwavs 
been part of Malaysian territory (Sept. 9). 


i NEPAL | ! 
More than 100 students staged a protest in 
front of the Pakistani Embassy in Kathmandu 
to demand the restoration of democracy in 
Pakistan, it was reported (Sept. 7). 


PAKISTAN 

President Zia-ul Haq began a four-day tour 
of the troubled Sindh province (Sept. 8). 
Anti-government protesters stoned Zia’s 
motorcade during his visit to Dadu in Sindh 
province (Sept. 10). Anti-martial law protes- 
ters burned an oil tanker in Sindh (Sept. 11). 


PHILIPPINES 
Imelda Marcos, wife of President Fer- 
dinand Marcos, said she had nothing to gain 


from the assassination of Benigno Aquino. 


and was considering resigning all her govern- 
ment posts next year (Sept. 8). The chairman 
of the commission investigating Aquino's 


| murder, Supreme Court Chief Justice En- 
| rique Fernando, received threats against his 
life, a commission spokesman: said. Aaa 


| and extent of Japanese inte ige 


near Wakkanai (Sept. 12). Japanese fighters _ 
scrambled in response to the appearance of 
Soviet aircraft, including Backfire bombers, 













cade. They hav : 
reduced the numb. 
communications, le: 
thirds drop in the vo 
traffic monitored by 
stations. Japanese source: 
while the Soviets are awa: 
| Japanese electronic survei 
published transcripts have | 
them the first evidence of the 


































gathering ability. 
THE GOH-AHEAD - 


Plans for expansion and 
diversification by government- 
controlled companies in Singapo 
in future will have to be a 
in principle by First Depu 
Minister Goh Keng Swee 
known to be particularly dis 
with recent moves by some sta 
backed firms to venture into fi 
of activity in which they have 
neither expertise nor exi 
The government also wa 
correct the impressior 
foreign businessmen t 
sector has a free hand in encro: 
upon private enterprise as lo 
| the state benefits from it. 











































Marcos ordered the release of 37 po 
prisoners (Sept. 10). The judicial pa J 
tigating the murder of Aquino decide: 
pend its work until the Suprem 
rules on challenges to its legality ( Sept. 


































SOUTH KOREA ; | 
Soviet Foreign Minister Andrei G 
charged that the Korean Air Lines j 
downed by a Soviet fighter pilot was on 
mission for United States intelligence. 
7). King Hussein of Jordan arrived on 
cial visit. The Soviet armed forces 
staff, Marshal Nikolai Ogarkov, said 
decision to shoot down Flight 007 3 was nc 
accident or error and the next spy plar 
ventured into Soviet airspace would 
destroyed, it was réported (Sept. 10). . 


THAILAND 


igen motion to aane tecking £1 
confidence vote against Interior Minis 
Sitthi Jirarote Car id 9). More than 30 So et 


left Thailand in the past two weeks; h 
Bangkok Post reported (Sept . 12). A mm 
tossed a grenade at the Bangkok office of th 
Soviet airline Aeroflot, police repari (Sept 
13). 


VIETNAM ox 
Vietnam demanded that Malaysia 
its troops from a disputed islet in the $ 
archipelago, the Vietnam News 
T a | i 
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There are increasing fears that Whitehall is not worried about 1997 


By Derek Davies 







One small ray of 
sunshine penetrated 
the gloom over- 
hanging a typhoon- 
ravaged Hongkong 
BW in mid-September 

— the assurance by 
Chinese leader Deng Xiaoping that the 
community's future can be resolved to the 
satisfaction of both Britain and China. 
Exhibiting Peking's taste for féting politi- 
cal has-beens, Deng chose to give the mes- 
sage of good cheer to a visiting former 





British prime minister, Edward Heath. 


Hongkong remained unimpressed, and 
the political gloom deepened as the wea- 
ther improved to reveal the wreckage 
caused by Typhoon Ellen. Despite an ef- 
fort to halt the continued weakness of the 
Hongkong dollar by raising interest rates 
by 1.5%, the currency dropped further 
against all other major currencies. 

The portents were bad in London, too. 
Sir Edward Youde, governor of Hong- 
kong, flew there recently for consulta- 
tions, at which, according to informed 
sources, it was decided that during the 
next round of negotiations Britain would 
stick to its guns and offer no compromises. 
These tactics, reportedly adopted partly 
for political reasons and partly because it 
was felt that any move towards com- 
promise at this time might be interpreted 
as weakness by Peking, are likely to puzzle 
and infuriate the Chinese negotiators. Pe- 
king has already indicated it regards this 
set of talks as the final series, leading to an 
agreement. "There will be blood on the 
floor," said one well-informed source. 

Senior Hongkong officials are also dis- 


‘turbed by the choice of a relative un- 


known, Richard Evans, as the ambas- 
sador to replace Sir Percy Cradock in Pe- 


king later this year. Although a Chinese 


speaker, Evans is not known to have had 
much experience in international negotia- 
tions and is not regarded as the strongest 
candidate for a vital post as the negotia- 
tions over Hongkong enter their final 
phase. 

Even without this knowledge, the 
people of Hongkong have evidently con- 
cluded — quite justifiably — that the next 
round of talks on their future, due to begin 
in Peking on September 22, are likely to 


‘achieve little progress. With the Hong- 


kong dollar at an all-time low, local bank- 
ers confirmed a massive move from local- 
currency savings accounts into US dollar 
accounts. The Hang Seng Index, which 
broke through the 1,000 mark during the 
period of optimism preceding the first 
round of talks in Peking in July, was float- 


14 


ing around not much above the 900 mark. 

The failure of official efforts to prop up 
the currency may, however, help to edu- 
cate Peking in the realities of the market 
place. It may be obvious to those used to 
living in a market economy that confi- 
dence in a currency cannot be decreed. 
But it has not been so apparent to Peking 
which has always — in imperial as well as 
communist times — been used to ruling by 
fiat, and which claimed to regard previous 
bouts of Hongkong currency weakness as 
having been engineered by the British for 
political purposes. 

Piles of applications from would-be 
emigrants fill the in-trays of local consu- 
lates and commissions. Among the profes- 
sional middle classes and others with de- 
sirable qualifications, the talk, with their 


Cradock: he will be missed. 





children in mind, is increasingly of making 
a new home elsewhere. 

The gloom has been created by the 
clumsiness with which all three main par- 
ties involved — the governments of Brit- 
ain, China and Hongkong (though China 
does not recognise the latter's standing as 
a separate entity in the negotiations) — 
have handled the affair so far. China has 
continued its ill-coordinated campaign of 
propaganda along classic United Front 
lines under the slogan: “Gangren zhigang 
[self-rule by Hongkong people]." 


eanwhile, its emissaries in both Hong- 
kong and London continue to em- 
phasise that China will not be satisfied 
by reasserting nominal sovereignty. 
Sovereignty will be extended over every 
aspect of life in Hongkong — its adminis- 


tration, its defence and foreign relations 


Does anybody care? 


and its finances (including its currency and 
reserves ). 

In theory, the acquisition of such pow- 
ers would still enable China to implement 
its assurances that, as a special adminis- 
trative region, Hongkong would con- 
tinue to enjoy most, if not all, its present 
freedoms. But China's public refusal to 
contemplate a continued constitutional 
link with Britain after 1997 could not be 
better calculated to weaken confidence, to 
encourage speculation against the Hong- 
kong dollar and to discourage all invest- 
ment which cannot guarantee a return 
within a very few years. 

The leaks and statements by Chinese 
leaders themselves minimise confidence 
in the sincerity of China's assurances 
about the future, for they demonstrate a 
willingness to renege on promises — that 
given to British Prime Minister Margaret 
Thatcher to preserve confidentiality about 
the negotiations plus other assurances that 
they would say nothing to harm Hong- 
kong. The financial and monetary damage 
caused (and the decision to put up interest 
rates) completely refutes claims peddled 
by China's mouthpieces that the weakness 
of the dollar and the stockmarket had 
been deliberately engineered. 

Of course, it could be argued that 
China's public statements are simply a 
bargaining position. By repeating them, 
however, China is painting itself into a 
corner, making it progressively more dif- 
ficult for negotiators to reach an agree- 
ment acceptable both to Peking and Lon- 
don — to say nothing of Hongkong. 

A growing number of observers in 
Hongkong, in particular the hard-line 
group of Chinese Unofficial Members of 
the Executive and Legislative Councils 
(Umelco), are beginning to share 
Thatcher's post-Falklands contempt for 
the British Foreign and Commonwealth 
Office (FCO) as a collection of “wets.” 
The FCO, apart from cliched assurances 
by such personages as Minister of State 
Lord Belstead, has failed to demonstrate a 
solid commitment to the post-1997 wel- 
fare of the people of Hongkong. 

Britain's latest Nationality Act only 
served to confirm that Hongkong citizens 
have no right to residence in Britain (a 
right first removed in 1962). But the sub- 
sequent attempt to downgrade Hongkong 
passports with the insulting stamp, *Hold- 
er is subject to control under the Immigra- 
tion Act 1971," came as an unwelcome re- 
minder that, whatever the problems 
Hongkong people face in the future, Brit- 
ain is not prepared to solve them by pro- 
viding a sanctuary. 
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Hongkéüg residénts were » ilietiioned by 
Foreign Secretary Sir Geoffrey Howe 
when he summoned Sovie 

^Nictor Popov to the: FC 
strong condemnation. But the FCO seems 
. hardly conscious of the need not only to 
_ Tepresent Hongkong ut to be seen to rep- 
resent it. i à 







O express his 









T present British r haskbado to Peking 
has by all accounts proved an admira- 
ble advocate in the Peking negotiations so 
far. Cradock is forthright, to the point and 
unflappable and has earned the respect of 
his Chinese opposite numbers for his bar- 
gaining powers. However, though the fate 
of more than 5 million people depends 
largely on his advocacy, he is adamant in 
his intention to retire at the end of the 





year. Those close to him confirm that his 
wife's. health allows him no alternative, 
but his loss will be sadly felt. 

The decision to allow Hongkong's pre- 
sent political adviser, Robin McLaren, to 
míss the last session of talks in Peking and 
go on holiday was also construed in some 
quarters in Hongkong as evidence of a 
less-than-total. commitment. The banal 
fact 1s that McLaren had paid a deposit to- 
wards the rent of a farmhouse in France 
and the FCO bureaucracy would not agree 
to reimburse him if he cancelled his book- 
ing. He therefore went on leave — with 
Youde's full approval. 

His assistant, Richard Margolis, re- 
, placed him at the final meeting — a sub- 

 Stitution which excited some speculation 
at the time. But once again the FCO had 
failed to demons À rat ! 
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A further loss of confiderice in the FCO 

could greet the choice of Cradock’s succes- 

sor. “Until recently the favourite for the 
t was Alan Donald, at present assistant 

of state for the Far East 


T ary 
and: a former political adviser to the Hong- 


kong Government. A popular and energe- 
tic Chinese speaker, Donald is, however, 
reportedly one of the FCO officials iden- 
tified in the minds of Umelco as an advo- 
cate of an “honourable withdrawal" by 
Britain. 

It is thought that the Executive Council 


demonstrated its power by helping to deny | 


Donald the Peking ambassadorship. 
Others reportedly on the short list were 
David Wilson (another former political 
adviser) and Richard Samuel, at present 
deputy high commissioner in New Delhi. 

Compared with these candidates, 


. Evans, at present deputy undersecretary 


of state at the FCO, is something of a dark 
horse. He was not popular among many of 
his colleagues in some of his previous 
posts, including Peking and Paris; report- 
edly he does not enjoy good personal rela- 
tions with Sir Anthony Parsons, former 


British ambassador to the United Nations | 
since brought by Thatcher to London to | 
| ee 


function as her personal adviser on foreign 
policy. 

As Parsons presumably approved the 
appointment, the move has been inter- 
preted in Hongkong as yet further evi- 
dence that the future of Hongkong is not 
very high on the priority list of problems 


facing No. 10 Downing Street. It has also. 
been noted that Evans has served under | « 


Youde in the past, which would cert 
change the relationship that has exi 
far between ambassadors in Peking 
governors of Hongkong. 

One senior Hongkong official com- 
mented that the FCO appeared to regard 
an ability to speak Chinese as. an essenti: 
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qualification for the job. But it was far | 


more important, he felt, that the Britis 1 
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public relations blunders and lost oppor- 
tunities, wondered aloud why the British 
consistently mishandled important visits 
to China, in view of the agreed necessity to 
persuade the Chinese of the validity of the 
Hongkong case and the worries of the 
Hongkong people. Thatcher herself had 
gone to Peking first and thereafter came to 
Hongkong, where she predictably faced a 
barrage of questions from the press. If her 
trip had been made the other way around, 
the Hongkong press could have been told 
of her intentions and hopes while the 
Hongkong establishment could have 
played its part in educating her betore she 
met Deng. 

Heath followed the same pattern, meet- 
ing Deng first and then coming to Hong- 
kong, having missed the opportunity to 
convey Hongkong's case to the highest 
level of the Chinese Government. 

Heath predictably impaled himself on 
Hongkong's bristly sensitivities. Anxious 
at once to use any weapon against the 
woman who usurped his leadership of the 
British Conservative Party and to dem- 
onstrate the statesmanship which he be- 
lieves he brings to the conduct of foreign 


relations, he criticised the Iron Lady for 
the manner in which she raised the future 
of Hongkong and emphasised his long, 
close and friendly relationship with Deng. 
He made these remarks at a private dinner 
given by Umelco, whose members failed 
to remind Heath that he had raised the 
matter of Hongkong's future in various 
contacts with Deng since 1974. 


uring the lively discussion which fol- 
lowed Heath's remarks, Heath took 
Offence at what he imagined to be an infer- 
ence that he had too easily concurred with 
Deng's arguments and that he had failed 


“to put Hongkong's case adequately. Al- 


though no inference that he had been 
brainwashed in Peking had been in- 
tended, Heath petulantly staged a childish 
walkout, refusing the dinner which 
awaited him. 

London and Hongkong had forfeited 
another opportunity — one that will not 
reoccur before the talks recommence later 
this month. Againstthis loss there may be 
one small gain: any group which punctures 
Heath's pride and arouses his wrath stands 
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to win much warm approval from the Iron 
Lady. 

Such failures can be laid at Hongkong's 
door as well as London's. Further, the 
Hongkong Government has completely 
failed to demonstrate to the community 
that it is a caring regime with both the pre- 
sent and future welfare of its people at 
heart. Youde and: Chief Secretary Sir 
Philip Haddon-Cave are both excellent 
administrators. But Youde despises pub- 
lic relations (for which he has little gift 
anyway) and refuses to waste time on 
"pressing the flesh." Haddon-Cave does 
his best — but is not at his best when tour- 
ing a housing estate or viewing typhoon 
damage. 

Thus, while the wheels of Hongkong's 
administration are running more 
smoothly than during the MacLehose de- 
cade, the government lacks presence and 
appears more remote and less human. The 
air of unreality was typified when Had- 
don-Cave recently spoke of the impending 
visit to Hongkong of Richard Luce, FCO 
minister with special responsibilities for 
Hongkong affairs. Luce is due to arrive in 
Hongkong on September 26, a few days 


after the Peking talks resume. His visit will 
probably coincide with Cradock’s arrival 
in Hongkong. But Haddon-Cave de- 
scribed Luce’s trip as “routine,” having 
“no direct connection with the negotia- 
tions.” 

Exercises in public relations are hardly 
vital, and are best not done if they are 
done badly. By and large the people of 
Hongkong remain largely unimpressed by 
“foreign devil” administrators performing 
public walkabouts. But much more 
important is the absence of any Hongkong 
answer to the gangren zhigang prop- 
aganda line being pushed by Peking. 

Hongkong officials are frustrated by the 
"sealed-lips" confidentiality imposed by 
Thatcher and are reduced to humiliating 
repetitions of formula answers to increas- 
ingly intense questions about the future. 
The British silence continues to alienate 
other countries and interests — Ameri- 
can, French, German and Japanese in- 
cluded, who feel they have a considerable 
stake and sizable investments in Hong- 
kong and good reasons to impress on Pe- 
king their desire that Hongkong should go 


on functioning much as it has Wine past. 

Further, the Hongkong Government 
has given no hint that it is contemplating 
either the acceleration of its own localisa- 
tion programme, promoting Chinese civil 
servants to top posts, or reforming the 
structure of the present administration in 
order to place more responsibility in the 
hands of people, whether elected or ap- 
pointed, more truly representative of the 
population as a whole. It does not seem to 
have occurred to anyone that if Hongkong 
is not largely run by local people in 1997, 
any British departure would leave a vac- 
uum which would inevitably be filled by 
Peking. 


or the time being, it appears that the 
Hongkong Government reckons that 
the people will remain content to have their 
interests — and those of their children — 





represented by an appointed body of men 
and women who conduct most of their 
public duties, like the Hongkong negotia- 
tions, in secret. This complacency reached 
a fatuous apogee recently when an expat- 
riate civil servant claimed, in all serious- 
ness, that the governance of Hongkong 





was better and more responsive than that 
of Britain. 

This tragi-comedy of errors need not 
have been played out. The ultimate aims 
of both Britain and China and the desires 
of the majority of Hongkong people are 
close enough to be virtually indistinguish- 
able except for questions of form and face. 
While China cannot and will not com- 
promise its determination to resume 
sovereignty in 1997, a prosperous and 
stable Hongkong is vital to its modernisa- 
tion plan (notwithstanding Peking’s prop- 
aganda minimising its role). 

Once the emotive issue of sovereignty is 
settled, it should not be impossible to per- 
suade Peking that patriotism and support 
for the Chinese Communist Party are not 
inseparable, and for negotiators to start 
building on the large area of common 
ground they share rather than emphasis- 
ing the constitutional issues of face which 
separate them. Deng is correct — the fu- 
ture can be resolved to the satisfaction of 
both Britain and China, as long as com- 
mon sense can survive the sticky months 
ahead. 
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The people of 
Hongkong have 
traditionally taken 
an  apathetic at- 
titude towards the 
Sy internal politics of 

l their British-run 
territory. Such an attitude may be partly 
attributable to the existence of democracy 
only at a very localised and jclatively inef- 
fective level. It may also be attributable to 
the success of Hongkong's administration 
in sensing and accommodating public feel- 
ing in making decisions which might evoke 
a strong reaction from the overwhelm- 
inglv Chinese populace. 

It is an apathy, however, out of tune 
with the current political crisis now con- 
fronting Hongkong, as Britain and China 
negotiate the territory's long-term politi- 
cal future ahead of the expiry of Britain's 
lease on the New Territories in 1997. 
Hongkong is faced with the dilemma of 
howfar and in what way it wants to find an 
identity. independent of Britain and 
China. It is being forced to wonder whe- 
ther there is a forum for it to express its 
views on its future. 

While British-appointed Governor Sir 
Edward Youde duis to represent the 
people of Hongkong at the Peking negoti- 
ations, China maintains his role is as a re- 
presentative of Britain. Hongkong 
Chinese may themselves well wonder how 
successfully a British diplomat can express 
their own fears and needs. 

To ask the extent of Hongkong’s dis- 
tinct political identity is to begin untangl- 
ing a government structure designed to 
mingle British officials with representa- 
tives of the Hongkong people. Britain 
cannot claim to run Hongkong with a local 
democratic mandate, but it does claim to 
run Hongkong with local consent. At the 
heast of that conciliatory process is the 
governor's Executive Council (Exco), an 
advisory body whose power and influence 
in the running of Hongkong cannot be 
underestimated — yet at the same time a 
body whose very existence was, according 
to a government-commissioned survey 
carried out in January 1982, unknown to 
nearly half the adult population of Hong- 
kong. 

Pepular knowledge of Exco has proba- 
bly mcreased markedly in recent months, 
due to the high profile afforded the coun- 
cil in the course of the 1997 negotiations. 
Mos: Hongkong people probably now 
know that Exco is the territory's senior 
polieymaking body, and that it comprises 
both government officials and non-gov- 
ernmental “unofficial” members. In re- 
centweeks, three new Exco appointments 
have been made, tilting the balance of the 
council away from official and towards un- 
official members. 


And, rightly so, 








these new appoint- 











ments have been the subject of local com- 
ment because, insofar as political apathy is 
beginning to dissolve, it is being 
supplanted by an awareness that a coterie 
of Hongkong “insiders” has a key say in 
the territory's policymaking. Most of the 
time that policymaking may be concerned 
with such issues as transport franchises or 
land grants; but, with 1997 on the horizon, 
the unofficials of Exco are involved with 
the job of speaking up for Hongkong. If 
Hongkong does have a distinct political 
voice at the present time, it is the voice of 
Exco. 

The Royal Instructions by which the 
British Crown appoints the governor of 
Hongkong requires that he consults Exco 
on all matters. Although the governor, 
who is president of the council, has veto 
power over Exco opposition, he tradition- 
ally exercises that right rarely. When he 
does, he has to report his reasons for dis- 
agreement to Britain's foreign secretary. 







































Following the recent round of appoint- 
ments, Exco now has 17 members, six 
drawn from government ranks and 11 
from the private sector. Of the govern- 
ment members — the officials — four 
have seats on Exco by virtue of their 
seniority of office. These ex-officios are 
the chief secretary, financial secretary, the 
commander of British forces and the at- 
torney-general. 

Two other officials are nominees of the 
governor — David Akers-Jones, secretary 
for city and New Territories administra- 
tion, and Denis Bray, secretary for home 
affairs. (The secretary for home affairs, 
until recently, held ex-officio status. As 
part of the tilt away from governmental 
membership, that ex-officio seat has been 
removed, but Bray remains on the council 
as a nominated official.) The 11 unofficials 
currently comprise three lawyers, three 
bankers and five businessmen — giving 
Exco expertise on which to draw in ad- 
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closed sessions and minutes of the mee 
ings are sealed from the public for at leas 
30 years, while Exco members are also 
sworn to silence on council proceedings to 
outsiders. This year, Exco has taken to co- 
vening a second time each week, on Wed- 
nesday mornings, to discuss matters exclu- 
sively relating to Hongkong's political fu- 
ture. The traditional Tuesday morning 
session is reserved for the debate of more 
routine topics. "n 
To what extent the Exco unofficials are 
yardsticks of the views of the 5.5 million 
people of Hongkong, especially on the 
topic of their future, is currently a matter 
of heated debate mobilised by pro-China - 
leftist newspapers and student groups. 
The groups attack the lack of democracy 
and public participation in Hongkong’ 
non-elected civil machinery. m 
"The tragedy of the moment is that jus: 
tice is being done but is not seen to b 
done. Criticism is [directed] at the secon 
point without anybody taking any seriou 
consideration of the first point,” said 
Maria Tam, one of three new unofficial 
appointees to Exco. Tam, a barrister, d 
the only unofficial member who can lay 
claim to electoral support as she is an 
elected member of the Urban Council and 
of a district board. ] 
The sentiments of another newly 
appointed unofficial, Lee Quo-wei, are” 
closely allied to Tam's views. *Hong p 
is not ready for free elections," Lee s: 
"[Let me] ask a question: Is anything s 
ously wrong with the present system and 
would a new system be necessarily better 
when so much development has been 
made under the present system?" Lee is 
chairman and general manager of the 
Hang Seng Bank, the largest retail bank ir 
Hongkong. Hang Seng is majority owne 
by the Hongkong and Shanghai Bankin 
Corp., whose chairman, ichae’ 
Sandberg, is also an unofficial member ¢ 
Exco. a 
Tam and the other newly appointed Exco 
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r to their appointment to 
Beis general manager of the Hongkong Elec- 


| E: tric Co., one of the two local power com- 
|. panies. Together with these two new ap- 
pointees, five of the 11 unofficials on Exco 
serve concurrently on Legco, an arrange- 
ment which enables Exco to forecast the 
reaction of Legco members on particular 
issues. Legco's brief includes overseeing 
the enactment of law and the spending of 
. public funds. 
With the appointment of one account- 
ant, three education workers and one pub- 
— lic relations manager, the number of unof- 
- ficials on Legco has been increased to 29, a 
decisive majority on the 44-seat council. 
Prior to the new appointments, Legco had 
- 54 seats, divided equally between officials 
(then including four ex-officios) and unof- 
ficials. Along with the new appointments, 
four nominated official posts have been 
scrapped. The four defunct posts are those 
- of the two regional secretaries, the direc- 
— tor of social welfare and the director of ag- 
riculture and fisheries. 
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he government's explanation for the 

cut was that the four offices are ade- 
quately represented by other government 
Officers on the council. The ex-officio 
status of the secretary of home affairs 
again was removed while Bray remains on 
the council as a nominated official — the 
same change that was applied to the post 
on Exco. 

Much significance has been attached to 
the intment of two elected members 
_ of the district boards to Legco. The leftist 

groups said the Hongkong Government 
was merely “flashing a public-opinion 
card” by elevating elected district board 
candidates to Legco and Exco. The 
_ change was cosmetic, they charged, and 
the makeup of the two councils is still not 
representative of a cross-section of the 
. Hongkong public. 
_ They condemned the Hongkong Gov- 
ap for ignoring public opinion and 
| called for more open participation and 
information when they had the floor 
. during a three-day seminar on Hong- 
— kong's political future sponsored by the 
g Federation of Hongkong Students. The 
= seminar fell on the weekend when the new 
Exco and Legco appointments were an- 
nounced. A number of seminar particip- 
ants accused the government of forging a 
- semblance of democracy and using that as 
A a litical instrument to exert influence on 
between Britain and China on the fu- 
re of Hongkong, which are to resume on 
FSeptemiber 22. 

If the long-pursued localisation policy is 
dutifully practised in the administrative 
-body of Hongkong, Britain will be able 
not only to counter China’s much publi- 
cised “Hongkong people rule Hongkong” 
(gangren zhigang) theory but also answer 
to the British public that efforts have been 
made to establish self-rule by Hongkong 
people. This would make the 1997 issue a 
matter to be resolved between the 
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Chinese administrators of Hongkong and 
E the Chinese leaders in Peking. T 
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The church becomes a 
sentiment in the wake 


By Guy Sacerdoti 
Manila: In the week following the burial 


of assassinated former senator Benigno- 


Aquino, talk continued in Manila about 


the murder and its ramifications for the- 


regime of President Ferdinand Marcos. 
But few outside the political arena ex- 
pected much lasting anti-government ac- 
tivity. Marcos' tactic of keeping the mili- 
tary and police away from the more than 2 
million people who followed or watched 
Aquino's funeral procession on August 31 
was designed to avoid confrontation and 
let Aquino's supporters and sympathis- 
ers burn off energy so that life in the 
Philippines could quickly return to nor- 
mal. While the president could not ignore 
the anti-Marcos sentiment simmering 
among Aquino's mourners, it began to ap- 
pear as though the burial was only that, 
not the start of a broadly based anti-gov- 
ernment movement. 

But the turnout at a mass held nine days 
after Aquino's burial to mark the end of 
official mourning has given observers 
pause to reconsider the long-term impact 
of the August 21 assassination of Marcos’ 
arch political rival. Even Aquino's family, 
who had expected 5-6,000 supporters to 
join them in a candlelight procession from 
their Times Street home in suburban 
Quezon City to Santo Domingo church, 
where Aquino had lain in state, were sur- 
prised when an estimated 20-30,000 mourn- 
ers arrived to pay their last respects. As 





Marcos: a tactic p. pays off — apos: 


Pressure Non: the pulpit 


Ivanising force for anti-Marcos 
ex-senator Benigno Aquino’s murder 


at the funeral mass itself, the solemnity of 

the occasion was broken by standing ova- 

tions for politically oriented sermons. 
Two days later, Cardinal Jaime Sin, 


head of the Roman Catholic Church in the 


Philippines, gave a sermon at Manila 
Cathedral to mark Marcos’ 66th birthday. 
At the end he wept openly, explaining 
later that he was crying for his country. 

“This is the beginning, when people will 
be opening their eyes,” Sin had told the 
REVIEW a few days earlier. “I am asking 
only that this shall be peaceful — that it 
will not be violent. There are lay people, 
who are leaders, who should be the per- 
sons [to] initiate this movement." 


ust as pressure continues to mount on 

Marcos, the recognised political opposi- 
tion is staying relatively quiet and in the 
background. Opposition leaders have 
been organising themselves, but not truly 
leading any broadly based movement. 
Largely hailing from the pre-martial law 
era — before 1972 — they now have less 
influence over the discontented masses. 
And while the church generally shuns 
what Sin calls “the responsibility of the 
laymen to restore the temporal order," its 
role as a galvanising force behind those in 
sympathy with the principles symbolised 
by Aquino's death is becoming a major 
political factor with which Marcos will 
have to contend. 

This is not new to Marcos or to the 
church. Many priests and nuns working 
with so-called social-action groups in the 
countryside have been arrested for alleged 
subversion or for allegedly supporting 
leftist programmes. A handful have even 
gone underground to join the New 
People's Army, the military wing of the 
Communist Party of the Philippines. Yet 
Aquino's murder and his professed drive 
towards the restoration of democratic 
principles and national reconciliation 
among the leftists, the moderates and the 
government has unavoidably brought the 
church more directly into the political 
limelight. 

"We have good laymen who understand 
all the management and political man- 
oeuvres," explained Sin. "But they are 
also members of the church. Our job is to 
see to it that they don't kill one another. 
So ours is to unite people and destroy re- 
tribution. We encourage harmony and 
unity among our people. In one word — 
reconciliation." 

Sin's own role, and those of other 
church leaders such as Bishop Francisco 
Claver who have helped compose pas- 
toral letters critical of government policy 
and messages calling for the restoration of 
civil rights, are likely to become more 
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prominent if anti-government pressure 
mounts during the next few months. 

For the moment at least, the church 
seems to be supporting non-violent ac- 
tions which increase pressure on Marcos, 
such as the boycott of government-influ- 
enced newspapers which began on Sep- 
tember 10 and Sin's refusal to join Marcos' 
investigative commission on Aquino's as- 
sassination. 

The commission, appointed shortly 
after Aquino's murder, was Marcos' re- 
sponse to the international clamour for a 
thorough and honest investigation into the 
assassination. It has been plagued with 
problems from the start (REVIEW, Sept. 
15), especially by Sin's refusal to join it. 
Sin declined Marcos' invitation, saying he 
was trained for forgiveness while the com- 
mission was charged to investigate “with- 
out mercy." He also cited a church synod 
in Rome which he is to attend later this 
year. 

But the cardinal was stunned by the 
gunning down of Aquino, and even while 
Sin still sees himself as “playing the role of 
a real shepherd who is a peace-loving indi- 
vidual — because we are not really experts 
in politics," he is clearly angered by the 
shooting and does not want to be *used" 
by Marcos to give credibility to the com- 
mission. The commission, it is feared, 
might never discover who was behind the 
assassination, or worse still, might see as 
its duty to support Marcos' assertion that 
no government officials — “[not| even the 
common soldier" — were involved and 
that the assassin was a lone gunman hired 
either by the communists or someone act- 
ing out of revenge for some as yet un- 
known deed by Aquino. 

"Even the commission that investigated 
the accidental death of [former president 
Ramon] Magsaysay [who died in an air 
crash in the 1950s] was not able to give an 
answer," Sin said. His own scepticism 
about government manipulation is clear. 
"We don't know if they will find the real 
truth. I was watching the film [a Japanese 
documentary analysing videotape footage 
shot on the China Airlines flight which 
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Protest banners in funeral procession; Sin at requiem mass: "playing the role of a real shepherd.’ 





brought Aquino to Manila on the day of 
his assassination]. That is real investiga- 
tion. It is very clear. I think the commis- 
sion should see this and make some con- 
clusions. Immediately you can see who 
was the culprit, the bullet did not come 
from somewhere, it came from above. So 
how many people were able to go up [the 
stairway]? Very few; maybe three [includ- 
ing Aquino's military escorts] or four. 
And the assassin will be there. I don't 
know, but it is clear on the video. So what 
more investigation [is needed]?” 


he commission's chairman, Supreme 

Court Justice Enrique Fernando, said 
in an interview that he had not seen the Ja- 
panese film. And Prime Minister Cesar 
Virata said that if the commission had not 
seen the Japanese documentary, he would 
personally give them a copy. 

But now the future of the commission it- 
self may be in doubt. Fernando has step- 
ped down as the commission's chairman 
until his own court resolves the sticky issue 
of whether, under the Philippine Con- 
stitution's separation-of-powers provision, 
a sitting Supreme Court justice can pres- 
ide over a commission appointed by the 
government's executive branch. And two 
opposition groups of lawyers — the Lakas 
ng Bayan and the Movement of Attorneys 
for Brotherhood, Integrity and National- 
ism — are questioning the propriety of Fer- 
nando chairing the commission. They are 
also challenging the ability of a commis- 
sion appointed by Marcos to reveal the 
truth when Marcos has already predicted 
the investigation's outcome. 

Of the former Supreme Court justices 
who have been appointed to the investiga- 
tive panel, one, Guillermo Santos, is in 
hospital after reportedly suffering a heart 
attack following the commission's second 
hearing. The other three, Julio Villamor, 
Ruperto Martin and Felix Antonio, de- 
cided on September 12 to suspend hear- 
ings until the Supreme Court resolves the 
Fernando issue. 

Whatever the Supreme Court decides 
— à decision is expected on September 19 


— the credibility of the commission will 
nonetheless have been damaged, possibly 
beyond repair. And while it remains cru- 
cial for Marcos to get some sort of investi- 
gation moving, in part to appease critic: 
in the United States who are demandin; 
that US President Ronald Reagan cance 
the Philippine leg of his planned Asiar 
tour in November, the church is likely tc 
let that pass and concentrate on helping 
translate the widespread discontent — 
now becoming more vocal — into pressure 
on Marcos to ease restrictions on demo- 
cratic freedoms. 

Meanwhile, Aquino’s widow, Corazon, 
has rejected Marcos’ offer of condolences 
for her husband’s murder, saying that if 
the president was sincere he would release 
the more than 500 prisoners still held for 
alleged political crimes. Sin recently dis- 
cussed this issue with Armed Forces Chief 
of Staff Gen. Fabian Ver, but to mark 
Marcos’ birthday — a traditional occasion 
for releasing prisoners — only 37 political 
detainees from Mindanao, including some 
priests and nuns, were given their free- 
dom. 

The more moderate elements of the 
church, of which Sin is a part, are looking 
for clear signs that parliamentary elec- 
tions, scheduled for next May, will be held 
honestly. That has been a major topic of 
discussion between Marcos and Sin in 
their private conversations. “What I have 
discussed is to have a clean and honest 
election," Sin said. “It is possible if all will 
cooperate, but if the Comelec [Commis- 
sion on Elections, which tallies votes] is 
composed of the same Comelec people 
who do not know how to count, the people 
will not be very happy. You know if 
people are convinced that the election is 
correct — clean through — then they will 
not complain." 

If that is to happen, however, Marcos 
will need a participating opposition. But 
until a proper investigation finds out what 
was behind the Aquino murder, and until 
Marcos takes steps to restore public confi- 
dence in his rule, widespread scepticism 
will continue. 
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Severiano Ballesteros takes the rough 
with the smooth. Just like his Rolex. 


It seems odd that the 
ambition of one of the great- 
est golfers in the world, is to 
be a better golfer. 

Seve Ballesteros, the 
youngest-ever winner of the 
British Open this century; the 
youngest-ever winner of the 
American Masters; and win- 
ner of countless international 
tournaments, has time on his 
side, however. 


He thinks of nothing but § a 


golf. In every tournament, 


he thinks of nothing but the | 


course. 

And on every course, he 
thinks of nothing but the hole. 
"If I lose concentration, I lose 
the hole.’ 

Since Seve was nine 


years old, practising clandestine golf strokes 
after hours on his home Pedrena golf course, 
sheer mental stamina has driven him to the top. 

And enormous physical strength is what 
drives him out of the rough whenever his swash- 
buckling approach to the game takes him there. 





Before a recent American 
tournament, he announced 
that he would try for eagles — 
two under par — at every hole. 
When advised that this would 
mean a lot of sixes and 
sevens, he replied "Sure . . . 
but many threes and they are 
very nice.” 

It is obviously no coinci- 
dence that Seve Ballesteros 
wears a watch which matches 


2X perfectly his precision-like 


personality and his never- 
ending quest for superiority 
A Rolex Oyster Day-Date. 
Self-winding with day and date 
display. 

"Its a very strong watch," 
he says. "Very very tough. 
No water or sand can get in at 


all. I may have good days and bad days but this 
watch only has good days. And you know what? 
Every time I take a swing I’m winding it up. 
"Its the perfect watch for me.” 
The unpredictable Ballesteros. 
Andhis entirely predictable Rolex. ROLEX 


W 





of Geneva 





Pictured: The Rolex Day-Date Chronometer, Available in 18ct. gold, with matching bracelet. 
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The earth was made so vast 
that you may travel its open spaces. 
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$6 countries worldwide. Welcome to our world. 





American Express International Banking Corporation 


An American Express Company 





In the world of 
international banking, 
<n our name 

makes a difference. 

For over one hundred years, the name 
American Express has meant excellence in 
personal service 

loday, with the added strength of affil 
iated Trade Development Banks, American 


Express Bank continues this tradition of 
excellence. We offer an unparalleled array 
of financial services, through our offices in 
Switzerland and around the world 

For the demanding individual and 
enterprise, we provide virtually every 
banking service you'll ever need 

As an American Express Company, we 
offer a broad spectrum of personal and 
investment services no other bank can 
match. 

We are uniquely qualified to assist vou 
with everything from asset management 
and securities transfers to international Gold 
Card* privileges 

Through our far-reaching global net 
work, our services are available not only in 
the major hnancial centers, but through 85 
offices in 38 countries as well. 

American Express Bank. Our name 
really does make a world of difference. 
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India and C-E: 
9000 megawatts and growing. 





Combustion Engineering is ac- 
tively helping to develop national 
power generation capabilities in 
over 80 countries worldwide. 
For example, we've been 
working with India's Bharat 
Heavy Electricals Limited 
(BHEL) for over ten vears. 
During this decade, India has 
shifted from being an importer 
of power equipment to a posi- 
tion of self-reliance. To date, 
BHEL in association with C-E 
has designed, built and installed 
more than 9,000 megawatts of 


power generation capacity (over 
60 steam generators), with an 
additional 11,000 megawatts 
scheduled to go into operation 
in the near future. 

Through technology trans- 
fer programs, C-E licenses local 
industries to fabricate steam 
generators. We' ve trained thou- 
sands of engineers from around 
the world in areas such as man- 
agement, design and manufac- 
turing. When needed, we provide 
operator training programs. 
And we can also assist in 





arranging favorable financing. 

C-E is ready to work with 
your country to open up new 
ways of achieving energy inde- 
pendence. For more informa- 
ton, write C-E Power Systems, 
Dept. 7021-1904, Combustion 
Engineering, Inc., Windsor, 
CT, U.S.A. 06095-0500. 


COMBUSTION 
ENGINEERING 


Energy Technology. Worldwide. 
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THE SAKHALIN CRISIS 
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The red flag burns in Seoul; Soviets watch over US ship off Sakhalin ` scattered 





- 
clues. 








Charge and countercharge 


Moscow and Washington take opposed stands on the downing 
of a South Korean jetliner, but neither can prove its case 


By Murray Sayle 

Tokyo: In the aftermath of the September 
l Soviet attack on Korean Air Lines 
(KAL) Flight 007 and the deaths of all 269 
passengers and crew abroad, the Soviet 
Union and the United States are each ac- 
cusing the other of responsibility for the 
tragedy. "The murder of innocent civi- 
lians is a serious international issue be- 
tween the Soviet Union and civilised 
people everywhere who cherish individual 
rights and value human life," said US Pre- 
sident Ronald Reagan shortly after US 
and Japanese analysts confirmed 007's 
fate. And Moscow's official Tass news- 
agency responded: “Who sent this plane 
to Soviet airspace and for what purpose? 
Does [Reagan] believe that the very con- 
cept of national sovereignty no longer 
exists, and one may intrude with impunity 
into the airspace of independent states?" 

These statements frame the superpower 
conflict in content and tone. The US posi- 
tion is that the KAL flight “strayed” inno- 
cently into Soviet airspace from its Romeo 
20 air route across the North Pacific, and 
that the Soviets downed it deliberately, 
knowing that it was an airliner and nothing 
morc. 

The Soviets countercharge that the air- 
craft must have overflown their territory 
deliberately — and therefore, for a sinis- 
ter purpose — which gave them the right 
and the duty to shoot it down. Despite a 
brisk and widely reported search for 
wreckage, the Soviets to date have offered 
no proof to back up their position. 

The evidence so far produced leaves 
some key parts of the KAL 007 puzzle 
missing. Given that some clues are scat- 
tered over the Sea of Okhotsk with the 
wreckage of the aircraft, the whole truth 
may never be known. Whichever side 
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finds evidence will be accused of falsifying 
it by the other. 

Some basic facts are not in dispute. At 
2:07 a.m. (Japan time) KAL 007 reported 
by radio to Tokyo's Narita Airport that it 
was located at a compulsory reporting 
point called Nippi, some 180 miles south- 
east of the Soviet Union's Kamchatka 
peninsula, and was proceeding southwest. 
It was due to cross another reporting point 
— Nokka, southeast of the Japanese is- 
land of Hokkaido — and from there it was 
to cross the Japanese archipelago to reach 
Seoul at about 6 a.m. 


he report that 007 had reached Nippi 

was false, either by mistake, carelessness 
or deliberate intent. The Soviets charge 
that by this time the aircraft was already 
crossing their airspace over the Kam- 
chatka peninsula, while US Secretary of 
State George Shultz savs that 007 was 
shadowed for two-and-a-half hours by 
Soviet fighters — which exactly matches 
the time the Soviets say it crossed their 
coastline, flying northeast to southwest 
across Kamchatka. 

It is clear, therefore that Flight 007 did 
not stick to the flight plan filed by KAL 
pilot Chun Byung In before it left Anchor- 
age, Alaska. US spokesmen have said that 
the aircraft was "wandering" or "stray- 
ing." But Chun was one of KAL's senior 
pilots, with 10,500 hours in command 
(mostly in military aircraft) and two years’ 


| experience flying Romeo 20, He had been 


selected to fly South Korean President 
Chun Doo Hwan and was generally consi- 
dered one of South Korea’s best pilots. 
Flight 007 was a Boeing 747 fitted with a 
Litton Industries triple inertial navigation 
system (INS), which will automatically fly 


—M á—  — — M 


an aircraft through a series of map coordi- ` 
nates punched into the system by the cap- 
tain and, according to airline rules, — 
checked by the first officer. A copy of” 
Chun's flight plan, left at Anchorage, — 
shows 007 as due to pass through all 12 ~ 
compulsory reporting points between — 
Alaska and Seoul. But at the time Chun - 
reported himself at Nippi, he was actually ~ 
flying over the mountains of Soviet Kam- ~ 
chatka, an area prohibited to all foreign: — 
aircraft. - 

Flight 007 was next heard from at 3:18. .— 
a.m. by Japanese civil aviation radio at ~ 
Sapporo, on the Japanese island of Hok- 
kaido, when Chun asked permission to 
climb to 35,000 ft from 33,000 ft, which is - 
normal towards the end of a long flight be- 
cause fuel has been burned off and the air- ^ 
craft is more efficient at higher altitudes. ^ 
At 3:26 a.m. the aircraft was due to pass 
reporting-point Nokka in the Pacific, well 
away from Soviet territory. [^ 

At 3:27 a.m., Japanese ground control 
heard the flights's callsign, "KE 007...” 7 
but the rest of the message was drowned 7 
out by noise, and radio contact was soon ~ 
afterwards lost. The Japanese authori 
reported the aircraft as missing, and T 
first air-sea search was made in the Nokka = 
area, where the aircraft was assumed to be © 
down. Until KAL 007's last moments, it 
gave no indication that it was off course or 
in trouble. 

But the airliner was in deadly danger. 
At 3:20 a.m., the Japanese Air Self-De- 
fence Force radar station at Wakkanai, on 
the northern tip of Hokkaido, observed a — 
large aircraft crossing Soviet-held Sakha- — 
lin island from the northeast to the south- 
west, some 112 nautical miles north of 
Hokkaido. The station then saw three 
smaller blips, which could only have been - 
Soviet fighters, ascending to intercept. 
The unidentified aircraft was first sighted, — 
according to the Japanese radarmen, at an 
altitude of about 32,000 ft. It then was- 
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ordinary coincidence, their radio col- 
— leagues heard the destruction of the 
.. doomed airliner. Nor is it any longer dis- 
puted that the Soviet fighter shot it down. 
viet chief of staff Marshal Nikolai Ogar- 
— kov has said as much, and the nameless 
. Soviet pilot said to have commanded the 
. attacking fighter has appeared on Soviet 
TV to explain his role in the incident. 
A South Korean airliner's last mes- 
- Sage, if it could be deciphered, would 
_ perhaps clear up many mysteries. Was it 
reporting the aircraft to be at Nokka, 
where it was due, when it was in fact north 
‘of the tiny town of Nevel’sk on Sakhalin, 
more than 400 miles off course? Or was 
pilot Chun reporting the menacing ap- 
_ pearance of Soviet fighters? The Soviet 


_ prohibited zone over Sakhalin is, at this 
point, less than 100 miles wide, which the 
747 would cross in about 12 minutes. 

© The crash site is close to Soviet airfields 
and not far from a Soviet nuclear sub- 
— marine base. But it has an even more 
— Startling location: the Korean airliner was 
. shot down not far off the so-called Great 
- Circle route from reporting point Neeva, 
— Near the US airbase on Shemya Island in 
the Aleutians (the pilot's last chance for a 
adio fix to check his position) to Seoul. 
007's destination. This is not clear from 
_ the many Mercatorprojection maps which 
— have been published, but can be readily 
—eonfirmed by looking at a polar-projec- 
n chart. 


H ow did 007 get toits rendezvous with dis- 
aster? An error in the INS which would 
—have taken it exactly where it was going — 
| "2 -amillion-to-one chance — has to be added 
- to another million-to-one chance: that the 
two pilots on the flight deck never once 
noticed Kamchatka's coastline appearing 
on their weather radar — which has a 





range of about 200 miles — or even looked | 
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that the Japanese saw and, by an extra- 





=== Moscow TV's plot of KAL 007 over Soviet territory 
Left: RC135 silhouette (wingspan 130 ft 10 in) 
Right: B747 silhouette (wingspan 195 ft 8 in) 
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- land where ther s SB d 
| have been sea. And this in an area where 
their maps are studded with warnings to 


pilots to stay on course. 

dp pres weather satellite photographs 
for the days before and after the airliner 
was shot down show broken cloud cover, 
and the moon was in its last quarter, a 
crescent with 23% of its surface illumi- 
nated. These coincidences strain credulity 
and force an examination of a simpler exp- 
lanation: that the aircraft was for some 
reason deliberately flown on the course 
that it took. 

This would simply require the pilot to 
punch in the coordinates of Neeva and 
Seoul, omitting the coordinates of all re- 
porting points between the two and the 
INS would do the rest. It would also in- 
volve misreporting passing all of the com- 
pulsory reporting points en route. Such a 
practice is not unknown in other, safer 
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REVIEWIMAP by Frank Tam 
parts of the world, and it even has a 
nickname: holing in one. 

The motive for this action could have 
been economic. The Great Circle route 
between Neeva and Seoul is shorter than 
Romeo 20 route, and in normal circum- 
stances would provide a valuable saving in 
fuel, but no pilot would fly over most of 
the Soviet Union's conventional and nu- 
clear military installations in East Asia in 
order to save a sum of about US$2,500. 

But equally perplexing are the repeated 
Soviet charges that the downed plane was 
engaged in some kind of electronic spying. 
or in the testing of Soviet air defences. 
Such information could conceivably be 
useful to the US, and pilot Chun, who 
served in Okinawa during his military fly- 
ing days, had many American friends and 
colleagues. But what pilot could be in- 
duced to risk the lives of himself and his 
passengers on such a brazen mission, 
which was certain to be detected? 

Even the wind offers no explanation. A 
Japan Air Lines cargo flight on Romeo 20 
the same night reported winds of 40-70 


knots from the northwest, which would 
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the last two-and-a-half hours of flight 007 

is not important. key question is: 
what did the Soviets make out of it? The 
argument that no pilot of a civil aircraft in 
his right mind would fly such a course 
applies to the Soviets, of course, just as 
much as it does to those on the other side 
of the argument. Throughout, the Soviets 
have maintained that the aircraft they 
admit shooting down was on a "spying" 
mission, though they have produced no 
evidence to support the claim. 
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S sources have disclosed that a US 

RC13$ aircraft was on a reconnaissance 
mission that night — but outside the 
Soviet prohibited zone — and that it flew a 
course close to that of the Korean airliner 
for part of its journey. One of the pub- 
lished transcripts of conversations be- 
tween the Soviet interceptors and their 
ground controller mentions the designa- 
tion RC135. This aircraft — a military ver- 
sion of the Boeing 707 airliner — is smaller 
than a 747, but has a similar configuration. 
The main distinguishing features — apart 
from size — are the 747's bigger engine 
casings and its protruding upper flight 
deck and cabin. 

Just as the mystery of 007's course starts 
with the presumption that no pilot would 
knowingly fly it, the worldwide indictment 
of the Soviets starts with the matching as- 
sertion that Soviet pilots must have recog- 
nised it as a civil airliner. But the cir- 
cumstances leave this in doubt. At high 
subsonic speeds, one aircraft intercepts 
another from astern and usually from 
underneath: a head-to-head or head-to- 
side pass would give only a second or so of 
useful visual range, especially at night. 
Only the silhouette of the aircraft is seen 
from below and astern. 

Normally, the cabin lights of a passen- 
e jet would be dimmed on the night run 

tween Anchorage and Seoul so that 
passengers could get some sleep, and the 
tail and wing markings of an aircraft can- 
not be seen from astern. Airliners in flight 
show nayigation lights and flashing anti- 
collision lights, but military aircraft also 
are fitted with such lights, and illuminate 
them in routine peacetime operations — 
and could do so as a ruse when confronted 
by enemy fighters. The critical problem 
here is mental set, or the well-known 
human tendency to see what one expects 
to see. Only daylight or a powerful search- 
light would make the identification of an 
airliner certain, if a pilot believed he was 
looking at a military aircraft. And fighters 
carry no searchlights. (The problem of 
mental set could, of course, equally well 
be applied to the KAL pilots, who may 
have simply failed to realise they were 
being shadowed.) 

Reagan’s claim that “with a half moon, 
on a clear night, they [the Soviets] must 
have seen that this was a civil airliner” 
would have come with more authority 
from someone who had actually tried to 
identify an aircraft from a fighter by wan- 
ing moonlight. 

Questions also remain about the in- 
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It requires highly developed professional skills to interpret changes and move- 
ment in world money markets. 


Inter-Alpha Asia offers the expertise you need, strongly supported by the con- 
stant information flow from its parent banks' international network of more than 
2,000 branches and subsidiaries. 


Its expert guidance extends to a variety of financial areas: deposits, foreign 
exchange cover, securities trading, portfolio management, corporate finance, 
trade finance, commercial lending, working capital finance, project loans and 
syndicated loans. 


For clear directions in today's money markets, turn to Inter-Alpha Asia. 
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itary chief of staff, Marshal Nikolai 
garkov, about the shooting down of the 
Korean airliner on September 1, 

tes certain things about the Soviet 
on that are all too easily 








| A press conferëgiċe | in Mos- 
on September 9 that the fighter crew 
ground control responsible for the 
oting had acted correctly, and added: 
future, if need be, they will also per- 
1 their combat tasks." 

itude to the shooting comes down 


surprise people experienced in 
t affairs, but many others may find it 
to believe. 
etheless, there are signs that the 
-ammunist Party leadership is not 
with the effects of the incident on its 
onal image, and would like it to 
“as the action of a reflex-con- 
ilit ry mind not accustomed to 
siderations of iia 





dropov evidently was 
efore the deadly missiles 
cred. Nor, it seems, was any 
yer of the ruling politburo. The mili- 
cted on its own. Indeed, there is an 
uity in Ogarkov's remarks which 
ests that the aircraft was already de- 
d before the general staff in Moscow 
ormed and that the shooting took 


tion of transcripts of Soviet fighter 
jnversations with their ground con- 
rior to 007's demise. These were 
y Japanese officials in Tokyo 
US Ambassador to the United Na- 
Jeane Kirkpatrick at a UN Security 
session on the KAL tragedy. The 





remarks from Soviet ground con- 


en with English subtitles at the UN 
es not. In one, a Soviet pilot speaks 
ights flashing "on and off,” in the other 
lig “burning” and: "flashing." But 


mn in any : them, is an un- 



















| aspect | of the s version. of 

nts has been confirmed by a revised US 
anslation of the tapes of Soviet pilots. 
e US State Department explained that 
erts, after electronically enhancing 
issued a revised transcript on 
11. quoting a pilot assaying he 
innon bursts" at the KAL airliner 
ites er two heat- Bi. mis- 


é | aic “The transcript 
not indicate whether the cannon 
s were aimed at the KAL plane or 
tracer rounds." Previously the US 






forgotten. 2 


So what Mos- | 


e'd do it again." This will not par- | 


dings differ: the Japanese versions in- - 


3; the US version — presented on a - 
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| point out that KAL 007 “in a routine - 
transmission" to Tokyo's air controller at _ 







place at the initiative of the air adeleine; 
commander of thè- Soviet Union's Far. 


Eastern district. : 
It may seem alarming that an air de- 


fence district commander should take 


such a-decision on his own if he really 
knew he was dealing with a Boeing 747 
civilian airliner. If he did not know, and 
was advised, as has been theorised, that it 
was a United States spy plane similar to 
the much smaller Boeing 707, then the re- 
ports of his pilots in the air were sadly defi- 
cient. That in itself is cause for concern. 
But if — as now seems likely — the fire 
order was given in the knowledge that the 
aircraft was civilian, one must examine the 
implications of the act and Ogarkov's 
threat to do it again if similar cir- 
cumstances arise. The explanation for 
such a brutal policy is in the nature of the 
Soviet regime. Founded. essentially by 
minor intellectuals of the middle and. 
lower-middle classes of Tsarist Russia, the 
Soviet party represents all the. envies, 
grudges. and hatreds of the “petty 
bourgeoisie" — as it likes to style its oppo- - 
nents. Its best and brightest were 
slaughtered by Stalin, the seminarian 
turned terrorist. | 
On top of this bedrock are some at- 
titudes typical of the kulaks, or well-to-do 
peasants, who represented everything 
worst in Russian rural society which was 
based on medieval serfdom. The recipe 


there was “no evidence of any serious ef- 
fort to warn or identify" KAL 007. 
The State Department: statement dés 


18:23 GMT — two minutes after the can- 
non bursts were fired — "gave no indica- 
tion it was aware of Soviet aircraft in the 
vicinity, or that the cannon had been fired. 
The evidence indicates that the pilot was 
totally unaware that he was off course.’ 


Another nagging question is why at- 


least eight Soviet fighters scrambled on 
the fateful night followed their target over 
Kamchatka and then on to the very edge. 
of the prohibited zone over Sakhalin be- 
fore firing. Some commentators have 
blamed the delay on slow Soviet com- 
munications, but it is just as likely that 
they waited until the last possible mo- 
ment, when it seemed the aircraft was 
staying on course for the major population 
centre of Vladivostok, before acting. 

To shoot down an aircraft which has not 
been positively identified is of course rep- 
rehensible, whoever does it. But with 
people caught in a malignant mental set, 
which sees an opponent capable of any 


amount of deviousness or inhumanity, but - 
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mistake, it is litoo der- 
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-f adds up to egotism, callousness, paranoia 
| and self-righteousness — the outstanding 





































































qualities of successive Soviet govern- 


ments. It is remarkable how successful this 
ruling: "elite" has been in persuading most 
[ of its own people — and some of those in 
Other countries — that they should 


slavishly follow the Kremlin's prescrip- 


tions for the conduct of world affairs and 


the promotion of revolution. 


'he Russian lower-middle class and pea- 

santry — from which the modern in- 
| dustrial workforce and its political leaders 
are mainly descended — have always been 
obsessed by two things: safety from 
| foreign i invasion and a guarantee of suffi- 
cient bread — all other foodstuffs are con- 
sidered secondary even today. With se- 
cure frontiers and plenty of grain, Russia 
could live happily ever after. The absurd 
thing is that both these basic requirements 
are within its grasp, ifit would only give up 
its neurotic fear that the rest of the world is 
interested in taking them away from it. 

There could be nothing more symbolic 
of this crazy state of affairs than the sight - 
of the US happily offering grain for sale to 
the Soviet Union, while trying to persuade 
its leaders to downgrade the arms race, 
the costs of which make it impossible for 
Russia to produce more grain itself. 

This can be explained only in the terms 
of a neurosis. Russia has been invaded 
three times from Europe in the past 171 
years. It has beaten off the assaults of 
France' s Napoleon Bonaparte and Kaiser 
Wilhelm. e. Adolf Hitler of E MISMA 





Hostages to 
power 


The Korean community 
on Sakhalin finds its hopes 
of going home diminished 








By Shim Jae Hoon 


Seoul: The downing of the Korean Air 
Lines 747 by a Soviet military aircraft has 
dealt a setback to hopes of family reunions 
between Koreans living on the Soviet 
Union's Sakhalin island and tHeir relatives 
in Japan and South Korea. — 

There are some 43,000 Koreans on 
Sakhalin, the survivors and descendants 
of men sent by the J apanese to work in the 
Sakhalin coal mines more than 40 years 
ago. About 65% of them have obtained 
North Korean passports and another 25% 
are now Soviet citizens. The remaining 
10% are “stateless” and have apparently 
not given up hope of returning eventually 
to South Korea. 

The possibility of uy 
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only at bitter cost in lives, resources and 
territory — which it has since recovered 
with cream on top. The icebound ports 
have bottled the Russians up in their huge 
land masses, and on the only occasion 
when their navy sallied forth in strength, 
against Japan in 1904, it was trounced. 
Since the time of Peter the Great, the 
Russians have been running on the spot to 
keep up with Western war technology. 
Their geography has given them the men- 
tality of robber barons and pickpockets. 
When they are confronted with a genuine 
desire for friendship and cooperation — as 
in the case of China in the 1950s — they 





‘Egotism, callousness, 
ranoia and self- 
ghteousness — the 
Oe ee of 
successive Soviet governments. * 





are so astonished that they fumble, be- 
come overbearing and turn the respect 
and admiration of others into hatred. 
They are in a perpetual state of war- 
dance, and they have very big feet. Rus- 
sia's historical experience makesit callous 
of individual lives and convinced that 
every other country is trying to do it down. 
Experience with China, Poland and 
Czechoslovakia has confirmed its leaders’ 
rejection of any world order based on 
equality among nations. In. Moscow's 
view, the only equality is subservience to 


to meet relatives, provided a Japanese 
public organisation paid for their trips and 
guaranteed their return back to Sakhalin. 

And the Japanese Government agreed, 
at Seoul's request, during the recent 
ministerial talks in Tokyo, to start 
exploratory talks with the Soviets to make 
this possible. With the shooting down of 
the jetliner, which carried 28 Japanese 
passengers, Tokyo's relations with Mos- 
cow have chilled. 

Officials in both Tokyo and Seoul say 
they believe there is no chance of arrang- 
ing any reunion in the forseeable future. 
The Japanese Government is demanding 
an apology for the downing of the airliner 
and compensation for the deaths of Japan- 
ese citizens. The airliner incident has also 
shattered Seoul's drawn-out efforts to im- 
prove relations with Moscow. Before the 
incident, South Korea was working hard 
to secure Soviet participation in an Inter- 
Parliamentary Union conference due to 
be held in October in Seoul. 

With a fresh chill in East-West rela- 
tions, Soviet delegates are not expected to 
come to Seoul. Meanwhile, Seoul has can- 
celled a planned trip to Tashkent by a 
South Korean delegation which was due 
to attend a Unesco conference on world 
communications. The South Korean Na- 
tional Assembly has adopted a resolution 
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itself. In the age of satellites, no commer- 
cial airliner could have been gathering in- 
formation which was truly vital to the 
Soviet Union's security interests. By 
shooting the aircraft down, the Soviets 
have probably sacrificed the possibility of 
finding any evidence of espionage, such as 
infra-red cameras. 

Nonetheless, doubts persist about the 
possible role of the US in persuading the 
pilot to fly over the Soviet Union to gather 
secret data. Public opinion in democratic 
countries is concerned that the US may 
have provoked the incident. That is 
understandable. But there is also a good 
deal of confusion in some people's minds 
about the correct degree of international 
outcry and retaliation. 

One argument heard in Hongkong is: 
why wasn't there such an outcry about 
other massacres of civilians, for instance 
when Zimbabwean guerillas shot down a 
Rhodesian airliner some years ago and 
then killed the survivors? The discussion 
of the downing of the Korean Air Lines' 
jetliner should not be allowed to degener- 
ate into a wider debate about massacres of 
civilians in wartime, or it will be sub- 
merged. The Soviet Union is a super- 
power and therefore is expected to behave 
in a responsible manner, in peacetime at 
any rate. Its actions cannot be compared 
with those of battle-weary troops whose 
anger drives them to committing at- 
rocities. The Soviet Union is not at war 
with either South Korea or the US, and 
acts of war cannot be so easily explained 
away in peacetime. 


O —Ó 


condemning Moscow for the “barbaric ac- 
tion" of shooting down a civilian airliner. 

In the period to 1945, the Koreans on 
Sakhalin were, technically, Japanese na- 
tionals. When Tokyo surrendered its 
overseas colonies, including Korea, their 
nationality was suddenly withdrawn. The 
Soviet authorities, who seized Sakhalin 
from the Japanese at the end of the war, 
repatriated all Japanese and Koreans mar- 
ried to Japanese women but refused to re- 
turn other Koreans. Since then, Moscow 
has been accused of taking advantage of 
their ambiguous status to help offset a 
post-war labour shortage. 


TE plight of those who were kept be- 
hind received fresh attention last month 
when Shojo Kusakawa, a Japanese oppos- 
ition MP. visited Sakhalin and succeeded 
in raising the matter with local Soviet au- 
thorities, including the local communist 
party first secretary, Pyotr Ivanovich Tor- 
chakov. 

He repeated the official line that the 
fate of the Koreans was not an issue to be 
discussed between Japan and the Soviet 
Union. But another local party official, re- 
sponsible for external relations, said re- 
unions of those holding Soviet passports 
could be arranged provided a Japanese 
public organisation guaranteed their re- 
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turn. If this were successful, he imy 
. other Koreans, even those who 
— less, would be allowed to make similar 
trips to Japan. 

In view of Moscow 's position of totally 
ignoring the subject, "this was a big step 
forward," Kusakawa told the REVIEW in 
- — "Tokyo. Before the jetliner incident there 

- was optimism that a first group of about 10 

— families would be brought to Japan in Oc- 
_ tober for a reunion with relatives brought 
— from South Korea. 
— Since 1975, Tokyo has issued visas to 
— 411 of the 438 Koreans on Sakhalin who 

applied to visit Japan. But the Soviet au- 
 thorities have approved exit papers for 
— Only three of these people. The number of 
"those who have Japanese visas, however, 
—— ds minuscule compared to the 3,560 others 
— who have asked to move permanently to 
— either Japan or South Korea. 
“Most of these people are aging and 
‘they live alone," said Kusakawa, who met 
- many of them. “From a humanitarian and 
— -—ethical point of view, it is unforgivable for 
- Japan to continue to ignore their plight.” 
— When Koreans in Sakhalin learned of 
— Kusakawa's visit, they flocked to his 
hotel, pleading with him to help them re- 

_ turn to Japan. 
~ Japanese Prime Minister Yasuhiro 
_ Nakasone and Foreign Minister Shintaro 
— Abe have promised to search for a solu- 

- tion. Japan has raised the issue of the Ko- 
— reans no fewer than 15 times so far. But on 

— each occasion, in Moscow and elsewhere, 
—— Japanese officials have been rebuffed. 
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_ By K. Das 
EC Kota Baru: Four Malaysian political par- 
- ties, all claiming to be the true Islamic 
party, fought two state by-elections in this 
; Coast heartland of Islam in Peninsu- 
lar Malaysia on September 8. The win- 
ners, significantly, were those who were 
the least insistent about their credentials. 
The ruling National Front coalition 
jelded two candidates — one from its 
ding party, the United Malays National 
Organisation (Umno), and one from its 
minor partner, Berjasa. 
The two opposed Malaysia's oldest sur- 
viving Islamic party, the Partai Islam sa- 
Malaysia (Pas), which once had consider- 
- able influence in four of the 11 peninsular 
states. Now its influence has shrunk to this 
— East Coast strip and extends south to the 
— State of Trengganu. 
= The fourth party, Hizbul Muslimin, or 
» Hamim, which was formed just this year 
by the former president of Pas, Datuk 
— Asri Muda, was beaten soundly. Asri, 
—— whose name had been synonymous with 
Pas for the better part of two decades, 
could only say he was not giving up the 


32 


+ 
. 


b P 


are state- 






for Reagan 


Moscow's defence of its 
attack on KAL 007 lends 
support to the US stance 





Washington: The Soviet Union's res- 
ponse to worldwide demands that it ex- 
plain its shooting down of Korean Air 
Lines Flight 007 on September 1 is helping 
to rally support behind United States Pre- 
sident Ronald Reagan, who has described 
the Soviet attack as an act of barbarism. 
Expressing no signs of remorse for the at- 
tack on KAL 007, Soviet Foreign Minister 
Andrei Gromyko told the European Sec- 
urity Conference in Madrid on September 
6 that the attack was justified and warned 
that future incursions of Soviet airspace 
would also “bear the full brunt” of Soviet 
retaliation. 

"In one act, the Soviets have made the 
point that Reagan has tried to make from 
day one: [that] the Soviets are heavily 
armed, nasty, and dangerous," a US offi- 
cial told the REVIEW. 

By limiting his outrage essentially to 
tough rhetoric, Reagan helped defuse any 
image of him as a warmonger. Although 
the US response — merely retaliation 
against the Soviet airline Aeroflot — was 


Passing on Pas 


^ ‘Voters in two Kelantan by-elections opt for the National 
Front — reducing the infiuence of traditional Islamic parties 


Struggle and that the disaster was not the 
end of the party. 

Asri's announcement was reminiscent 
of his statement in 1978, when he led Pas 
to the election debacle which ended nearly 
19 years of its rule in the Kelantan state 
assembly, winning only two of the 36 seats 
contested and losing his own seat. The 
beneficiary was the then-new breakaway 
party, Berjasa, which won 1 | seats in coal- 
ition with Umno. 

Asri again led the party in the 1982 gen- 
eral election, with somewhat better results 
— securing 10 seats, including two that 
came without a fight because the govern- 
ment candidates were disqualified for al- 
leged errors in their nomination forms. 
The latest state assembly by-elections 
came when the High Court here ruled that 
the two should not have been disqualified 
and the election commission ordered fresh 
elections. 

But long before these free seats were 
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Gromyko in Madrid: blunt warning. 





calculated to be soft so as to get US allies 
behind it, administration strategists have a 
longer-term view. The US response not 
only reinforces Reagan’s description of 
the Soviets, but also boosts Japanese 
Prime Minister Yasuhiro Nakasone's ef- 
forts to increase Japan's defence role in 
response to the Soviet build-up in North- 
east Asia. 

More importantly for Reagan, the re- 
markable groundswell of anti-Soviet sen- 
timent here is seen as benefiting Reagan's 
efforts to get a large defence budget 
through the US Congress, and to get con- 
troversial new missile systems, such as the 





had become increasingly isolated and re- 
signed his presidency rather than be voted 
out of office; he then formed Hamim. 
The Kelantan by-elections demon- 
strated the ruling party's political skills 
and the poverty of ideas that is slowly de- 
stroying the Islamic parties. Of the two 


| seats, the urban seat of Kemumin. with 





just less than 12,000 registered voters, was 
seen as a Pas stronghold. Even during the 
voting the state's Umno Chief Minister 
Datuk Mohamad Yaacob said Pas would 
probably win with a tiny majority. "The 
odds are 51 to 49 in favour of Pas,” he said. 
"But we are still hoping to pull it off." In 
the event, the Berjasa candidate, Umar 
Ibrahim, polled 52.6% of the votes, net- 
ting 4,389 votes against Pas candidate Che 
Hassan's 3,727. 


A the campaign warmed up, Pas was 
reduced to attacking the govern- 
ment's Islamic policies, repeating the old 
line that the National Front was material- 
istic. The attack went sour, however, 
when Asri began to criticise Pas for being 
“pre-Islamic” (meaning un-Islamic). He 
argued that there was merit in the govern- 
ment's programme of building an Islamic 
university and instituting an Islamic bank- 
ing system, and that Pas was being absurd 
in asking for total Islamisation overnight. 
Asri also repeated the now familiar gov- 
ernment line that non-Muslim sensitivities 
must be taken into account.in policy- 
making. 

Pas, forced to react, began to temporise 
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an Union modify ce | 
tices and procedures, - anctions 
against Aeroflot and calis on the Soviets to 
compensate the families of victims. 

The resolution is milder than the senti- 
ments express by the US public, which has 
taken to the streets in a number of cities 
and banned the sale of Soviet vodka in at 
least 18 states. 

‘Unless KAL 007's black bax’ flight re- 
corder is somehow recovered, it is doubt- 
ful that much more information on the cir- 
cumstances surrounding the incident will 
surface. It is not clear whether the Soviet 
assumption that global reaction will fade 
into. business-as-usual is correct, but that 





appears to be the basis upon which Mos- 


cow is proceeding. — ROBERT MANNING 


and defended its earlier harsh criticisms by 
claiming that it was the materialistic ap- 
‘proach of the government which was at 
fault, not the programmes themselves. It 
also attacked Asri for being a government 
stooge. 

At this stage, with about 10 days to go 





before polling, it was clear to voters in 
` Kemumin and the rural seat of Selising, 


(s just over 20 miles away, that. the Islamic 
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*jng — which the government was quite 
confident of winning — the surprise was 


not the victory but the size of it — the 
Umno. candidate, Wan Mohamad Wan 
Abu Bakar, polling 5,734 votes against 
Pas candidate Mohamad Nawi's 
votes. Hamim's candidate got 161 votes, 
just two more than his colleague i in Kemu- 
min. 

The National Front's victories in Kelan- 
tan were not spectacular but they do spell 
doom for Hamim. More important, they 
indicate that the writing is on the 
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By Robert Manning 


Washington: The September 25-29 visit 
to China by United States Defence Secre- 


tary Caspar Weinberger marks the begin- 


| ning of a new phase in US-China relations 
and underscores a new realism on both 

| sides that has developed since the visits of 
| Secretary of State George Shultz in Feb- 
| ruary and Commerce Secretary Malcolm 


Baldrige in May. 
“Shultz” trip cleared the air, and Bal- 


| drige made it clear to the Chinese that we 


were serious about high-technologv trans- 
a high- 

level administration official said. Penta- 
gon sources indicated that Weinberger has 
had a long-standing invitation, but if was 
only after Baldrige made it clear to Peking 


that substantial changes in US policy on 
| technology transfer were forthcoming that 
| Peking proposed a date for the Wein- 


berger visit. 

There have been no high-level military 
visits in either direction since 1980, China 
cancelled then defence minister Geng 


Biao's visit in 1951, primarily because of 
| disputes over US arms sales to Taiwan. 


The low priority Peking has assigned to 
and, until re- 
rhetorical tug-of-war with 
Washington over Taiwan have kept the 
issue of US military sales to China on the 
backburner. 

The Weinberger trip will address both 
the technology and military sales ques- 


tions. But more than. this, it signifies an- 
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licy shift has answered the question posed 
by Peking — in essence: *Are we friend or 
foe?" 

At the same time, discussions on a US- 
China bilateral nuclear accord are close to 
conclusion. China has applied for mem- 
bership of the International Atomic 
Energy Agency, and the week before 
Weinberger is to arrive, a US delegation 
will be in Peking for another round of talks 
on the nuclear accord. The agreement will 
enable China to buy US equipment for its 
civilian nuclear-power programme. As if 
to clear the air for the two rounds of US 
visits, China recently lifted a ban on im- 
ports of US agricultural products. 

Even on the Taiwan issue, the Wein- 
berger trip suggests some progress. After 
the US administration announced a 
US$530 million arms package for Taiwan 
on July 15, Chinese Ambassador to the 
US Zhang Wenjin lodged a formal protest 
only a week later. Zhang's delayed pro- 
test, after an initially mild reaction, accus- 
ed the US of violating the August 17, 
1982, joint communique, which commits 
the US to a ceiling on the qualita- 
tive or quantitative level of arms 
sales to Taiwan based on the 1980 
level of US$630 million. China 
argues that the level of arms sales 
to Taiwan may approach US$800 
million this year. The US main- 
tains that the total does not exceed 
the 1980 level if inflation is ac- 
counted for. 

The Chinese decision to set a 
date for the Weinberger trip 
within a week of accusing the US 
of violating the 1982 communique 
suggests that either the Taiwan 
issue is overshadowed by the 
technology question or that Pe- 
king was merely probing the US 
on the communique's wording. In 
any event, the Weinberger trip 
underscores at least a tactical shift 
in China's US policy, "The Chin- 
ese realise they've got as much as 
possible out of Reagan and they 
want to lock in everything before 
the US election campaign next year," said 
a former China specialist on the National 
Security Council. 

A senior US official added: "Before the 
Baldrige visit, the Chinese would raise 
their litany of complaints at every meet- 
ing. But I think that trip turned things 
around. Maybe their talks with the Soviets 


have not gone well, maybe the high-tech 


stuff did it, but they stopped pushing us so 
hard." 

US officials caution that there are still a 
number of outstanding disputes — over 
China gaining membership in the Asian 
Development Bank, compensation for 
Qing dynasty Chinese railway bonds and 
China's protest against Pan Am's resump- 
tion of flights to Taiwan. Officials say 
these matters have been put on the 
backburner by Peking, but add that an in- 
cident, such as railway bond holders seiz- 
ing Chinese property in the US, could un- 
ravel recent progress in bilateral relations. 

The Weinberger trip, however, accen- 
tuates the positive. Pentagon officials say 
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it is aimed at "continuing the strategic 
dialogue." A State Department official 
said Weinberger would be investigating 
the state of the People's Liberation Army 
"so he will better understand China's de- 
fence needs." Although it is not clear if a 
high-level Chinese military delegation will 
make a return visit to the US, Washington 
is due to increase "working-level military 
exchanges," a Pentagon official said. So 
far military exchanges have been incon- 
clusive. 

The Pentagon view is outlined in a 
leaked defence guidance document which 
surfaced in the US press this year. The US 
aim, according to strategic planners, is to 
"enhance the durability of our strategic re- 
lationship with the People's Republic of 
China through a continuing programme of 
military-to-military contacts and prudent 
assistance . . . in defensive weaponry.” 

There has been little progress in the 
US-China strategic relationship during 
Reagan's tenure. But the US posture to- 
wards China has altered since the ouster of 
Alexander Haig as secretary of state more 


Shultz in China: a new realism. 


than a year ago. "Haig saw China as an 
anti-Soviet weapon and wanted to make 
them de facto Nato members. Shultz has a 
more balanced view, looking at economic 
and Pacific Basin regional factors," one 
well-placed US official said. 


pe on which the US and China have 
parallel interests, such as Afghanistan 
and Indochina, are also on Weinberger's 
agenda. But the centrepiece of his talks 
will be the technology-transfer issue. 
There has been a behind-the-scenes battle 
here as the US administration has drawn 
up new export guidelines liberalising ex- 
ports to China. The guidelines, which are 
due to be released soon, should quicken 
the approval process and spell out more 
clearly what is available to Peking. 

The new rules have a green-yellow-red 
"stoplight system." Items on the green list 
can be approved by the Commerce De- 
partment with a presumption of approval 
which means it does not have to go back to 
the Pentagon for clearance. Items on the 


yellow list will be approved on a case-by- 
case basis which will establish precedents 
and become progressively more clear, 
while items on the red list carry the pre- 
sumption of disapproval. 

The administration has taken longer 
than. expected to approve the new 
guidelines in part because of Pentagon re- 
luctance to liberalise dual-use levels for 
items on the green list so that divisions can 
be set properly. The new policy will make 
available to China semiconductor fabrica- 
tion equipment, software for computer- 
aided design and manufacture, and gen- 
eral-use high-speed computers. 

The US has already approved the first 
phase of the sale by International Tele- 
phone and Telegraph of a digital tele- 
phone system worth US$250 million. A 
number of controversial requests now 
pending will be placed in the yellow zone. 
These include the Hyshare 700 computer 
system made by Electronic Associates 
Inc. for use at Harbin University in 
northern China. Obtaining final approval 
for the Hyshare 700 with all the equipment 
desired by Peking has been a topic of 
major controversy here because the com- 
puter system could be used in missile de- 
sign. 

In the early stages of the guideline pro- 
cess, the Pentagon had been recalcitrant 
on several dual-use items. But a State De- 
partment official confirmed what analysts 
both in and out of government are saying 
— that “we've got everyone on board now 
and realising that a strong and modernised 
China is an asset." 

Nonetheless, even after the new 
guidelines, the US policy battle will con- 
tinue as the Chinese make requests. Items 
such as ossiliscopes and multispectral 
scanners, key components in military air 
and satellite photo resolution, remain un- 
resolved, both in what level of perform- 
ance might be allowed and in regard to 
the item itself. 

A State Department official speculated 
that the Chinese may give Weinberger à 
shopping list of military hardware. Offi- 
cials say China may want anti-air and anti- 
tank weaponry and radar systems. Several 
dozen US firms have had "licence to mar- 
ket" approval for some time. This is the 
first stage of export approval and is usually 
not granted unless final approval is likely. 

Officials also say that China is more in- 
terested in co-production than in buying 
large amounts of US hardware. “They just 
don't have the budget," a Pentagon offi- 
cial said. Among the companies who have 
been talking with China are Lockheed, 
Boeing, and Bell (helicopters). The 
Chinese, say well-placed sources, are in- 
terested in C130 transport planes, CH47 
transport helicopters, tactical air defence 
radar, early warning radar antennae, 
counter-measure devices and tropos- 
pheric communications equipment. 

How much military-related equipment 
the US may provide to China may depend 
largely on assessments made during the 
Weinberger visit. But it seems clear that 
though US-China ties have grown more 
complex, the strategic dimension, though 
perhaps redefined, is being enhanced. 
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Your Diners Club card is welcomed at The 
Four Seasons in New York, La Cabana in 
Buenos Aires, and Gaddi’s in Hong Kong. 
Diners Club International is Your World Card. 


If you have any entertaining to do, whether it's 
business or social, Diners Club can make 

it an event. Because it's honored at the best 
restaurants, hotels and clubs in more than 150 
countries around the world. 








IHE FIRST CHOICE 


Sheraton Hotels 


WHERE STYLE SURROUNDS YOU 


No matter how far you travel, you'll be pleased convention city. And this year, the Sheraton- 
to discover something refreshingly familiar: the | Auckland debuts as New Zealand's first 





Sheraton name. Around the world, it means world-class hotel. 

dependable quality, unsurpassed service and the For business travelers, staying with Sheraton 

best amenities. That's Sheraton's style. means staying in touch with home and the world 
In Sydney, it's 24-hour room service, valet via 24-hour telex, news wires and newspapers 


parking and the morning paper at the Sheraton- fresh off the press. In central locations, close to 
Wentworth. At the Sheraton-Perth, it’s a sunny major airports and business districts, we provide 
view of the meandering Swan River. Sheraton's superior meeting facilities— complete with 

style and a wonderland of nature surround you at secretarial and translation services. 

the Sheraton-Rotorua in New Zealand's For everyone, we've got pools, shops, tour 


iini] [YS 


"nis RERRESR 
Mnn 7 ^u 


wr i 


A ji : ' 
sem p 





Distinguished service at Sydney’s Sheraton-Wentworth. The Sheraton-Perth is the best in A» 


SEOUL e TOKYO e HONG KONG e TAIPEI e MANILA e BANGKOK e SINGAPORE 





always surrounds you with distinctive style. 


@ SEOUL And soon we'll have two new hotels—in 
e Brisbane (1984) and a second hotel in 
TOKYO Singapore (1985). When you stay with Sheraton, 
9 NEPAL BONS p” b you know you're staying with the best. 
Inns For reservations at any of the more than 430 
= BRUNEI Sheraton Hotels worldwide, call your Travel Agent, 
Sa 1 H K 3-723-3535 ^ Mar ila 50-60-41 
. ong Kong 3-/23- anila 
pus c MEE Ny Tokyo 264-4270 Bangkok 233-5160 
Osaka 314-1019 Sydney 231-6677 
"Hotel opening in 1985. BRISBANE Seoul 442-8211 Australia toll-free 
4 MES (1984) Singapore 235-4941 008-222229 
entertainment, PERTH e 
the finest food a S SYDNEY I gas 
and drink in a superb 
variety of restaurants, and some of tone, 
the most comfortable accommodations you ve 


ever had the good fortune to come back to. 


© 
In twelve hotels throughout Southeast Asia, 
the Orient, Australia and New Zealand, Sheraton Sheraton Hotels 
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Relax in the stylish elegance of the Sheraton Auckland's Rendezvous Lounge. 


èe BRUNEI èe PERTH e SYDNEY e BRISBANE èe AUCKLAND e ROTORUA, N.Z. 





The olive tree survives 
for centuries. 


The technique for making olive 
oil has survived even longer. 





For a closer look at the world of Alfa-Laval, please write to: 


Public Affairs Group Staff, Alfa-Laval AB, PO Box 500, S-147 00 Tumba, Sweden. 


live oil is still one of the world's cleanest and 
most natural cooking oils. And for centuries the 
method of producing it has remained unchanged. 

Every October around the Mediterranean, once 
the harvest is in, the olives are crushed and pressed. 
The liquid is left to stand in a vat so that the oil can 
gradually float to the surface (just as cream does in 
milk) and then be skimmed off with a ladle. 

There are, however, certain drawbacks; it is 
impossible to collect all the oil from each fruit, and 
the quality of the finished product varies. Yet olive 
growers have gone on producing olive oil in this way 
for centuries. 

Until the day an Alfa-Laval fluid separator was used for the first time to draw the oil 
from the water. 

After that, the traditional ladle was redundant, and there was no longer any need 
to waste time waiting for the two fluids to separate. Nor any need to tolerate 
irregularities in the oil's quality. 

The introduction of the Alfa-Laval separator was the first technical advance 
) made in this industry for thousands of years. 

Today Alfa-Laval technology spans the entire production process; from 
washing, crushing, and pressing the fruit, to the final collection of the oil. But even 
that is not enough for us. As leaders in biotechnology we are currently working on 
_) ways to turn olive stones into protein and energy. 
ji Revolutionising an ancient production process is typical of our innovative way 
of solving problems. All over the world we 












The Growing World of Alfa-Laval are finding new applications for well-proven 

Alfa-Laval employs 18,000 people in Alfa-Laval product lines 

35 countries and its annual turnover of ; TI l i 

USS1,100 million (a 13% increase over 1981) Ultimately our aim is this; to find 

represents 10 consecutive years of growth. environmentally safe and cost effective ways 

87% of this turnover was derived from sales f lyi h id's food Stel 

outside Sweden. Over the past five years, or supp yng the world s and energy 

dividend growth rate has averaged 11.196. needs. This, we feel, is potentially the world's 
> Today Alfa-Laval's products and processes are | next major growth area 

solving problems in 125 countries and in over N 

170 industries — from energy production, In other words, we are creating new 


environmental control and food processing to | markets from great ideas. 
resource recovery, agriculture and chemical 


engineering. 
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VALIN POLLEN, LONDON 


Creating new markets from great ideas. 


For instance, supermarkets 
need it at the checkout. 


In one motion, supermarket checkers now turn instant 
Coffee into instant information. With NCR scanning 
systems, data on each item scanned is immediately 
available to the store manager, headquarters, 
wholesaler — whoever needs to know now. 


NCR's advanced transaction processing makes 
it happen. The result? Faster customer service. 
improved checker productivity. Better stocking. 
More efficient labour scheduling. Which all adds 
up to increased profits. 


Another advantage — checkers, store managers, 
and headquarters executives don't have to be 
computer experts. Because we design our 
systems to give you the power you do need, 
without adding people you don t. 


At NCR, we dedicate our worldwide resources to the development I 
and support of complete, cost-effective, ‘‘right now” information $t 05 


systems. Systems that meet the data processing needs of the food- | 4 
store industry and a wide range of businesses around the globe. 7 


You can have NCR computer 
power where you need it. Call 
your NCR representative today. 
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where you need it. 


«oe Weng 
an Your organization will benefit 


with NCR Computer Power 
in your hands, too. 





Merlin Gerin, one 
of Europe's 
leading switchgear 
manufacturers, 
designs and builds 
switchboards and 
complete 
installations for 
monitoring and 
distributing 
electrical power 
all over the world. 
Merlin Gerin is 
involved from the 
power plants to 
private housing 
and through 
industrial and 
commercial 
market sectors. 
15 000 employees 
work towards 
mastering 
electrical power. 






































Information Dept. 


Please send me information on your company 38050 Grenoble Cedex 
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MERLIN GERIN 


FAR EASTERN OPERATIONS 
Singapore : MERLIN GERIN Far East Pte Ltd 
Sydney MERLIN GERIN Auxtralia Pty Ltd 
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Enjoy the privacy of a living room. 
ALITALIA BUSINESS CLASS. 





To other airlines, it's first class. To Alitalia, it's our spacious Business Class - up front in our 
new 7477s, Other airlines seat you six across in Business Class. Or even eight On Alitalia, 
we seat you four across. Two wide seats on one side of the plane, and two on the other. 
With a huge aisle in between. So there's plenty of room to stand in, walk in or just 
stretch your legs in. You'll need it after we wine and dine you. It's a flying feast starting 
with cocktails and hors d'oeuvres, continuing through a superb Italian meal. And there's 
equally superb shopping from the Alitalia Boutique, featuring the best of Italian fashion: 
Battistoni, Ferragamo, Gianni Versace, Trussardi, Valentino and more at unbeatable 
prices. But you don't have to wait until you're on board to experience our Business Class. 


It starts with a separate check-in where you can select your favorite seats. And an exclusive = = 
lounge at many airports around the world. So, next time you fly, make sure you fly Alitalia Al i i ta ! Í a 
Business Class. Because at Alitalia, more than any other airlines, Business comes first A 

















| NE. of Fleet St 
foreign editors, Cha 
prowling the streets « 
cently, rescarching an i 
issue ET. a Briten ma 


























is | Gok restaurant Which a 
re- | Steamed Chinese Herd" a Erie 
97 Sharkpins." but he decided to try the 
er | “Fried Lizzard" instead. | 

Back in Indonesia, the Swastika res- |. 
aurant in Bali has a wine list guaranteed | B - 
“to confirm the prejudices about perfidi- | J 
. ous Albion nursed by any self-respe tin 
Frenchman (and aren't they alic 


———— €— e —À 


- LONDON WINE - 


Chablish ( Charbounier . Rp. we 


* mong the qua 
was: i 










i medica allo 


| E. Remarks — 

Candidate. mi 
probus staggeri 
„af warni 











































“Which seems tc 
"Scout motto ^ “Be 




















| s Ke | de i | too far. 
á n aujol :harboumer f l n c B emo | 
terse, pes 3. Row d' Anjou ( Charbounier } . Rp 
FOCUS editor D (4. Medoc ( Charbounwer } Rp. 








1 aurea about e ot 
was treated to an ecstatic descrip 
the girl's new job: how her bos: 
wonderful man who drove heri 
to work every morning in a lii 
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rka Still in Indonesia, Steven. Cochrane 
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to break. After six silent weeks, during 
| "which the story failed to materialise, a 

restive Redfern fired off à cable to Foley 
which read simply: *Luke ii: 29." Appa- 
rently the God-fearing Express lacked a 
Bible, so a messenger was sent out to 
purchase one. The relevant passage 
proved to be the Nunc Dimittis: "Lord, 
now lettest thou thy servant to depart in 
peace, according to thy word." 

Foley's response was merciless: "Un- 

promised. Onstay." 
. Another two weeks passed, and Red- 
fern tried again: "II Kings viii: 13.” By 
this time the Express had mislaid the first 
Bible, so another was duly purchased. 
The relevant text read: “Is thy servant a 
dog that he should do this great thing?" 
© Foley's reply: "Undog. Onstay" — 
. and so Redfern did. History does not 

record whether he was rewarded with 
the story he was, with un- -Job- like im- 
patience, awaiting. | 
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B52 in flight; Hawke: a possible cause for collision. 
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A winter of discontent 


Compromise prevails at a South Pacific Forum meeting, 
but several basic issues remain unresolved 


By Helen Hill 

Canberra: The Australian capital in 
winter is not a congenial place, particu- 
larly for visitors from the Pacific islands. 
Nevertheless, heads of government at- 
tending the 14th South Pacific Forum here 
atthe end of August were attracted by the 
prospect of secing Labor Prime Minister 
Bob Hawke in action and ascertaining 
whether his government would have any 
new approaches towards the Pacific. De- 
Spite some innovative proposals, how- 
ever, compromise prevailed among the 14 
South Pacific leaders who attended. A 
number of difficult issues were left unre- 
solved by the forum, which functions on a 
consensus basis. 

Neither of the two issues that domi- 
nated the meeting — the decolonisation of 
the French territory of New Caledonia 
and a proposed South Pacific nuclear-free 
zone — was advanced to the satisfaction of 
proponents. Action on both questions was 
effectively postponed for another year. 

The forum made its strongest declara- 
tion yet in support of the independence 
rights of the Kanak people of New 
Caledonia. But a proposal by Vanuatu 
Prime Minister Walter Lini to support the 
re-listing of New Caledonia on the agenda 
of the United Nations decolonisation 
committee was held in reserve pending 
further study by a forum delegation of 
progress towards self-government in the 
territory. 

Similarly, a proposal by Australian 
Foreign Minister Bill Hayden to take steps 
towards a South Pacific nuclear-free zone, 
while receiving Support in principle, was 
postponed to next year's forum in Tuvalu. 
Australia has agreed to provide forum 
members with more details on the propo- 
sal's implications for Pacific-wide security 
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and for Australia and New Zealand's obli- 
gations under the Anzus treaty, which 
joins the two to the United States. 

The South Pacific Forum, consisting of 
all independent South Pacific island. na- 
tions“plus Australia and New Zealand, 
(with the Micronesian federation as an of- 
ficial observer), was founded in 1971 by 
Fiji, Western Samoa and the Cook Is- 
lands, following dissatisfaction with the 
existing regional body, the South Pacific 
Commission. 

The commission, established in 1947, 
had resisted demands by newly indepen- 
dent island nations to give them more 
power and to enable political issues to be 
discussed. In 1972 the South Pacific 
Bureau for Economic Cooperation was 
founded by the forum as its rescarch sec- 
retariat. 

There were familiar charges that the 
bureau was duplicating the work of the 
South Pacific Commission. The usual ob- 
jections, that territories not granted self- 
government which are currently served by 
the commission, such as American 
Samoa, French Polynesia and New 
Caledonia, cannot become members of 
the forum, were raised. But rising ad- 
ministrative costs led to formation of a 
ministerial committee to make recom- 
mendations for rationalisation. 


he Commonwealth Heads of Govern- 

ment Regional Meeting also came 
under critical scrutiny. Although a pro- 
posed meeting will probably go ahead in 
Port Moresby next year, the view is 
spreading that a meeting which includes a 
huge country like India, tiny countries 
such as Tuvalu and Kiribati and two-fifths 
of Asean is nota high priority, particularly 


as Pacific. heads of 
government already 
meet two or three 
times a year. 

The future of the 
Pacific Forum ship- 
ping line, the forum's 
only economic joint 
venture, was the sub- 
ject of acrimonious 
debate. The three- 
vessel line has made 
losses of A$29 million 
(US$25.5 million) 
since 1977. New Zea- 
land Prime Minister 
Robert Muldoon 
attributed this to 
“Pacific-ignorant Aus- 
tralian bureaucrats 
whose knowledge of 
transport is limited to 
getting in the car and 
driving to Sydney.” Australia, unlike New 
Zealand, is not a shareholder in the line, 

Hayden claimed that the Pacific region 
is “an area where there is a gross excess of 
shipping tonnage available and the ship- 
ping line is not commercially viable.” 
Throughout the forum Muldoon kept up 
pressure on Australia to allocate the 
A$3.5 million needed to drag the line out 
of the red, but this was resisted. 

Forum island countries are themselves 
divided over the importance of the line. 

Both New Caledonia and the nuclear- 
free zone have a long history within the 
debating chambers of the South Pacific 
Forum. Recently Hawke and Hayden 
have been making political mileage within 
Australia with strong statements against 
the French for their nuclear testing on the 
Mururoa atoll in French Polynesia. There 
was a Certain wariness, however, particu- 
larly among the Melanesian bloc (Papua 
New Guinea, the Solomon Islands and 
Vanuatu), that Australia’s proposal indi- 
cated more concern for Anzus treaty com- 
mitments than for Pacific priorities. 

All the Melanesian countries oppose 
the visits of nuclear-armed vessels to their 
ports. Papua New Guinea has recently 
banned the overflight of B52 bombers, a 
policy which could collide with Australia’s 
decision last year to allow the bombers to 
visit Darwin. 

The Australian Government clearly 
views its proposal for a nuclear-free zone 
as aimed mainly at the French. The draft, 
which had the agreement of Washington, 
stresses that the question of port access is a 
matter for bilateral negotiation. There 
was no opposition to the proposal from 
Muldoon, who said: "We could have lived 
with it.” 

This was the fifth forum to be attended 
by an unofficial delegation from the Front 
Indépendantiste of New, Caledonia. Five 
forums have now carried statements sup- 
porting independence for New Caledonia 
and calling on France to move towards 
self-government. However, the socialist 
government in Francezhas, ironically, 
made it more difficult for the front to get 
the sort of support they are seeking from 
the forum. 
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Yann Celene Uregei. the front's foreign 
affairs spokesman, has argued since 1979 
for the regional body to support the listing 
of New Caledonia on the agenda of the 
United Nations decolonisation commit- 
tee. He and members of three other front 
parties came to Canberra arguing that re- 
forms which the French had initiated, 
while supported by the front, were not 
leading to independence and that Paris ap 
peared to have no plans for 
colonisation. 

“Reforms for greater equality within 
the territory have created new bureau- 
cracies and do not address the question ol 
self-determination," they Say "Now," 
said Uregei, “the UN decolonisation 
committee is the only way of ensuring the 
irreversibility of progress towards decol- 
onisation." Forum leaders, however, 
seemed to be arguing that France's inten- 
tion is to move towards independence 

Another unofficial delegation was pre- 
sent this year for the first time — Jacqui 
Drollet and Peni Atger, territorial assem- 
bly members from the pro-independence, 
anti-nuclear party, la Mana Te Nunaa, in 
French Polynesia. While it only has three 
members in the assembly, it 1s the fastest 
growing political party in Tahiti. Inspired 
to come to Canberra, they said, by 
Hayden's statements on the nuclear-free 
zone, the two were content to use the oc- 
casion to make initial contact with the del- 
egates from the independent Pacific, 
rather than trying to influence the out- 
come of the final communique. [i 


de- 


information and reset 

v Holiday Inn oi 

Golden Mile Holiday Inn Hone 

IST PO Bow 95555, 50 Nathan 

Hone Kong. Tei: 3-693111. 
Cable: HOLIDAYINN 


n n , 


FAR EASTERN ECONOMIC REVIEW e SEPTEMBER 22. 1983 


the Director ol 
Kong, 
Road, 


HX 56332 


MEDIA 








Reining i In the press 


| Thailand agrees to review proposed legislation which 
| could be used to restrict journalistic freedom 


By John McBeth 


Bangkok: The government has headed 
| off, at least for the moment, a looming 
| confrontation with Thai journalists by ag- 
reeing to review controversial provisions 
of new legislation which seek to impose 
tighter controls over Thailand's free- 
wheeling press. Critics say the govern- 
ment-sponsored Press Bill ts little more 
than a clumsy attempt to perpetuate re- 
strictive measures embodied in previous 
statutes dating back to 1941 , and to build à 
legislative framework around Revolution- 
ary Decree 42 — an edict issued following 
the military coup of October 1976, under 
which the police director-general has un- 
challenged powers to close down a news- 
paper indefinitely. 

[he Thai press is generally considered 
one of the freest in Asia, but with the legal 
mechanism already in place to deal 
harshly with errant newspapers and 
magazines, commentators point out that 
the willingness or reluctance of authorities 
to invoke such measures depends only on 
the prevailing political climate and, in 
some cases, the degree of sensitivity sur- 
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rounding a particular subject. The draft 
legislation, itis felt, would only strengthen 
the government's already strong hand, 
and some journalists believe Thailand is 
merely taking the lead from other Asean 
countries in which censorship in one form 

r another is far more insidious. 

E hese journalists say one example of 
this is clearly evident in Article 26 of the 
Press Bill, which would require editors, 
publishers and proprietors to renew their 
licences annually — a stipulation already 
in force in Singapore and Malaysia. Critics 
claim the measure would pose an ever-lin- 
gering threat to the freedom of the press, 
and Thai civil-rights lawyer Thongbai 
hongpao, a member of the Confedera- 
tion of Thai Journalists (CTJ) executive 
committee, has even gone so far as to de- 
scribe it as direct censorship. The progres- 
Thai-language Matichon daily com- 
mented: "Newspapers are now going to be 
forced to cosy up to the police department 
cach year s" 

[he original draft was drawn up abouta 
decade ago, but parliamentary sources say 


Sive 


Golden Mile 


Holiday Sw 


Hong Kong 


Dp 





45 












hire; England. 
Africa at thë age of 12 with. a 
lowed mother. Perhaps he. shouldn't 
» described as an "eye specialist" but as 
ght restorer” — as he is described 
nd known in South Africa and respect- 

3 mcepe ted in Taiwan and Sri 














must now hei in "Lis 70s if we senile 
'spondents. who met him in 
ifter Rommets surrender, have 
memories. (He had enlisted in 
h African infantry at the begin- 
the war and, after the German 
n North Africa, had become an 
on officer with the South Afri- 
Air Force and Britain's Royal Air 





3 started his own legal practice in 

varitzburg after the war and then 
s.long and correlated fight to 
lind. Itseemsthat he had never 
the Plight of the CE who 



















! yc [- denied 


vised by the Interior Ministry 
sition Chart Thai party MP. 
raikhupt introduced legislation 
e abrogation of Revolutionary 
and Charas Puachuay, an MP 
government's | Social Aetion 
ibmitted a second: bill seeking 
Mishment of a press council. It 


e government was willing to rè- 

















journalist hon the : attempt by LU 





aha Was. run | 
and — went. to- 


based but MWOHOWIOE | 


| 
' 
| 
| 


volutionary Decree 42 only if 4 
something in the Press Bill to ye- | 













^on a case-by-case basis." 





bia dna 3 Mauritii byes do not have r ra- : 
cial or ethnic differences. 
.. Now thairman of the Sight Restora- 
tion Council in South Africa, Simon has 


i ~ | Been presented with the Gold Medal of 










































fronted with the firm South ‘African 
legislation which then insisted — not sur- 
prisingly or perhaps unreasonab 
that cornea cow 
dead person 
of relatives. By the time that consent was. 
granted, the cornea were usually useless. 

But in the mid-1970s, Simon travelled 
around South Africa at his own expense 
and successfully ‘mobilised support — 
governmeni ofera newspaper 
editors, ola. surgeons and hospi- 
tals — for his shrewd proposed amend- 
ment. He proposed that persons who 
died violent deaths —- car accidents, 
shootings, stabbings, and so on — could 
have their cornea removed without rela- 
tives’ approval.. 

The amendment became law in May 
1975, and as a result more than 2,000 
blind South. Africans (mostly black) 
have since had their sight restored. 
Enough cornea are now becoming avail- 
able in South Africa to provide a surplus 
for export to Argentina, Malawi, Zam- 
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period of time.” 





"When an article has been printed or pre- 


or public. morals or a threat to national 





| be removed from a | 
1 only with the consent | 


ul Mérit = X the highest award Lions Inter- 


átionál can give. He has also spoken at 


H seminars in Arizona, was made an hon- 
: orary citizen of Florida, and watched the 
South ^ African flag being hoisted 
| alorigside the Stars and Stripes in his 


honour in Tennessee. 

And on his visit to Taiwan last year, 
invited by the Lions’ Club of Taipei, | 
"Simon the Eyeman" was able to distri- 
bute drafts of the South African amend- 
ment to visiting foreign ministers of 
state. 

I only hope that some day the Sight 
Restoration Council of South Africa will 
deliver a detailed report on the success 
of cornea replacement throughout the 


world. That report could encourage a 


widening of horizons for so many blind 
people. 

Simon himself observes modestly and 
characteristically: “I take no credit for 
this success. I believe I am only instru- 


mental in helping people and I am happy 


that I was able to help them." 
(Due acknowledgment to Deirdre 


_ Smith for her interview with Simon. May 


security or is in violation of individual | 


rights or Article 35, he can take action . 

such action, it 
says, can take the form of a warning, a ban 
on the sale and distribution of the news- 


paper concerned. and the seizure of its 
printing press, or, _the revocation of its. 


A i- | Hoence. 













e. ences c of. pes papers í 








Us paid "de But a 
ominous note is sounded i in Arti- 
a the. bill, which reads: “When 














pu blie eh the press ss officer’ ep 
! n. ie issue. an order — | tir 


: the press officer t to E dosa | 











Len clauses jas down provisions. for. 


A direct: censorship during times of war, | 
is rimari law or w 
national emergency hough these are not 12 





hat.is loosely defined as a 


the subject of conte 
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a story | 
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| I meet him again after 40 years’ separa- 


tion, ae 






iva worry in Thai press circles, and 


; .| has given rise to suspicions that Article 41 
Article 37 is little different in its thrust: 


may be used to cover up the misdeeds of 


government officials. 
pared for publication which the press of- | 
ficer holds to be against peace and order | 


While journalists accept the inevitabil- 
ity of certain government controls and the 
basic role of the press officer, they are 
vehemently opposed to the degree of ab- 
solute authority to be vested in him and to 
the appeals process that would apply once 
a newspaper has been closed. Unlike the 
Charas bill, which would have provided - 

for recourse to the courts, the government 
draft calls for a special appeals council 
comprising the interior undersecretary, 


| the directors-general of the police, public 
“prosecutions and public relations depart- 
ments, and three representatives from the 
press. 


Foreign News Editors Club-of Thailand 
president Alongkorn Pónlaboot feels this 
and other provisions reflect the. purely 
bureaucratic view of what function the 
press should have, and disregard its tradi- 
tional watchdog role and the broader 
question of the public’s ‘right to know: 

"We are not asking for total indepen- 
dence; and we re ognise we have to abide 








>| by the law; “he said inan interview, iod 





press officer | may ask the newspaper to | there. a 
; i d. | the righ to appeal to the courts.” d 
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were taken to their fullest lengths, "then it 
will be impossible to write any news other 
than to act solely as a mouthpiece of the 
government." And in a statement issued 
after a recent meeting, the CTJ called sev- 
eral provisions in the bill undemocratic 
and violations of the fundamental princi- 
ples of journalism. 

Criticism has also been heaped on the 
government's concept of a proposed press 
council. Although there is widespread 
agreement that every professional. Thai 
newsman should be a registered member 
of such a council, the CTJ holds the view 
that a press council should be little more 
than a rubber stamp and would have only 
vague powers to enforce the code of jour- 
nalistic ethics it would be expected to lay 
down. 


Ur the terms of the bill, the council 
would elect a committee of 17-21 
members with journalists making up two- 
thirds of the membership and the remain- 
ing third comprising qualified citizens who 
are not government officials and who are 
not attached to government organisa- 
tions. The body would have no authority 
to censure newspaper owners or pub- 
lishers. 

It would have the right to reprimand in- 
dividual members, suspend them for a 
period not exceeding three years or ban 
them from the profession, but how this 
would work in practice is open to ques- 
tion, given that newspapers themselves 
will not be legally bound by the commit- 
tee's decisions. 

Journalists acknowledge that the onus is 
on the Thai press to demonstrate a greater 
degree of responsibility if it wants to pre- 


serve its freedom of expression. While the 


government argues vaguely about “na- 


tional security" and "public interest" as 


two reasons behind the Press Bill's con- 
troversial provisions, it probably has a 
much more valid point when it points à 


finger at press violations of individuals’ | 


rights. 

There is still a general reluctance on the 
part of offended citizens to take refuge in 
the nation's libel laws, particularly when à 
large and influential newspaper is in- 
volved. But despite long and tedious court 
procedures, which discourage libel victims 
from pursuing their grievances in court, a 
trend towards legal action is growing. “It 
is much easier to get involved in litigation 
now," noted one editor. “Ten years ago, 
you would never have heard of it.” 

In a great number of cases, the plain- 
tiffs are public figures who are more con- 
cerned about preserving their reputations 
than seeking damages, but it can still be a 
costly business for the press barons. Apart 
from a maximum six-month jail term 
and/or a relatively heavy fine for parties 
named in a criminal libel suit, the guilty 
newspaper is often ordered to publish an 
apology in as many other papers as the 
plaintiff requires over the period of a 
week. 

Given that the apology could be the full 
text of the court judgment itself, the final 
cost may very. well run into millions of 
baht, with legal fees on top of that. | 
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Asia's biggest aviation event will feature over 400 
world leaders in the aerospace industry 


On show will be the latest developments and 
technology in aircraft, civil and military; defence 
systems, aircraft components and equipment; engines, 
overhaul services and hundreds of related products 


Covering an area more than 300,000 square feet at 
the Singapore Changi Airport, the event has attracted 
seven national groups from Britain, Canada, France, 
West Germany, Israel, Sweden and USA. Besides 
exhibitors from 10 other countries. 


In conjunction with the exhibition, the Financial Times 
of London will be organising an international 
conference focusing on current developments in the 
world aviation scene. 


Don't miss this opportunity to attend the region's 
premier aerospace event — if you are involved in 
civil or military aspects of the industry. Send for 
details now. 


Headquarters Hotel: The Marco Polo, Singapore. 
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apanese tank in 1982 joint exercises: a big step forward 


DEFENCE/JAPAN 








Warming to Uncle Sam 


A defence agency white paper appears to advocate 
controversial collective security ties with the United States 


By Mike Tharp 

Tokyo: Two recent annual reports on Ja- 
panese defence differ on their assessments 
of the nation's present and projected mili- 
tary capability. They also diverge on over- 
all defence policy, but agree on the gen- 
eral goal of increasing Japanese military 
strength. 

The first report is the ninth white paper 
on defence, published by the Japan De- 
fence Agency (JDA). The second is a re- 
port compiled by the Research Institute 
for Peace and Security (RIPS), a private 
research centre founded in 1978. This 
years RIPS study was edited by Prof. 
Masataka Kosaka of Kyoto University 
With the assistance of Brig.-Gen. Kenneth 
Hunt, à former member of the London- 
based International Institute for Strategic 
Studies. 

For the first time, the white paper ac- 
knowledges the importance of joint Unit- 
ed States-Japanese military training. 
Japan's Ground Self-Defence Force held 
joint exercises with the US Army for the 
first time in November 1982. In another 
unprecedented disclosure, the JDA 
scemed to move a step closer to collective 
security ties with the US. “In case of an 
armed attack against Japan, both forces 
would perform their operations in accor- 
dance with their own command chan- 
nels,“ the paper said. 

Elaborating at a press briefing, JDA of- 
ficial Haruo Natsume repeated the con- 
stitutional ban on collective security mea- 
sures. But he added that if an armed at- 
tack against Japan were under way, "it is 
our interpretation [that] we can extend 
protection to US ships that are protecting 
Japan as part of our joint manoeuvres.” 


Critics branded this part of the white 
paper as an endorsement of the collective 
security concept. "This vear's defence 
white paper once again shows that con- 
cerning the defence of the sea lanes our 
country is now being driven into a delicate 
position which may actually open up a 
road to the right of collective self-de- 
fence," a commentary in Asahi Shimbun, 
Japan's second largest daily, said. 

Another shift of emphasis in this year's 
white paper is a detailed description of 
Japan's defence capability and a break- 
down of specific functions performed by 
the ground, air and marine defence forces. 
The paper again cites the Soviet military 
build-up, especially of naval forces in 
Asia: "The USSR continues its unrelent- 
ing military build-up in this area as well, 
both qualitative and quantitative, thus in- 
creasing the potential threat to Japan." 


or the record, the paper attempts to de- 

fine Japan's defence-oriented posture: 
"Passive defence strategy [is] based on the 
spirit of the constitution [which] allows the 
exercise of the defence force only when 
Japan is subject to an armed attack by 
another country, [which] holds the scope 
of the defence capability to be exercised to 
the necessary minimum for self-defence 
and [which] limits the size of the defence 
capability to be maintained to the mini- 
mum necessary." 

The private research group's annual re- 
port reaches several different conclusions 
from those in the white paper. One is over 
defence of the lines of communication at 
sea (REVIEW, Aug. 6, '82). Noting that 
maritime defence capabilities have been 


improved every year, the government's 
white paper states that the goal of provid- 
ing protection extends within “a radius of 
several hundred miles from Japan and, in 
the case of armed attack on the country, 
protecting sea routes for about 1,000 nau- 
tical miles." Present throughout the dis- 
cussion of the sea lanes is the clear impli- 
cation that the objective is a desirable and 
achievable one for Japan. 

However, the private group's report 
takes'à more jaundiced view of the con- 
cept. The paper describes differences in 
perception between the US and Japan 
about the policy. Japanese officials, for 
example, viewed joint studies on the issue 
chiefly as a means of pleasing the US side, 
and they preferred to use their findings 
simply as analytical scenarios rather than 
as concrete commitments to perform a 
mission. The Americans, however, hoped 
the studies would lead to specific ways of 
improving overall Japanese defence capa- 
bility. 

Kosaka, the report's editor, told foreign 
correspondents that “given the very li- 
mited capability and lack of consensus 
among specialists, the day is far off when 
defending the sea lanes becomes a real 
job for Japan's SDF [Self-Defence Forces] 
even 10 years is not enough. Five is out 
of the question." 

Another area of disagreement is over 
the so-called Mid-Term Programme De- 
fence Estimate for four fiscal vears from 
April 1, 1983. The estimate was prepared 
to attain defence capabilities first men- 
tioned in a JDA outline in 1976 and envi- 
sions improvements in air defence, anti- 
submarine warfare, sustainability, elec- 
tronic warfare and overall readiness. The 
estimate provides the basic blueprint of 
Japanese defence efforts during the mid- 
dle of this decade. 

Natsume conceded that the current fis- 
cal crisis in Japan is severe and is marked 
by sizable annual budget deficits and 
budget cutbacks on most items. Both 
domestic and foreign critics have termed 
the mid-term estimate as little more than a 
shopping list of Japan’s three armed ser- 
vices’ hardware needs. But Natsume said 
there was more to the plan than appeared 
on the surface, though he failed to elabo- 
rate. Natsume also stressed that all Japan- 
ese defence efforts outlined in the white 
paper and mid-term estimate were actions 
to be taken with US forces, which would 
increase their effectiveness. 

Kosaka flatly declared that the mid- 
term estimate will not be completed by 
March 31, 1987. “If it is,” he said, “the 
plan is rigorously a defensive plan and 
doesn't extend Japanese capability 
beyond Japan, especially to the sea 
lanes." Osamu Kaihara, a well-known de- 
fence commentator in Tokyo, concurred, 
criticising the plan as "having no concept 
or coordinated way of thinking under 
which forces should be built up." 

US officials are also known to be critical 
of the mid-term estimate, not only be- 
cause they believe its goals will not be met 
on time, There is also concern that the 
concentration on front-line equipment 
comes at the expense of rear-echelon 
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Vus & The Volume will be the legal 
P basis for international arbitration 
a of economic transactions with China? 


(Xinhua: July 4, 1983) 


avid Syme & Co. Limited, publisher 
BOLLECTION OF of ‘The Age’ and China Market 
LAWS AND RE GULATION 1l, Publishing Corporation (Peking), 
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have jointly produced the first 


UJ ITI. ws GHIN | dual-text Laws and Regulations of China 


*? Th 
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concerning Foreign Economic and 


m i Trade Relations. 
mmh wm ^ re . 


For the first time, a Chinese/English dual-text 
collection, in loose-leaf format, with regular updates to 
subscribers. 


As the People’s Republic of China continues to 
modernise and expand its foreign trade, we must 
anticipate further revisions to regulations and 
promulgated laws, and the enactment of new ones. 


The loose leaf presentation provides a convenient 
means of both revising old sections as well as entering 
new laws and regulations as they are issued. 


Additional laws and regulations, now in production, 
will be sent to all subscribers at no additional cost. One 
of the earliest updates will be an 80-page section listing 
the full Import and Export Tariff Schedule of the 
People’s Republic of China. 


RE OO dl 





No foreign company or [he collection currently contains more than 600 pages, |. Constitution of the People's 
yreanisati involved dire Š ly with clearly indexed sections, listing relevant Laws Republic of China 
organisa ion inv O vea direct y OT and Regulations under the following headings: 2. Foreign Investment 
indirectly in trading, investment, és 3. Foreign Trade Administration 

D UB. PUR 4, Specific Economic Zones 
or in the provision of services to veniant runi, $. Foreign Beitsa COMTAN 
the People's Republic of China, | 6. Taxation 

7, Customs 
8. 


can afford to work with anything 
other than the most up-to-date 
information available, and with 
confidence that the Chinese and 
English language texts have been 
subjected to the highest possible 
level of professional scrutiny. 


Inspection and Quarantine 

9, Resident Offices of Foreign 
Enterprises 

I0. Trademarks Administration 

|]. Resources 

I2. Contract 

13. Arbitration 

14. Maritime 

15. Others 








Collection of Laws and Regulations IO ORDER | : 
aing Foreign Eonsostic and Trade TO ORDER YOUR COPY, SEND PAYMENT AND DETAILS TO: 
Relations has been collected and edited in the USA/EUROPE ASIA RAI 

B "o? "4.1 . T 

People s Republic of China, by China Ms. Jane Sharp Syme Media Enterprises Lid., rok s OR: 
Marketing Corporation, and published in Director, 16/Fl., Shing Lee Commercial c/o David Syme & Co. Ltd 
association with David Syme & Co. Limited, China Consultants International Inc., Building, 250 Spencer Street, : 
Melbourne, Australia. 1511 K. Street, 6-12 Wing Kut Street, Melbourne 3000, 
Subscription Price: US$250 includes » M "Mesue DC 2005, Contest, Australia. 
laws, binder and updates for 1 year. *- — 
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- and the JDA has already deferred 72% of 
annual purchases to future years — it is 
- buying defence hardware on the instal- 
ment plan. 
— . The most prominent area of agreement 
tween the two reports is that of transfer- 
Bn Japanese military-related technology 
_ to the US. In January, Tokyo agreed to 
- provide the US with arms technology. Al- 
10 igh criticised by opposition political 
3 ta ies and others, the agreement was 
done to strengthen US-Japan security ties. 
There have been several unconfirmed 
| press reports about what the Pentagon 
E wants from Japan — laser technology, 
adar-resistant paint, some computer- 
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- DEFENCE/CHINA 


By David Bonavia 
Hongkong: When the head of China's 
Bibawide military academy network, 
G Gen. Xiao Ke, was released from labour 
A p after the Cultural Revolution, he re- 
Visited the former top army school to find 
gt completely stripped — except for an 
empty flower-pot. 

d Guards had bundled off all the 
tea ing materials and burned them in 
> anti-doctrinaire, anti-organisational 
fen: of 1966-67. Now the system of war 
academies is being vigorously restored 
and by next year 70% of all officers, from 
the rank of platoon commander up. will be 
e 3 pected to have attended one. 

E - Ina recent interview with the influential 
e king journal Observation Post, Xiao 
ay diculed the idea that the People's Liber- 
ation Army fought best when commanded 
by ignorant officers of peasant back- 
ground. "This was a wrong notion." he 
stated. 

The Central Military Commission has 

or dered the beefing up of military schools, 
which all commanders of warships and air- 
raft pilots will be required to attend, as 
ell as officers of ground troops. Officers 
:low the age of 40 will be expected to 
—raise their educational level gradually to 
that tof senior middle school or technical 
ollege. 
E VA 20 military schools will this year 
=n four-year courses for some PLA of- 
cers, equivalent to university standard. 
C Mficer cadets will be enrolled direct from 
| +2 nior middle schools for these courses, in 
addition to the serving officers who attend 
| them, and civilian graduating students will 
be admitted to the PLA as officers after a 
'' short training course. 

Officers will not receive promotion 
- from now on unless they have attended 
guten academy. Xiao has been prepar- 
1? these measures since his rehabilitation 
ind E popoinnen to his old job in 1977. 
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overall relations and security ties between 
the two nations. Yet they both realise that 
any technology desired by the Americans 
— so far there is no confirmation of what 
Washington wants — rests with private Ja- 
panese companies. 

To date, there has been no framework 
concluded that would result in any Japan- 
ese technology passing into American 
hands. "Once we start asking what is 
really needed by the US, it is not so easy to 
find," said Kosaka. Administrative talks 
under way between the two sides "haven't 
advanced far enough to discuss specific 
technologies," said Natsume. 
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Back to schoo! 


? military realises it needs more expertise, and is 
stily restoring a network of academies to acquire it 


In theory, the late chairman Mao 
Zedong favoured the education of mili- 
tary officers, saying that an army without 
culture would be a “dull-witted” army 
which could not defeat its opponents. But 
like too many of his earlier theories, this 
idea was rejected in practice by his follow- 
ers in the Cultural Revolution. 

Xiao said in the interview that there 
were several erroneous ideas about the 
education of officers. One was that offic- 
ers in the past won battles without being 
educated. He said that in fact the army 
had always insisted on its officers taking 
part in study and added somewhat surpris- 
ingly: “The revolutionists of the older gen- 
eration who led us in revolution and in war 
were all highly talented people and had a 
high cultural level and profound know- 
ledge." 

This is certainly true of some of the 
leaders of the revolution, such as the late 
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also. aia sica Schol fee aad 6 ‘poet. À hs 
was a self-taught intellectual en poet. 
But many were far from being intellectu- 
als, and some were little more than ban- 
dits, when they joined up with the com- 
munists in the 1920s and 1930s. 

Xiao said any general worth his salt 
should be educated. He also attacked the 
idea that ex-students made poor comman- 
ders, pointing to the example of Mao and 
the graduates of the former Huangpu 
(Whampoa) Military Academy at Canton, 
whose commander in the 1920s was 
nationalist leader Chiang Kai-shek, with 
Zhou.as political commissar. 

The new publicity accorded the military 
academies comes shortly after the publica- 
tion of elder statesman Deng Xiaoping's 
selected works, in which he is quoted as 
having long stood out for more profes- 
sionalism and higher educational stand- 
ards in the armed forces. Gen. Zhang 
Zhixiu, commander of the southwestern 
Kunming military region, has given a 
gushing welcome to Deng's military writ- 
ings, praising his "keen insight and great 
foresight." 

Previously commander of the Jinan 
(Shandong) military district east of Pe- 
king, Zhang wrote in the main newspaper 
of Yunnan province: “People particularly 
esteem Comrade Deng Xiaoping for his 
perseverance in seeking truth from facts 
because they have long been disgusted 
with the obnoxious practice of telling lies, 
talking big, and indulging in idle talk.” 
Zhang made it clear he was talking about 
the erstwhile leftist faction around Mao. 

Zhang is the latest important regional 
military commander to chime in with sup- 
port of Deng’s writings. The others so far 
have been Gen. Li Desheng of the impor- 
tant Shenyang region on the Soviet border 
in northeastern China, and Peking region 
commander Gen. Qin Jiwei. 

Zhang and Li in particular have con- 
demned those of their high-ranking com- 
rades who still lean towards Left- 
radicalism in their command policies and 
attitudes. Slowly but surely, it seems, 
Deng is chipping away at the ill-defined 
military front which for the past few years 
has been standing out against some of his 
most important economic and social 
policies. 

Zhang wrote that Deng had broken im- 
portant ground in saying the PLA was 
overstaffed and commanded too much of 
the state budget. This is one of the clearest 
statements so far of the Deng group's po- 
licy of cutting military expenditures. On 
top of that, Deng has accused top com- 
manders of being "undisciplined, arro- 
gant, extravagant and lazy." 

Another Deng tenet is that the army 
marches on its knowledge and training, 
not on its political zeal, as supposed by the 
late Marshal Lin Biao. And he considers 
professionalism as important in peacetime 
as in war. Deng's general approach, 
Zhang points out, is summarised by his 
observation that "we must bring the army 
under strict control." So far. he seems to 
be succeeding, albeit slowly, in this mis- 
sion. 
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PUT THE 737-300 
ON A LOW FUEL DIET? 


That's what Boeing and airlines 
wanted. That's what the CFM56-3 x 
engine does. Initial tests have shown feti 


that the CFM56-3-powered 737-300 
will take only the smallest bite out of P 
your operating budget, while improv- 
ing your fuel efficiency in excess of 25%. Even at 
low power, the SFC is optimized for outstanding 
performance. Built on a proven recipe 
for success, the CFM56-3 uses essen- 
tially the same core and low pressure 
turbine asin the CFM56-2, which is 
proving itself in service today. So it's not 
only a new engine, it's a mature engine, 
as well. A proven performer. What s more, 
the advanced technology of the CFM56-3 
has been designed to keep short haul opera- 
tions with the 737-300 in top shape. For exam- 
ple, the fan has been sized for the 20,000 to 
22,000 pound thrust class, with growth potential. 
And the hot section can withstand temperatures 
far in excess of airline operation. From inlet to ex- 
haust, the CFM56-3 has been engineered with 
all the right ingredients for economy, reli- 
ability, and maintainability, into the 21st 
century. And to keep your operation in top 
form, you can count on the same worldwide 
support network CF6 cus- 
tomers enjoy. If all this has 
whetted your appetite for the 
CFMB6-3, find out more, soon. 
The only thing that might get 
fat are your profits. 


cfm ( ) international 


A JOINT COMPANY OF SNECMA, FRANCE AMD GENERAL ELECTRIC COMPANY, U.S.A. 
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Whether in spot or forward 
exchange, currency hedging, or 
exposure management advice, wor- 
kingthe international money market 
demands a special understanding. 

Ihe people who work for 
Westpac have that understanding. 

We operate in all the world's 
major financial centres, through 


offices in 18 countries. Our team of 
professional foreign exchange 
traders are linked by the very latest 
communications to serve your 
interests. 

With more than 40,000 staff in 
2.000 offices around the world and 
assets in excess of AUS$30 billion, 
were Australia’s largest banking 





group. We deliver you the best 
competitive deal available by 
constant monitoring of economic 
trends, market movements and 
currency fluctuations. 

At Westpac, we'll give you the last 
word in foreign exchange. 


Westpac 


Banking Corporation 
First Bank in Australia 


FOREX DEALING CENTRES: Hong Kong: Contact our wholly-owned merchant banking subsidiary, Westpac Finance Asia Ltd., 4401 Connaught Centre; 
Bob Toone, Thomas Lee. Telephone: 21 3236, 213237, 213238. Telex: 74937 WFAFX. Singapore: Westpac Banking Corporation, 4201 OCBC Centre: 
Brian Reynoldson, Ivor Heng. Telephone: 223 2147, 223 2148. Telex: 26722, 26724 WBCFX. Global Centres: London, New York, Chicago, San Francisco, 


Wellington, Sydney, Melbourne. 


WBC 0362 


VOEST-ALPINE 
The plant builder 
who offers triple security 


Fi 


INDUSTRIAL SERVICES: TRADING: 
Training &techfiical- ; Marketing of pröducts 
assistance to secure of our clients to secure 
optimum operation of 
the plant 


ENGINEERING/ 
CONTRACTING: 
The precondition for an 
excellent plant 


VOEST-ALPINE AG 


NOUSTRIFAN AGENS U "d O ah 
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An important word from IBM. 


You may think IBM makes only big computers. The range 
ol products pictured here should change your mind. 

But more important, it’s likely that one of them is a perfect 
[it for you and the work you have to do. 

IBM's small computers bring problem-solving power to the 
people who need it most. Small businesses ss 
can use them to prosper today and plan H 
lor tomorrow. Large companies can 
use them to help a key person 
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Small. 


or department become more productive. Professional people 
can use them to make the most of their own special skills. 

IBM small computers are easy to use and their price tags 
make them easy to buy. Best of all, even our smallest computers 
give you our biggest benefits: IBM experience and reliability. 

So, when you begin sizing up small computers, think 
of IBM. Obviously, we ve thought a lot about you. 
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First Class? 
No, Economy. 


it’s simple. Book yourself on SAS 
First Business Class. 

We seat you in a spacious, restful 
cabin instead of behind a curtain. 

You can relax in a next-to-First 
Class chair instead of a Tourist Class 
seat. 

In our 747s, there are only 8 seats 
abreast. In our DC-10s, just 7. 

You get 38 inches of legroom in- 
stead of 34. 

You dine on china instead of plastic. 

You drink from a real glass instead 
of a plastic cup. 

You're provided with electronic 
headphones instead of those old 
accoustic ones. 

You get everything except a sur- 
charge. The fare is normal economy. 
Period. 

Try us the next time you fly to 
Europe. We offer you four weekly 
connections from Tokyo and three 
non-stops from Singapore/Bangkok. 
And friendly Copenhagen Airport 
gives you excellent connections to all 
of Europe. 
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The Businessman's Airline 











Who makes Datsuns safer 
by making them easier to drive? 


NISSAN/DATS"N: 





NISSAN. 


believes that the more 


car, the safer yOu are 
o make 





That's because Nissan 
your 
technological skills t 
to drive as possible. 

ass areas, front anc 
instrument 


d be more 
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Who else but... 





T control you have of 
So we used all our 
our Datsuns as easy 

We enlarged all window gl 
rear, for better visibility. And designed 
cluster layouts SO all information woul 


accessible to your eyes. 
We also improved Datsun S straight-line drivinc 
characteristics, steering stability and maneuverability 


to counteract drive fatique. 
Of course, WE used the best, most dependable 


automotive safety features possible. 
And every one of our cars is an exam 


our advanced approach to car-making. 
Because whether We call it Nissan Of Datsun 


the same kind of innovative, technological thinkin¢ 


goes Into every car We build. 
s and equipment may vary 


ple of 


Specification according tO market 





ONE AND THE SAME 





"Their efficiency is of | 
óreat help to the business guest. 


Unsolicited letter from an actual hotel guest 


The staff at the Mandarin Executive 
Service are trained to do more tban 
merely offer clerical assistance. 
They're office professionals with 
drive and initiative who are 
capable of acting as your Singapore 
office while you are in town. As this 
guest found out to his satisfaction. 


must compliment you on your telex and 
message staff and reception/ cashier personnel 


their efficiency is of great help to the à || 
business guest. Well done! W 


ope ay have the privilege of being 
| | he pe I m ) h : € the pri ilege of being Lox Baker 
your guest often. | lease do convey Manager International Services 
my thanks to your staff for their hospitality Databank Systems Ltd 
and courtesy. Wellington, New Zealand 





S andani M Ofm YOKE 
In the tradition of emperors. SP 
Represented by HRI. Your travel agent knows all about us. 
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The Komatsu approach 


THE TOTAL APPROACH 
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“overs AS ia vith nine Strategic o Tit ces, 


chon spans the Pacific toa system of over 
900 locations throughout the American 
West, and advances on to New York, Latin 
America, Europe and beyond. 


This is the world of First Interstate Bank. 


We make it easier for you. 
Because we've grown internationally 


Member FDIC 


E fs Y 


. can combine our private ec aeri 
lk: ope P pR Sat EON attentive 


service and tailor them to you. 
And your nearest First Interstate Bank 


office can put it all within your reach. 


IP Interstate Bank 


OFFICIAL SPONSOR OF THE 1984 OLYMPICS 
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through a two-way mirror 


By fan Buruma 
Tokyo: Being misunderstood by. for- 
eigners is something of a national obses- 
sion in Japan. The extent of the obsession 
varies with the ups and downs of the state 
of the world. When Japan is under attack 
for its economic policies, for example. all 
is blamed on the Great Misunderstanding. 

Leading national newspapers publish 
the results of surveys conducted at great 
expense in Europe or the United States 
(never Asia). These revolve around that 
eternal question foreigners in Japan are 
asked upon arrival: "What do you think of 
Japan?" The fact that the average 
Spaniard or Belgian may not think a great 
deal about Japan gives rise to much indig- 
nation. 

There is a hint of national arrogance in 
this. But like most forms of arrogance, it 
stems from a sense of insecurity. Foreign 
businessmen who complain of trade bar- 
riers are invariably told to go home and 
learn more about Japan. This may indeed 
be useful advice. But the notion that inter- 
national friction comes solely as a result of 
insufficient efforts by foreigners to under- 
stand Japan is an effective way of diverting 
attention away from more fundamental is- 
sues. Japanese are past masters at short- 
cutting analysis by mystification, which is 

_ then turned to their own advantage. It 
works because many foreigners fall for it. 

Naturally the foreigner needs help in his 
efforts to understand. Thus, Japanese 
businessmen abroad are not only encour- 
aged to sell their products, but also to ex- 
plain Japan. A spate of recent best-sellers 
has been geared to aid them in this task. 
Books such as Nippon, the Land and its 
People, published by the Nippon Steel 
Corp., are the new bibles carried to 
foreign shores by these secular evangelists 
of the Japanese way. 

Nevertheless, even the most diligent 
foreign disciple cannot reach true en- 
lightenment. For as soon as he starts 
studying seriously, he will be told that no 

fore! ent could ever possibly truly under- 
stand the Japanese. True understanding, 
in any event, is not really what the Japan- 
ese ask. What they want is foreign con- 
currence with the image Japan likes to 
project of itself. 

This type of understanding, as every re- 
ligious or secular manipulator of the truth 
well knows, is best instilled at an early age. 
It makes sense, therefore, that one of the 
main issues in the Great Misunderstand- 
ing should be foreign schoolbooks, or, to 
be more precise, the mistaken image of 
Japan in foreign schoolbooks. 

The International Education Informa- 
tion Centre, a subsidiary arm of the Japan- 
ese Ministry of Foreign Affairs, has spent 
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the past 25 years weeding out "misun- 
derstandings" from more than 18,000 
foreign textbooks. Some of the fruits of 
this considerable labour were recently on 
show at a famous Tokyo book shop. The 
material was also published in a book, en- 
titled Graffiti of Japan, a Foreign Coun- 
try. 

It is an interesting mirror of foreign pre- 
judices. But the selection. of "misun- 
derstandings" tells us far more about par- 
ticular Japanese sensitivities. Three im- 
ages are particularly resented: the quaint 
exotic “Fujiyama Geisha," land of cherry 
blossoms; the nation of workaholics, 
choking on polluted air, and finally the 
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English textbook view of Japanese bath-house: 
misunderstanding and sensibility 


country of warmongers, bayoneting inno- 
cent women and children. 

The first image, though the least offen- 
sive, comes in for the severest criticism. 
Even recent photographs or pictures of Ja- 
panese wearing kimono, sitting in com- 
munal bathtubs or engaging in traditional 
ceremonies are ridiculed for being out of 
date. 


ne can understand the desire to escape 
from the quaint, exotic stereotype. 
But should a perfectly accurate descrip- 
tion in a British schoolbook of a tradi- 
tional Japanese breakfast really be 
sneered at for its failure to mention that 
many modern Japanese prefer toast and 
coffee? 
In an American textbook, the lifestyle 
of the modern Japanese generation is con- 
trasted with life in the more traditional 
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areas of Tokyo. A picture is shown o 
typical old city street with wooden ho 5 
and women with children strapped to thei 
backs. The Japanese commentary € 
plains this juxtaposition as a sarcastic p it 
down of old Japanese traditions. | i 

The same defensiveness about the pasi 
is reflected in the Nippon Steel publica 
tion. In a short section on traditional 
woodcuts, much concern is expressed | 
foreigners might think that erotic print 
for which there is much demand abro ad, : 
constituted more than “a fraction of th 
Ukiyoe genre.’ 

This fear of seeming primitive and be 
hind the times goes back at least as fa ira 
the Meiji Restoration in 1868. The 
of the day was Civilisation and Enlighte 
ment. To be civilised and enlighter 
meant being, on the surface at pa it 
Westernised. Frivolous plays, erotic p kx 
and even traditional architecture ; an 
dress were frowned upon as uncivil 
reminders of an unenlightened past. 

Much of this was an atter 
to impress the West. Offici 
were afraid that traditio nal 
ways would be laughed ¢ 
Even now. Japan, ike 
China, entertains official Wes 
ern visitors with Western food 
lest the Japanese diet might 10t 
agree with them. e 

The obsessive concern with 
foreign textbooks is the kind 
of sensitivity one might expec ce 
of a new Third World na ion, 
but not of an old one riding ic 
crest of an economic mirz de, 
For a deeper explanation one 
ought perhaps to go | 
further back into history tl | 
1868. A: 

Japan always existed on the | 
periphery of an empire. Unt 
fairly recent times Japan wa 
the country cousin to metre 
politan China. The anxie 
being left bchind, of being 
laughed at, was already evidi n 
in the 7th century. Japan nese 
and Koreans — who sometimes share 
this anxiety — often engaged in a ga 
one-upmanship: missives were sent 
Korea to Japan couched in the obs 
Chinese expressions, in the hope that tl 
Japanese would fail to decipher them, ai 
thus lose precious face. 

The misunderstanding about the nat OF 
of workaholics also receives a lot of criti- 
cism. Foreign textbooks explaining the Ja- 
panese economic success in terms of harc 
work and little private life are called “hys 5- 
terical." Ironically, however, it is the ; 
panese themselves who promote i 
image most vociferously, just as Japanes "se 
tourist organisations push the quaint < 
the exotic. Still, Nippon Steel informs u 
that in recent years there has been *an in 
crease in people who do not concentrate ! 
solely on work." ; 

Astothe question of air pollution, tera 
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he foreign in image of Japan may ind 
Er is sure jede teg 
k myt of Japanese wearing face- lasks to 
Bier noxious fumes from entering their 
- lungs is properly demolished. Pollution in 
_ Japan is bad, but no worse than in most 
_ major industrialised areas. This particular 
misunderstanding, according to Nippon 


Y. . Steel, arose from an "unfortunate lack of 


_ information." 


TS most awkward misunderstanding 
concerns World War II. Last year the 
__ Japanese greatly upset fellow Asians by re- 
P "writing textbooks in a way more congenial 
. to the Japanese self-image (REVIEW, 
. Aug. 20, '82). References to aggression 
- were deleted. The current exhibition of 
- foreign textbooks was organised partly as 

a response to the accusing fingers of 


E. B ome: victims of the Japanese Empire. 


- Photographs of Japanese military at- 
‘rocities are reproduced from Philippine 
. schoolbooks. 
A "They seem unable to forgive us," la- 
ments the commentary. Similar comments 
accompany pictures of belligerent Japan- 
na in other schoolbooks. The Japanese 
ppear astonished that other nations can- 
-not forgive them for deeds for which they 
E quickly forgave themselves. 
— [tis another matter entirely, of course, 
when the finger can be pointed the other 
way. A photograph from an American 
textbook is exhibited showing Japanese 
Victims of an American bombing. One 
T ould have expected the Americans to be 
praised for their honesty in presenting 
sl jui pictures for the edification of their 
po Ee. Not a bit of it. The comment 
reads: "The horror of Americans indis- 
cr Ee minately attacking Japanese citizens!” 
4; ~ No country enjoys being criticised. One 
fs not blame the Japanese for being sen- 
sitive to that. What is interesting is that 
00 much praise is resented in almost 
ES. measure. Although Ezra Vogel's 
n as Number One was a huge best- 
seller, a number of Japanese critics found 
"it a patronising insult to their intelligence. 
< An American schoolbook commenting on 
the enormous volume of books and 
. periodicals published in Japan is firmly 
— put in its place by the comment that “we 
—— all know that young people don't read as 


— muchas they used to. 


A British textbook telling its readers 
_ how closely knit Japanese families are and 
— how well old people are taken care of by 
- their kin, is severely rapped on the knuck- 
— les: "Don't they know about sons hitting 


i 3 their fathers with baseball bats and the in- 
-— Crease in juvenile crime?" 
And so misunderstanding is piled upon. 


misunderstanding. One cannot praise lest 


- — ene sounds patronising; one cannot blame 


for fear of being seen as prejudiced. The 
past is inscrutable, the present misun- 
derstood. How are we to proceed from 
here? Is understanding indeed possible? It 
would certainly help if the Japanese wor- 
ried less about what others think of them, 
and foreigners were less eager to please. 
. Finally, one might well ask how well the 
— A Japanese understand the West. But that is 

. another story. ni 
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WARFARE 


Apocalypse — 


Child of Conflict, The Korean-Ameri- 
can Relationship, 1943-1953 edited by 
Bruce Cumings. University of Washing- 
ton Press, Seattle. US$22.50. 


A COLLECTION of essays based en- 
tirely on recently declassified archival ma- 
terials relating to United States policy to- 
wards Korea in the early post-war period, 

Child of Conflict is laced with new and dis- 
turbing statistics. Consider these facts 
which the book throws up: there were al- 
ready 100,000 Koreans dead in the Ko- 
rean War befóre it officially started on 
June 25, 1950. Anti-guerilla campaigns, 
border clashes and two serious army 
mutinies in the South were only the high- 

lights of a history of continuous strife on 
the Korean peninsula. It was a strife which 


started almost as soon as the country was 
divided at the 38th Parallel by the victori- 
ous powers to facilitate the Japanese sur- 
render in 1945. 

The 11 historians and political scientists 
(most of them attached to US universities) 
whose essays make up this study believe 
the wealth of new material now available 
to US researchers, for the first time, 
makes possible the writing of Korea’s 
early post-war history. Certainly, Child of 
Conflict is the first serious, in-depth dis- 
cussion of the five pivotal events of the 
period 1943-53 in which the US was a 
prime mover: the division of the Korean 
peninsula; the decision to set up a separate 
state in the south; the decision to inter- 
vene in the Korean civil war; crossing the 
38th Parallel, and the armistice agree- 
ment. 

US president Franklin D. Roosevelt's 
underlying plan for the post-war world en- 
visioned drawing Britain and the Soviet 
Union into a condominium to police the 
world through the United Nations. And in 


30 years on 


former colonial areas (such as Korea) 
where the interests of the great powers 
overlapped, he proposed to establish mul- 
tipower trusteeships which would prepare 
the colonial peoples for self-government. 
Additionally, as Japan's defeat loomed, 


the US was eager for the Soviets to declare 


war On the Japanese Empire so that they 
could battle Japan’s huge armies on the 
Northeast Asian mainland. 

However, all this changed with the suc- 
cessful testing of the atomic bomb, it is ar- 
gued. Indeed, according to editor Cum- 
ings: “The alpha and omega of the period 
here studied . . . involved either the use or 
the threat of atomic bombs.” Soviet inter- 
vention was no longer vital to save Ameri- 
can lives, and from being resigned to turn- 
ing Manchuria and Korea over to Soviet 
occupation Harry S. Truman, who as- 
sumed the presidency on Roosevelt's 
death in 1945, decided “to get tough with 
the Soviets” and rush forces to occupy as 
many toeholds in Northeast Asia as possi- 
ble. In practice, this meant the Manchu- 
rian port of Dairen, which could not be 
reached in time, and Korea south of the 
38th Parallel. The parallel, new data re- 
veals, was decided on in the last days of 
the war at a hasty meeting in the Penta- 
gon, and “American leaders did not even 
offer a show of consulting with the 
Soviets.” 

The Soviets thought that a trusteeship 
arrangement for Korea was still on the 
cards, but US policy was changing, ac- 
cording to Cumings, from Rooseveltian 
internationalism to containment of the 
communist threat. 

Events in Korea, too, were rapidly lay- 
ing the Cold War groundwork: “At each 
stage of American policy, major elements 
of the Korean population, north and south 
resisted it... Koreans were active, and in 
this case [trusteeship]. violent, in oppos- 
ing American policy and continually 
thwarted the best-laid plans of policymak- 
ers in the comfortable confines of 
Washington or Foggy Bottom." And in 
this they were aided and abetted by the 
first US occupation commander, Gen. 
John R. Hodge. 

When Hodge landed in Korea with a 
hastily drawn up mandate to contain the 
Soviets in the area north of the 38th Paral- 
lel. he found that Korean revolutionaries 
and partisans released from Japanese jails 
had set up "peoples committees" 
throughout the peninsula under the ban- 
ner of the so-called Korean People's Re- 
public. Hodge, “a premature Cold War- 
rior," decided that this was just as bad as 
letting the Soviets in. And from the day he 
arrived, he set about eliminating all 
domestic revolutionary forces. This occu- 
pation policy set off an unending chain of 
Right vs Left violen which Tigges 








any hope of cooperation with the com- 
munist-led North Koreans. 

As US policy thinking switched. from 
containment to rollback concepts. the 
value of a pro-American base on the 
Asian mainland became more- obvious. 
There was another consideration, too — 
how the reviving Japanese economy could 
be viable without its previous Asian ter- 
ritories, "how it could function except as a 
drain on American resources without its 
old ‘natural’ economy. Japan needed an 
economic hinterland, and from 1948 to 
1950 American planners sought it in Man- 
churia. Korea, Taiwan, and Southeast 
Asia." 

The new data, unfortunately, does not 
shed much light on the most important 
questions of this period: who started the 
Korean War, and why? However, the au- 
thors have dug out plenty of new material 
pertinent to the famous Acheson Press 
Club speech, and a lucid wide-ranging dis- 
cussion of this bombshell gives the reader 
plenty of food for thought. 

On January 12, 1950, then secretary of 
state Dean Acheson spoke on foreign po- 
licy at the Washington Press Club. In his 
speech, he seemingly excluded South 
Korea and Tarwan from the American de- 
fence perimeter, which included Japan 
and the Philippines. Did this tempt Kim Il- 
Sung and/or Stalin into believing that the 
US would not interfere if the North at- 
tacked the South? Was the speech a ploy 
to make the Soviets show their hand, in 
the words of Gen. Lawton Collins (army 
chief of staff during most of the Korean 
War) “in the one area in the world where 
the United States was capable of massive 
retaliation?” Or were the Americans sim- 
ply afraid to give Syngman Rhee and 
Chiang Kai-shek an ironclad guarantee of 
defence in case they were dragged into an 
unexpected great-power showdown by 
one or other of the two dictators? 

As far as the two Korean antagonists 
are concerned, the question is irrelevant 
for Cumings. Nobody starts a civil war. 
After all, he argues, nobody asks who 
started the Vietnam War. And reading the 
fascinating chapter by John Merrill. Inter- 
nal Warfare in Korea, with its accounts of 
commando raids, naval bombardments, 
and guerilla warfare in the 18 months or so 
prior to the outbreak of the war proper. 
one tends to agree with him. 

With Pyongyang and Seoul still struggl- 
ing to claim legitimacy over the Korean 
peninsula, and the tragedy of 10 million 
divided families on the world's consci- 
ence, William Stueck's conclusion to his 
essay, "March to the Yalu.” rings awe- 
somely true: "The essential point missed 
by American decision-makers was that 
America was not — nor did it need to be 
— à major military power on the continent 
of Asia. Regrettably, the Sino- American 
conflict in Korea was not only rooted in ig- 
norance of this fact, but it taught certain 
lessons that encouraged Washington to ig- 
nore it in the future." — PAUL WHITE 





POLITICS 


seeking the sum of the total 


La Foret en Feu by Simon Leys. Collec- 
tion Savoir, Hermann, Paris. Ffr 76 
(US$9.50). 


LEYS' latest book. La Foret en Feu, is a 
collection of essays, most of which have 
appeared before. Nothing of what he says 
is new, He repeats what he has been say- 
ing for years, but the sad thing is that many 
of these statements still need to be re- 
peated. What has happened in China is a 
calamity, the full extent of which is still not 
realised by manv people. 

Even if one holds that this is too black a 
view, one still has to admire the skill with 
which Leys conducts his arguments. The 
way he demolishes the myths propagated 
by “patriots” such as Han Suyin, whom he 
hangs time and time again with her own 
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Deng: still a Stalinist. 


verbal ropes; the way he attacks the folly 
of former United States president Jimmy 
Carter and his TM who, in Leys's 
view, gave in to Peking and alienated 
Taiwan for no reason; the way he ridicules 
the blind complacency of an ex-ambassa- 
dor of France in Peking — the way he does 
all this with the greatest economy of 
words is a masterpiece of polemical 
prose. 

Although it is a loose collection of es- 
says, the structure of the book is cleverly 
contrived, It starts off with an essay on 
traditional Chinese aesthetics. The arts of 
the literati — basically poetry, painting 
and calligraphy — served a profoundly 
moral function. As Leys points out, “a 
gentleman would cultivate the arts to fulfil 
his humanity," The point of the arts is "to 
rediscover the unity of all things, to set the 
world in order . . ." 

The Chinese “unity of all things" "could 
not resist, still less absorb, the cultural and 
technological onslaught from the West. 
The cultures clashed and, as Leys writes, 
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"each was a living denial of the i image t 
other had formed of itself. of that univere 
sal vocation which justified its culture: il 
the other culture exists. I cease to be ni- 
versal; deprived of universality, I cease te 
exist.” 

It is partly because of this E re 
Chinese world that the present system of. 
government came to the fore. As was to be 
the case in so many Third World co na 
tries, the communist order of things fille 
a cultural vacuum. It served as a seculi 
religion with all the answers. It also led tc 
a tyranny without precedent. = 

Leys’ enemies are those who will noté 
knowledge this. The second half of tha i 
book is a frontal attack on "these experts 
who explain China to us." Leys poses two 
important questions: What is the true na 
ture of totalitarian horror? Is there ai 
hope for the future in China? He does not. 
seek the answers to the first question in 
Chinese culture itself. Betraying one’ 
own aie S to ane hie A d hardl 




























everti 1 for which the Chinese have 
stood for thousands of years. It is more | | 
fruitful to compare Chinese communism 
to Nazism or to the Soviet Union. : 
It has been pointed out that with a slig to 
change of jargon Hitlers Mein Kampf 
reads almost exactly like the thoughts f 
the late chairman Mao Zedong. What all 
totalitarian systems have in common is not 
only a systematic distortion of the past,” 
but also of day-to-day reality. Leys quotes - 
Bruno Bettelheim's experiences in a Nazi 
concentration camp: how the SS guards” 
forced the inmates not simply to ignore re- 
ality, but to pretend actively that they” 
were not seeing what was going on in front - 
of their own eyes. This, according to Leys, — 
is a fitting description of life in China, 
Most of the atrocities described | 
Leys, and now by many others too, oc — 
cured during the Cultural Revolution. — 
Since then there has been a temporary 
thaw during the Peking Spring. lasting 
from. 1978 to 1980. According to most re-- 
ports, life under elder statesman Deng 
Xiaoping is far less harsh than it was unde 
the Gang of Four. 
Leys himself was one of the first te 
applaud, albeit carefully, the new order 
He is no longer so sure. "We were too — 
naive," he writes now. He does not doubt - 
that Deng is sincere in his efforts to effect 
social, and economic reforms. But Deng. 
remains a Stalinist bureaucrat and his. 
tragedy, according to Leys, is that his ef- 
forts will inevitably be frustrated by the — 
very system he supports and, more signifi- 
cantly, which supports him. z 
In other words, as long as China re- 
mains communist, things cannot really im- 
prove. - JAN BURUMA 























u a a few. maah ago — ‘removing 
it ceilings and allowing state-owned 


look as though they could have much 
2 far-reaching economic and social ef- 
than the government envisaged. If 


t€ weaker economic groups, as some 


. measures have certainly «gone 
than most local bankers expected. 
_ Wiria,. president-director of In- 
largest and oldest bank, Bank 
Indonesia 1946 (BNI 46), com- 
“We anticipated an casing of cen- 
c constraints but never to this ex- 
"he measures (REVIEW, June 16) 
ramatically altered the country's 
picture and forced a significant 
the orientation of the state 





sly the state banks worked 
he constraints of regulated interest 
t by the central bank, but now for 
t time. they are free to respond to 
ket by pricing and managing the 
ion of their deposits and loans. 
totally new ball game." Somala 
will be some time, however, before 











their newly acquired freedom. — . 
“the thought of the giant state 
ict tively competing in the normally 
local money markets worries most 
è banks. But the feared drying-up of 
upiah markets and rise in interest 
has not occurred yet — partly be- 
of special market conditions and 
because the state banks are still 
; to find their way." l 

“slowdown in the Indonesian econ- 
, limiting demand for loans, has also 
d dampen concern over a rash build- 
bank loans. For the moment, the 




























oncentrating on consolidation and speed- 
cup efforts to raise their efficiency. 







med the new ruling but some have voic- 
d concern that the measures (which in- 
tably reduce the flow of funds to lower- 
ome groups) could lead to adverse $0- 
al repercussions. 










banks' reaction in terms of deposit rates. 
ticipating a drop in cheap, subsidised 














anks to set their own interest rates — - 


esult is a reduction in bank credits to | 


r, this could even heighten racial ten- 








banks can effectively take advan- 


ate banks, having adjusted their rates 
oor after the June ruling, appear to be 


ome bankers, at least publicly, have wel- - 


Attention so far has ee on the state 


rowings (liquidity credits) from the | 
antral bank and a See in excess s rupiah E 1a 









mediately doubled their rm rates tc 
reach 14-15% for one-month deposit 
his was an effort to boost savings and d 
posits from the private sector. 
Budgetary constraints were behind. the 
monetary authorities’ moves to curtail 
central-bank liquidity credits to the state 








banks. Several state bankers have con- 


firmed that credits for funding short-term 
working-capital loans to non-priority sec- 
tors have been discontinued since early 


| this year. The feeling now is that further 


reduction in liquidity credits will be ef- 


fected gradually, allowing the state banks 


some time to adjust. Last vear, state-bank 
borrowing from . the central bank 
amounted to.a sizable 25% of their fund- 
ing. Because of their low cost, they contri- 
buted considerably to the state banks' pro- 
fitability. — 

Initially, the increase in state-bank de- 
posit rates caused quite a stir in the finan- 


„cial sector. Private national banks feared 


that their state competitors, which ac- 
count for roughly 8095 of total bank as- 
sets, would dry up the local rupiah mar- 
ket. The Association of Private National 
Banks, trying to avoid an escalation of de- 
posit rates among themselves, came up 


| with deposit-rate guidelines. Meanwhile, 
. non-bank financial institutions, which in 
the past have not been overly concerned 
-about their disadvantaged tax p 
TER poseen. parted caine on. the 


a sition on 





































ectoral interest shi 






tary authorities to allow a tax 
ption on these placements, allowing 
to compete on equal terms with com- 
al banks (REVIEW, Sept. 1). The 
eling Jakarta Stock Exchange has 
Suffered as the returns on state-bank 





als ) 


deposits are now higher than equity in- 


vestments, | 


tate-bank depletion of the rupiah mar- 

ket, however, has been offset by local 
currency flooding: the market as investors 
converted foreign-currency placements 
following the March rupiah devaluation. 
Consequently, a drying- up of rupiah in the 
market boosting interest rates so far has 


not happened. In fact, BNI 46 felt able to 


lower its deposit rates from 15% to 1295 at 
the end of June. 

Some private banks have also kept their 
deposit rates at levels lower than those of 


most of the state banks. This very liquid 


rupiah market is thought to be behind the 
recent rapid rise in state-bank deposits, 
rather than the rise in their deposit rates. 
The increase was most obvious in time de- 
posits below three months, which i in June 
rose about sixfold. 
ie rising cost of funds to the state 
banks —.as-more expensive deposits re- 
place cheag borr owings from the central 
put Significant pressure on 
them to raise tt Yates on the lending 
side. But so far the rise in lending rates 














Size and privilege have not given state banking 
the edge that might have been expec 


Jakarta: Despite the re state 
banks’ great size, 
formance is still far behind that of their 
private counterparts. This stems partly 
from their past stress on frequently poor- 


performing priority-sector lending, but 
also from their weak management and - 
control systems. This was despite their 


often liquid rupiah position. As develop- 


ment agents, state banks had easy access 


to cheap liquidity credits from the central 
bank to fund both their priority as well as 
non-priority sector lending. 

In addition, most state entities were 
compelled to deposit and place their funds 


| with the state banks. Also, the state banks 


> most extensive branch network 
amounting - to nearly 700. branches 


their earnings per- | 


| 
| 
E 


ds reflected 


— covering the whole of Indonesia. 

Although liquid, the state banks were 
constrained in using these low-cost funds 
on loans because of sectoral credit ceilings 


imposed by the central bank. One area 
into which they eventually channelled 
their excess funds was offshore foreign- 


currency deposits, which contributed sub- 
stantially to the state banks’ earnings. This 
in the. state banks’ large 
foreign-currency assets and — sizable 
foreign-exchange income as compared to 
| their interest income on loans. 

With the new regulations, this is ex- 
pected to change. slowly. Already, with 
the reduction of Pigs le d borrew- 
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Agriculture; exports: priority sectors get subsidised loans. 





from 13.5% to around 18% has been li- 
mited to non-priority sector loans — the 
only area in which the state banks are free 
to set their own loan rates. Before, these 
loans — covering trade, manufacturing, 
construction and services — could be 
funded by liquidity credits priced at 6%. 
With the rise in lending rates, future 
state-bank lending is expected to concen- 
trate increasingly on financially stronger 
business groups — mostly owned by the 
Indonesian Chinese. This trend worries 
some observers who feel that the state 
banks, by becoming more commercial, 
will reduce their lending to less profitable 
and riskier small business ventures. This, 
it is feared, will intensify the existing in- 


in the year, foreign currency placements 
are slowly being reduced. Another possi- 
ble trend could be the drop in rupiah term 
lending, with the cut in available liquidity 


credits from the central bank — one of the 


very few sources of long-term rupiahs. Ini- 
tially, the five state banks were assigned 
different sectors, though in practice these 
were not strictly adhered to. 


ank Negara Indonesia 1946 (BNI 46), 

the largest of the five major state 
banks, is the most internationally exposed 
as a result of its presence in major interna- 
tional financial centres. BNI 46 — assigned 
to specialise in credits to the industrial sec- 
tor — has been the most active in arrang- 
ing synidcated loans. The bank recently ar- 
ranged and managed a US$75 million syn- 
dicated loan in Singapore for PT Gudang 
Garam, the country's prime clove-ciga- 
rette manufacturer. 

Bank Dagang Negara, the second 
largest, assigned to specialise in credit to 
the mining sector, is considered the best 
managed of the state banks and boasts a 
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come disparity between different social 
groups. And, if the economic slowdown 
continues, it could eventually lead to in- 
creased social and racial tensions. 

The government, however, has not 
stopped subsidising state-bank lending to 
priority sectors. It is also maintaining its 
earlier ban on state-bank lending to 
foreign investment companies and its con- 
straints on state-bank term lending — at 
subsidised rates — which continues to be 
available only to the weak economic or 
pribumi (indigenous peoples) groups. But 
it is uncertain how far the government can 
continue to subsidise these types of lend- 
ing considering its growing budgetary con- 
straints. 


relatively strong earnings performance. 
Bank Bumi Daya (BBD), the third insize, 
is assigned the agriculture-estate and 
forestry-project sectors. Back in 1977, 
BBD attracted much attention because of 
a major scandal involving its top manage- 
ment, who were charged with receiving 
pay-offs for approving loans amounting to 
US$36 million. 

Because of mismanagement, it was also 
reckoned that as much as a third of BBD's 
outstanding credits were bad debts. De- 
spite à management reshuffle, the bank 
remains a poor performer and it is said this 
Is because past bad debts are still being 
written off. 

Bank Rakyat Indonesia (BRI), which 
specialises in credits to the agricultural 
sector, is next in size. BRI, considered to 
be the most development-oriented of the 
state banks, lends primarily to the priority 
sectors — sectors which often carry high 
risk and low returns. Consequently, the 
bank's poor-quality loan portfolio has re- 
sulted in low earnings. Recently, because 
of its sizable bad debts, there has been a 
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Subsidised lending is now confined to 
priority sectors, comprising agriculture, 
cooperatives and export activities. These 
loans carry a rate of 12%, set by the cen- 
tral bank, and can be funded by cheap 
liquidity credits costing 3?5. Although at- 
tractive on terms, loans funded by liquid- 
ity credits take a considerable time to pro- 
cess. For all of these loans — amounting to 
roughly half of the state banks' loan 
portfolio — the state banks require clear- 
ance in principle from the central bank, 
This leads to increased red tape and 
paperwork, significantly prolonging loan 
decisions. A recent BNI 46 study con- 
cluded that around 25% of its bank pf- 
ficers' time was spent on writing reports — 





call to review its entire lending pro- 
gramme. 

Bank Export Import, assigned to fi- 
nance international trade, is the smallest 
of the state banks but leads in earning per- 
formance. And it is regarded as the most 
commercially oriented of them all. 

In contrast with the massive state 
banks, the 73 private national banks and 
11 foreign banks operating in Indonesia 
account for 10% and 7% respectively of 
total banking assets. In terms of loans as 
compared to total assets, the foreign and 
private national banks have a larger ratio 
than the state banks, particularly if foreign 
banks’ offshore lending is counted. 

On the funding side, the foreign and pri- 
vate national banks’ time and savings de- 
posits account for roughly 30% of total 
funding sources compared to only 13% for 
the state banks. Borrowings from the cen- 
tral bank accounting for 25%. of total 
funding for the state banks, amount to9% 
for the private national banks. Foreign 
banks are not eligible for subsidised cen- 
tral-bank funds. — MANGGI HABIR 
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-. from their previous developmental and 
-— bureaucratic bias to a more commercial 
— and efficiency-oricnted one will certainly 
take time. But now that they are con- 
- fronted directly with competitive market 
| pressures, their efforts to raise efficiency 
— Amd develop manpower and administra- 
tive systems are expected to receive in- 
— creased priority. 

— — At BNI 46, Marine Midland Bank (a 
— subsidiary of the Hongkong and Shanghai 
— Banking Corp.) has just completed im- 
— proving the bank's treasury department 
~ and is currently involved in computerising 
— the administrative system. Booz, Allen & 
- Hamilton, a United States-based man- 
— agement consultant, has also just com- 
— pleted the first phase of a comprehensive 
study of the bank covering its organisa- 
— tion, manpower, management-informa- 
- tion systems and technology. Com- 
. puterised systems have been installed and 
_ by the end of the year four branches are 
_ expected to go on-line with the bank's 
head office. 

fne area in which the state banks will 
Wl face considerable difficulty is the trans- 
formation of their employees' attitude and 
“motivation, One state banker felt that un- 
less salaries are significantly altered to re- 
_ flect performance, private bankers will re- 
‘main ahead. Although the state banks are 
reviewing their salary structures, observ- 
ers doubt that they can be as flexible as the 
private banks, which are not subject to 
rigid government salary guidelines. 

‘The state banks’ urgency to review, 
‘hange and improve their management — 
though not uniformly admitted by state 
bankers — is increasingly becoming more 
evident. State-bank loans, which in the 
_ past were attractive enough even after 
considering the associated additional 
“costs, tangible and intangible, are now be- 
— coming less attractive as interest rates 
- move more in line with market rates. The 
— removal of credit ceilings — the other half 
‘of the June measures — is also expected to 
intensify the need for efficiency as com- 
petition increases. Previously, competi- 
iha on among banks — at least for rupiah 
—loans — often ceased as soon as bank cre- 
- dit ceilings were reached. The economic 
"slowdown, however, is currently reducing 
-loan demand and is causing banks to be 
“More cautious on lending. Thus, the build- 
"up in bank assets from loans, despite re- 
of credit ceilings, has not happened. 
The difficult market situation and the 
rising bank cost of funds, observers feel, 
— could adversely affect this year’s state- 
— bank earnings on loans, though foreign- 

- exchange earnings stemming from this 
— year's rupiah devaluation should be sub- 
— Stantial. In the past, the state banks’ poor 
__ performance was often blamed on the cen- 
— tral bank. With the central bank frequently 
= directing state-bank lending to priority but 
- often not bankable sectors, this argument 

was often quite valid. But now, as one 
prominent banker put it, they “don’t have 
— that luxury anymore.” T) 
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Thailand is to go ahead with development of two deep-water 
ports to underpin the proposed eastern seaboard projects 


By Paisal Sricharatchanya 


Bangkok: The government has decided ` 


to go ahead with development of two 


deep-water ports on Thailand's east coast, 


underpinning plans for large-scale, inte- 


grated industrial complexes under the’ 


Eastern Seaboard Development Prog- 
ramme. Construction, on a turnkey basis, 
is expected to begin next year with com- 
pletion of the first phase of both projects 
scheduled by 1988. 

Although the decision further rein- 
forces the likelihood of full industrial 
development of the seaboard, it is raising 
some doubts among private circles here. 
While one of the two ports, which will 
serve heavy-industry needs, appears to be 
necessary, critics are doubtful whether the 
other — commercial — port will be viable. 

Following the decision by the East- 
ern Seaboard Development Committee 
(chaired by Prime Minister Prem Tin- 
sulanond) in July, the government in early 
September invited bids for engineering 
designs for the two ports. Financed mainly 
by soft loans from Japan's Overseas 
Economic Cooperation Fund, the com- 
mercial port at Laem Chabang in Chon 
Buri province, about 126 kms southeast of 
Bangkok, will comprise three break-bulk 
berths plus one container berth at a pro- 
jected cost of Baht 2.5 billion (US$110 
million). 

The other port at Map Ta Pud, further 
southeast from Laem Chabang in nearby 
Rayong province, is projected to cost 
about Baht 2.1 billion in the initial stage. 
Intended to accommodate ships of up to 
125,000 dwt, this will provide facilities to 
serve the needs of various planned heavy 
industries in the same area, including a 
gas-separation plant, a chemical-fertiliser 
plant, a petrochemicals complex and a 
rock salt soda-ash plant. 

While some opinion has held that 
operators of the heavy industries should 
themselves invest in the industrial port, it 
is generally agreed that government im- 
plementation is vital for the overall pro- 
gress of the eastern seaboard programme. 
The gas-separation plant, undertaken by 
the state-run Petroleum Authority of 
Thailand, is now under construction. A 
feasibility study for the fertiliser complex 
was completed recently and in early Sep- 
tember the government invited interna- 
tional contractors for prequalification be- 
fore bids are opened for engineering, with 
potential investors in the downstream sec- 
tors of the petrochemicals complex. 

Details have yet to be sorted out, but 
the government appears determined to 
push ahead with both the fertiliser and 
petrochemicals projects. Pending the out- 
come of another feasibility study expected 
shortly, the only scheme at Map Ta Pud 
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"which remains uncertain for now is the 
- rock salt soda-ash 
Thailand has been given under the official 
-Asean industrial projects programme. 


lant — the industry 
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ubts about the viability of the Laem 
commercial port centre on the 
key question of who will utilise the facility 
and at what level on completion in 1988. It 
is designed to accommodate vessels of up 
to 100-120,000 dwt and is seen as support- 
ing the development of export-oriented 
light manufacturing in the area as part of 
the overall Eastern Seaboard Develop- 
ment Programme. The port will be located 
close to a planned 450-ha. industrial estate 





which includes an export processing zone 
(EPZ) now in the preparatory stage. 

Another government objective is to di- 
vert part of the shipping traffic — particu- 
larly container freight — which at present 
calls at Bangkok's Klong Toey port to the 
new facility in anticipation of Klong 
Toey's growing congestion in years to 
come. Despite limited planning and action 
by the Port Authority of Thailand, a state- 
run agency which controls Klong Toey, 
containerisation has grown substantially 
since the mid-1970s largely as a result of 
concerted promotion by foreign shipping 
agents, which comprise the bulk of port 
users. 


U ncertainty over the rate of utilisation at 
the new port appears to be underlined 
by the cost factor. The success or other- 
wise of the planned EPZ at Laem 
Chabang remains to be seen. But most of 
the export-oriented manufacturing and 
processing industries, which are concen- 
trated heavily in and around Bangkok and 
are likely to continue growing in the met- 
ropolis’ vicinity because of better infra- 
structure and related facilities, will stick to 
the Bangkok port as long as traffic condi- 
tions permit. Any switch to Laem 
Chabang would no doubt involve extra 
(land) transport costs. Importers of con- 
ventional goods would be likely to pursue 
the same course for similar reasons. 
Construction of a rail link (now under 
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Klong Toey: how long can it cope? 


way) to connect Laem Chabang — plus 
another existing but little-used commer- 
cial seaport at Sattahip (a short distance 
south of Laem Chabang in the same pro- 
vince) — with a railway junction east of 
Bangkok to facilitate transport of export 
commodities from central and northeast 
Thailand is a logical move. But à separate 
plan to set up a container freight station on 
the outskirts of Bangkok to haul container 
freight to and from Laem Chabang may 
attract little interest. Said one foreign 
shipping agent: "The rail haulage will cost 
around Baht 3,000 per 20-ft equivalent 
unit, Who is going to shoulder this cost?" 

The lukewarm reaction to Laem 
Chabang in shipping circles here may have 
been partly influenced by the less than 
satisfactory performance of Sattahip. It 
was converted into a commercial port in 
1979 on land which had belonged to the 
Royal Thai Navy, and is equipped with 
five berths capable of handling bulk cargo. 

Because the Bangkok port straddles the 
Chao Phraya river near its mouth and can 
accommodate only feeder vessels with a 
maximum overall length of 565 ft, or 
about 15,000 dwt, Sattahip has become 
the country's first deep-water port. But 
utilisation has been limited. Gas pipelines 
and other heavy equipment were shipped 
there during the laying of the submarine 
gas pipeline in the Gulf of Thailand. 

Earlier plans to load tapioca — a major 
foreign-exchange earner exported to the 
European Economic Community — could 
not be properly implemented because of 
air pollution (caused by dust while load- 
ing). The common practice now is to 
tranship tapioca products in small lighters 
to bulk carriers which anchor in deep 
water at Koh Sichang, an island off Chon 
Buri. Outbound cargoes of other farm 
commodities are normally loaded at pri- 
vately owned jetties and wharves. 

At one stage, Sattahip was targeted for 
development into a full-scale commercial 
port but subsequent reluctance by the 
navy to relinquish more of its nearby base 
has put that plan to rest. Now Laem 
Chabang has become the official choice 
after a prolonged period of government 
deliberation and various studies since the 
mid- 1970s. 

Since most foreign vessels plying to and 
from Thailand are bound by cost consider- 
ations and usually tight schedules to make 
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only one port call here — either at 
Bangkok or Laem Chabang when the lat- 
ter is completed — the bottom-line ques- 
tion is how much longer Klong Toey can 
cope with the growing traffic. Opinions 
vary. Projections by the National 
Economic and Social Development Board 
in the late 1970s, since proven inaccurate, 
suggested Klong Toey would be congested 
this year. Other more recent forecasts say 
it will be saturated by 1986. 

These projections are generally dis- 
counted by private shipping operators 
here. The annual report published in July 
by the Bangkok Shipowners and Agents 
Association, à well-organised group 
dominated .mainly by representatives of 
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foreign shipowners and agents, said: “We 
believe that the Bangkok port could be 
improved in capacity to handle the growth 
of traffic for many years to come despite a 
prediction that it would be grossly con- 
gested by 1986." 

The Bangkok port is equipped with a 
combined 16 berths on two quays, includ- 
ing six berths on the east quay specifically 
for container freight and other facilities, 
but development at the port has not lived 
up to the expectations of users. The port 
authority, like other Thai state enter- 
prises, is restricted by bureaucratic red 
tape. A shortage of (government-owned) 
freight-handling equipment has forced 
private port users to bring in their own. A 
series of substantial port-related tariff in- 
creases recently left many shipping agents 
in distress. 

Despite the rather haphazard growth, 
volumes of cargoes passing through the 
Bangkok port have climbed steadily since 
the early 1970s, reflecting dynamic 
economic growth in Thailand over this 
period. According to official statistics, im= 
port and export cargoes jumped from 3.1 
million tonnes and 370,000 tonnes in 1976, 
respectively, to 4.4 million tonnes and 1.1 
million tonnes, respectively, in 1981. 

Although the inward volume dropped 
to 4.2 million tonnes last year as a result of 
the economic slowdown, the outward vol- 
ume further increased to 1.4 million ton- 
nes. The total number of vessels, includ- 
ing those empty but excluding those 
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tonnes in 1981, though the figure 
d marginally last year. Outward 
iners, meanwhile, jumped from 












tonnes over the same period. An- 
owth of outbound container traffic 
whopping 10975 in 1978 and ranged 
m 18-44% in the following three years, 
dropped to 9% in 1982. This growth 
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Ht: Taiwan's economy continued on 
d to recovery with a strong perfor- 
in the second quarter, convincing 
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7% of Taiwan's exports, and their 
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about. 
) tonnes in 1976 to more than 1.1. 


172,000 tonnes to more than 1.1. 


spearheaded by a surge in exports of 
manufactured products such. as gar- | 


pansion of the port inland into the 


ernment and private economists | 
growth’ for the year will easily” 


-rate of 6.3% in thé second | 
ahead of the earlier target of - 
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uring-industry boo 
| the service businéss. 


Given appropriate returns, we would go . 


wherever there is sufficient business." 


Although the new facility will have the 


capacity to accommodate large “mother” 
vessels, few expect Laem Chabang to be- 


Taiwan's imports declined 3.6% in value J 


during the first seven months, despite gov- 
ernment efforts to stimulate purchases 


‘from abroad by lowering tariffs and 


eliminating previously required import 


permits. Coming on top of à 10.9% fallin 


value for all of last year, the import slide 


indicated a continuing unwillingness wm l 


Taiwan businessmen to invest: Especially 


worrisome to government economists was | 
the decline in imports of capital goods, | 


which plummeted 6.796 in the first seven 


| : ; months. 
s are confident growth will con- | 
n upward trend and should 


Although imports of raw materials ES 
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1.662.3 | 1,729.6 | 1,469.8 | 1,469.8 
| 1,569.8 | 1,531.2 | 1.552,8 | 1201.7 
1.783.7 | 1,856.4 | 1,623.1 | 1,854.5 
| 2.086.5 | 1.880.3 | 1,815.9 | 1,440.4 
2,143.0 | 1981.5 | 1,783,5 | 1,760.8 
| 2.213:8 | 1,874.8 | 1,462.8 |. 1,402.9 
2,319.9 | 2,000.3 | 1,630.0 | 1799.2. 


Source: Ministry of Finance. - 





10. 4% during that month). 


- Some economists are concerned about li 
the continued delay on investment deci- | 
sions by local manufacturers. Although | 
there is still about 20% 















- ay be. premature at.this | 
As the local representative of | at 
"The overall 
; somewhat if there isa 






more eds e 












in July) as manufacturers restock inven- | 
tories for immediate production needs, | 
;purchases of capital goods from abroad | 
have continued on a downward trend. For | 
July, imported capital goods fell 12.4% in 
value from the same month last year (de- . 
spite an overall rise in import value of . 
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t t with small er ports i in i the: region. 
Similar feeder services to Thailand are 
y to continue after Laem Chabang be- 
omes operational. The possibility of 
mother vessels from Europe diverting to 





Laem C habang from Singapore, taking 
¿four days, is virtually ruled out, at least for 


the foreseeable future, by cost and 


BERCQUIUE considerations. D 
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if efforts are not stepped up soon to renew 
plant and equipment. “Producers are now 
- at a crossroads in making investment deci- 


sions,” commented one government 


economist. 


Also worrisome is the continuing rise in 
Taiwan’ S trade surplus, which stood at 
2.8 billion. at. e end of the 
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rts. In tin ord it 
ts on foreign-exchange 
dealings of banks, permitting them to hold 


more US dollars. 


This last move should also help stem up- 
ward pressure on prices. -Although the 


| money supply, in terms of MI (net cur- 
rency issued plus demand deposits), has | 


expanded. at an annual rate of slightly 
more than 2075 in recent months, it has 
not led to any inflationary prooem yet. 


| Consumer prices rose only 3.84% in the. 


second quarter over the year-earlier- 
period, while wholesale prices actually de- 


i. clined 2.37% , 


Perhaps an even greater problem is the 
increasing dependence on the US market. 
In the first seven months, Taiwan's trade 
surplus with the US reached US$3.4 bil- 
lion and will probably total at least US$5 
billion for the year, up steeply from 
US$4.2 billion in 1982 and US$3.3 billion 
in 1981. If so, Táiwan could rank second 


only to Japan in the size of its trade surplus 
with the US. 


Already this prospect has caused alarm 
on both sides and could lead to growing 
protectionist sentiment in the US. The 


possible remedies to this problem in the 
short term are few. But local economists 
‘are hoping that European nations will 
| soon pick up economically and their cur: 
| oo wil ATE SO > that Mes anab- . 
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ECONOMIES. 


The kniv are out 


The Philippine Government is forced to launch an all-fronts 
attack on the country’s soaring balance-of-payments deficit 


By Guy Sacerdoti and Leo Gonzaga 
Manila: The Philippine monetary au- 
thorities have launched a concentrated at- 
tack on the country’s balance-of-pay- 
ments deficit. The trigger was the effects 
the continued debilitating current-ac- 
count deficits, the foreign debt profile and 
most recently, political instability in the 
wake of former senator Benigno Aquino's 
assassination have had on international 
confidence. 

Even before the August 21 murder at 
Manila International Airport, the govern- 
ment's technocrats, led by Prime Minister 
Cesar Virata and Central Bank of the 
Philippines governor Jaime Laya, had 
been scrutinising minutely the balance-of- 
payments position, looking for items that 
may need policy changes — even if only 
temporary in nature — to increase inflows 
and reduce outflows of foreign exchange. 
With the overall first-half deficit at 
US$562 million, against a target of 
US$598 million for the whole of 1983, the 
government had to decide whether to go 
along with the International Monetary 
Fund’s premier-performance criteria ac- 
companying the emergency standby credit 
signed in February, or succumb to a major 
target adjustment. 

Sticking as close to the target as possible 
— the government set the reduction of last 
year’s US$1.135 billion balance-of-pay- 
ments deficit as its main monetary-policy 
objective for 1983 — would require pain- 
ful restrictions on imports (particularly of 
capital goods) and tighter reins on the 
local banking system, exchange-rate 
shifts, reduced money-supply growth, 
tighter exchange controls on Filipinos 
travelling or working abroad and an over- 
all slower economic growth rate. 

Letting the target slide would incur the 
wrath of the IMF and seriously damage al- 
ready wavering international confidence 
in the Philippine economy. Options in 
dealing with the country’s US$18 billion in 
foreign debt would narrow indeed. “Itisa 
damned-if-you-do and damned-if-you- 
don't situation," said Laya. “And we sim- 
ply decided to go ahead and do it.” 

The 7.3% devaluation of the peso | 
against the US dollar in late June 
(REVIEW, July 7) was supposed to provide 
a psychological — as well as a real — boost 
to the economy. The parity shift acceler- 
ated the real effective exchange rate (a 
trade-weighted average adjusted for rela- 
tive price) back to its 1978 level, consi- 
dered optimal by the monetary au- 
thorities. At the same time it was hoped 
that those who imported faster as the peso 
gradually declined in value (to save on 
peso costs) and those who delayed exports 
to earn more pesos later would rationalise 
their trading. 
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During the first half exports fell 8.475 in 
value against the same 1982 period. And 
while imports also declined 2.6% , much of 
that was due to reduced oil prices. The re- 
sultant merchandise trade deficit in- 
creased 8.7%. 

The hoped-for change apparently has 
not happened, so the technocrats have de- 
cided to take more direct action. For 
example, the Monetary Board ruled on 
July 26 that imports of capital goods, 
machinery or equipment worth more than 
US$50,000 a month would only be al- 
lowed if financed by suppliers' credits or 
Asian Development Bank or World Bank 
credit lines. 

To avoid importers breaking down 
equipment imports into separate compo- 
nent packages, the central bank made the 


limit cumulative (if an importer ordered 
three units worth US$20,000 each during 
say, September, only the first two would 
be allowed without medium- or long-term 
financing). Aside from regulating im- 
ports, the measure also reduces the ac- 


| crual of new short-term debt. 





Virata; Laya: ‘damned if you do, damned if you don t; 


j: August, the Monetary Board passed | 


two other resolutions in effect controlling 
certain import items. Import-authorisa- 
tion certificates must now be secured from 
the Board of Investments (Bol) for the im- 
port of 556 products; 20 milk and milk- 
product items are already covered by 
these Bol certificates. 

Some bankers and economists view the 
new measures as tantamount to import 
controls — specifically forbidden under 
the IMF standby programme — but all the 
items fall under tariff categories at 50% 
and above. In any case, these are very 
tough measures. For capital goods, ob- 






: suppli CRAP has been difficult 
, though Laya said recently the re- 
sult has been some opening of export-im- 
port type credits from Japanese and Unit- 


ed States institutions for this import — 
financing. For items requiring certifica- —— 
tion, the first importation worth kun A 























US$100,000 will require a minimum 3058 
day letter of credit, with any ensuing order 
covered by longer-term credits. -$ 

Aside from delaying the day of reckon- A 
ing for these imports, the central bank r 
wants to use the new regulations to tighten — 
up reporting requirements to ensure cor- - 
rect valuation of imports to avoid the quite 
prevalent technical smuggling thre 
customs (the new reporting bypasses th 
customs department). “wt 

The central bank has also tightened uj 
on export monitoring. with the aim of | 
moving export revenues on to the balance- — 
of-payments sheet as quickly as possible. - 
From buyers’ orders for local goods to ~ 
production and shipment, the central 
bank has now involved itself in all ~ 
documentation. Within a week of the - 
shipment date, an exporter must pee 
present or entrust export documents to his — 
bank, which then reports to the central 
bank. The exporter must negotiate pay- — 
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ments for no longer than 60 days after ` 
shipment. Beyond that, payments must be - 
approved on a case-by-case basis. w 

Non-merchandise trade and invisibles — 
have also been controlled more closely. _ 
Most prominent is the tightening up on in- 
ward remittances from overseas workers, 
which last year contributed some US$750 
milion to the  balance-of-payments. 
January's controversial ruling that work- 
ers must remit 70% of their earnings if 
they are to have their passports renewed 
has increased inflows, as have the efforts to 
streamline the banking system to facilitate 
processing of remittances as well as the 
much publicised lottery incentive scheme 
(each US$100 remitted earns a lottery tic- 
ket, with the central bank offering 100 
monthly prizes worth £100,000, or 
US$9,090, each). 

The US$484 million remitted during the 
first six months of the year was 28% above 
the 1982 figure, and Laya now says August 
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receipts topped US$100,000 for the first 
time. This is despite reduced oppor- 
tunities for overseas workers in their main 
market — the Middle East. While the gov- 
ernment's original estimate of inward re- 
mittances for the year of US$1.5 billion re- 
mains pie in the sky (REVIEW, Mar. 3), an 
increase from US$900 million to US$1 bil- 
lion now seems possible if the current 
trend continues. 

Non-merchandise trade outflows have 
also come under the knife. All imports by 
the government must now be on an fob 
basis (exclusive of insurance and freight 
costs) carried on Philippine flag carriers 
and paid for in pesos, according to new 
central bank regulations. Again, exemp- 
tions can only be granted on a case-by- 
case basis. The result will be increased 
dollar savings within the system. 


Iso, per diem expenditures for Filipinos 

travelling overseas on business have 
been reduced, the rate of which de- 
pends on the travellers’ destinations (the 
central bank only allows businessmen to 
exchange into dollars a certain amount of 
cash to cover expenses) and has cut in half 
the sale of dollars for Filipinos studying 
abroad and other tourists. It has also re- 
duced the number of bank branches al- 
lowed to issue foreign currency-denomi- 
nated travellers cheques to ease monitor- 
ing and has tried to cut into the black mar- 
ket (to which businessmen and others go 
for their extra foreign cash). In July, the 
central bank required a blanket minimum 
of US$50,000 a month to be turned over 
from foreign-exchange dealers. That will 
increase to US$100,000 beginning on Oc- 
tober 1. And according to Laya, the coun- 
try's plethora of foreign-exchange dealers 
has been reduced by more than 100. 

Finally, the government is hoping to in- 
crease capital inflows by means of dollar- 
denominated treasury notes to be issued 
some time before the end of the year. 
Laya said the float will total about US$500 
million, with the first issue to be about 
US$100 million. Already some big names 
in local business have said they intend to 
support the float: two so-called cronies of 
President Ferdinand Marcos — Roberto 
Benedicto, who controls the sugar indus- 
try, and Antonio Floirendo, who controls 
bananas — along with individuals from a 
number of banks, mining companies and 
the food-and-beer conglomerate San 
Miguel Corp. 

Laya said these notes, like past treasury 
bills, will not be treated as foreign borrow- 
ing but as direct capital inflows and will 
thus not fall under the self-imposed debt 
ceiling for the year of US$2 billion, agreed 
upon with the IMF. 

While the balance-of-payments deficit 
target will be aided by these measures, the 
government is still hedging its bets by say- 
ing it will ultimately fall between USS600- 
800 million, with financing from the IMF 
standby, central bank funds and commer- 
cial-bank foreign assets being drawn back 
into the country. However, Laya now ad- 
mits that despite the government efforts, a 
new standby facility from the IMF will de- 
finitely be negotiated for 1984. 


ECONOMIC RELATIONS 


For a few rupees more 


The Soviet Union's quasi-barter trade with India goes 
deeper into debt as its exports lose their glitter 


By Mohan Ram 

New Delhi: India’s tupee-trade exports to 
the Soviet Union have risen dramatically 
during the past three years. The result is a 
growing imbalance and a drastic cutback 
in Soviet imports this year to reduce the 
trade gap. The Soviets have also been put- 
ting increasing pressure on India to buy 
more to help liquidate the surplus. But 
neither side seems to want to recognise 
that the problem has a structural dimen- 
sion with a change in India's import needs. 

Indo-Soviet trade on a rupee-payment 
basis has grown steadily since 1953 as a 
corollary to Soviet development aid, 
which was largely responsible for creating 
India's public-sector industrial base. 
Soviet-aided projects account for 35% of 
steel output, 8095 of metallurgical and 
other heavy equipment, 30% of oil-refin- 
ing capacity and 11% of power genera- 
tion. 

From Rs 130 million (US$13.26 million) 
in 1953, trade turnover reached a stagger- 
ing Rs 31.74 billion in 1982, multiplying 
nine times since 1970. In 1981, the Soviet 
Union outpaced the United States to be- 
come India's largest buyer, accounting for 
18.7% of its exports, against the US’ share 
of 11.7%. The trade plan for 1983 pro- 
vides for a turnover of Rs 36.25 billion (ex- 
ports by India at Rs 18.8 billion and im- 
ports at Rs 17.45 billion). The 1982 plan 
had provided for a turnover of Rs 32.6 bil- 
lion and fell slightly short of this target — 
by Rs 1.6 billion. 

Although the two partners have de- 
cided in principle to expand their trade 
over 1981-85 by one-and-a-half times the 
1976-80 level, the Soviets have begun cut- 
ting down on their orders to India. By 
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department store: an influx of Indian goods. 





mid-May, when normally 80% of the or- 
ders are firmed up, the Soviets had placed 
orders amounting to only 60% of the plan- 
ned Rs 18.8 billion. India placed orders to 
the extent of 71% of the plan provision of 
Rs 17.45 billion. India has been urging the 
Soviet Union to place more orders, but 
the Soviets contend that if India does not 
buy more to correct the imbalance, it will 
have to face cuts in Soviet purchases. 

India's chronic trade deficit with the 
Soviet Union ended in 1969. After that it 
has been surplus all the way except during 
1979. The surplus in 1981 was Rs 3.4 bil- 
lion, rising to Rs 5 billion in 1982. At one 
point, the Soviets were running an aggre- 
gate deficit of Rs 10 billion. The sharp in- 
crease in India's exports during the past 
three years has accentuated the imba- 
lance. Exports rose from Rs 4.98 billion in 
1979 to Rs 9.64 billion in 1980 and to Rs 18 
billion in 1982, 


harp cuts in the West's imports from 

India synchronised with a spurt in 
Soviet demand for India’s agricultural pro- 
ducts and consumer goods. Acute econo- 
mic difficulties at home made it impossible 
for the Soviet Union to import consumer 
goods against hard currency — so it 
bought more from India, albeit on what 
amounts to credit. It was a bonanza for In- 
dian exporters to be able to sell goods no 
one else would buy and at prices no one 
would pay. Multinationals barred from 
the Soviet market were now able to enter 
it through Indian subsidiaries. Cosmetics, 
toiletries and pharmaceuticals were the 
new exports from India, in addition to 
traditional items. Those who set up addi- 
tional capacities to manufacture 
for the Soviet market did not 
realise that the demand would be 
short lived. 

Agricultural raw material and 
agricultural consumer goods con- 
tinue to be the mainstay of India's 
exports, though their share had 
declined to 55% in 1980 against 
71% in 1965. The share of indus- 
trial goods had risen to 19.4% in 
1980 from 9.6% in 1965. The 
Soviet Union looks to India as a 
source of cheap agricultural raw 
materials and products. Soviet 
exports to India, almost stagnant 
during the past two years, consist 
mainly of crude petroleum pro- 
ducts and fertiliser (accounting 
for 80%). 

While critics of India's special 
relationship with the Soviet 
Union (institutionalised through 
the 1971 peace and friendship 
treaty between the two nations) 
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see politica ical arm-twisting behind the trade 
ock, k 


. dea Moscow seems genuinely 
_ worried about the growing imbalance. Not 
having a free-market economy, the Soviets 
are horrified at the thought of an adverse 
balance which is growing year after year, 
and playing the role of a debtor to a deve- 
loping country such as India. To overcome 
the Soviet Union's inability to pay off its 
trade debt in rupees, India's budgets show 
"technical credits" to the Soviet Union: 
Rs 3.7 billion in fiscal 1980-81, rising to 
Rs 12 billion in 1982-83. | 

The Soviet grouse is that India does not 
— buy enough and is Keen on buying only 

- "dollar-savers" such as oil and fertiliser. 
— Moscow would like it to buy a diversified 
basket of manufactures to step up im- 
ports. And India itself seems to think it is 

ssible to correct the balance sooner or 
ater. 

At the ministerial-level talks held in 
Moscow early in September to sort out 
these problems, the Soviet Union indi- 
cated that it was keen to remain India's 
largest buyer. It offered to buy Indian 
sugar (which means it would have to divert 
orders that should have gone to Cuba, 
which has been its sole supplier of sugar). 
India offered to buy more newsprint, fer- 
tiliser, engineering goods, non-ferrous 
metals, zinc, aluminium and asbestos, 
pleading that the temporary imbalance 
should not cause undue concern. 

What seems to have been overlooked is 


INDO-SOVIET TRADE 
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that the Indian and Soviet economies are 
becoming steadily less complementary. 
India's import needs are changing and the 


Soviet Union is unable to respond to 


— them. Aslong as India had tie-ups with the 
Soviets for its public-sector products, it 
provided them with a captive market for 
machinery and equipment. But at present, 
there are few such products and India is 
becoming increasingly selective about its 
choice of components for these products. 
Soviet supplies to projects set up with its 
aid are also tapering off. Public-sector 
projects now look to the West to upgrade 
their technology, not to Moscow. 

As for India's private sector, the 
liberalised import policy (to boost produc- 
tion, mainly for export) also brings com- 
petition from the West. Much of the 
Soviet machinery and equipment offered 
to India is either not needed, can be ob- 
tained from the West with assurance of 
better quality, or can be made in India. In 
short, India needs technology which the 
Soviets do not have. 

While political factors might compel 
continuation of the Indo-Soviet rupee 
trade, questions about its long-term use- 
fulness remain. There are already sugges- 
tions that the deficit part of the trade 
should be paid off in hard currency. — 
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Big is necessary 


Only very large-volume Asian car manufacturers will be able to 
compete in the 1990s, according to a United Nations study 


By Ted Morello 


New York: High technology, growing 
protectionist legislation and the spreading 
power of multinationalism are redesigning 
the shape of Asia's car industry, Japan, a 
world showcase in the field, is “somewhat 
reluctantly" starting to shift from its tradi- 
tional home-based production towards a 
multinational strategy. South Korea’s 
Hyundai group also is moving closer to 
multinational collaboration to fill the gap 
in its own technological capability. 

In India, the government concedes that 
its passenger-car sector needs a drastic 
overhaul to upgrade its low road per- 
formance. Malaysia and the Philippines, 
whose automotive industries are largely 
assembly operations, face realignment be- 
cause of high costs and a limited domestic 
market. 

The current trend and likely future of 
passenger-car and commercial-vehicle 
production and assembly in half a dozen 
Asian countries are explored in a newly re- 
leased United Nations survey of the indus- 
try worldwide with special reference to the 
involvement of multinational corpora- 
tions — or, in UN parlance, transnational 
corporations (TNCs). The report was 
published by the UN Centre on Trans- 
national Corporations (UNCTC). 

Because the most recent global statistics 
available reflect the situation in individual 
countries as of about 1980-81, the study's 
observations and conclusions rely heavily 
on past performance, long-term trends 
and extrapolation. 

For Asia, developing countries with 
vehicle industries are divided into four 
categories. China (for which no data were 
included in the report) and India have 
fully locally integrated production of 
motor vehicles — the only Third World 
countries outside Latin America (Argen- 
tina, Brazil and Mexico) to have achieved 
that level of sophistication. Among as- 


sembly operations, South Korea stands 
alone as the most advanced and integrated 
assembler. The third category includes the 
fairly large assemblers, among them In- 
donesia, Malaysia and the Philippines. Fi- 
nally, there are such smaller assemblers 
such as Pakistan, Thailand and Burma. 

One of the report's key conclusions is 
that the high and rising costs of develop- 
ing, producing and marketing new vehi- 
cles "seem to imply that only the largest- 
volume producers [as well as a few highly 
specialised producers of luxury cars] will 
be able to operate efficiently into the 
1990s." It is estimated that the minimum 
size of a viable volume car producer is 
about 2 million units a year. Even in that 
range, the drift is away from the go-it- 
alone philosophy. 


he UNCTC report said several firms in 

the 2-million-unit bracket already are 
seeking external alliances to bear the costs 
of product development and component 
production. It added: "It is to be ex- 
pected, therefore, that the number of cor- 
porations currently active in the industry 
will fall, and that cooperative research and 
production ventures will grow increas- 
ingly significant." 

Furthermore, given the importance of 
the vehicle industry to employment and 
the balance of payments, "governments 
are likely to intervene increasingly" to 
support their national firms; to promote 
automotive exports and to attract new 
foreign automotive investment. 

In contrast to the highly trans- 
nationalised firms of the United States, 
Japanese companies have remained es- 
sentially home-based and traditionally re- 
luctant to engage in overseas production. 
But Japan's successful export strategies 
have provoked protectionist backlashes in 
the US and other industrialised countries 
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tempting to safegua ‘d jo ps in their own 
- car plants and to create more favourable 
tilts to their balance of payments. 
One Japanese response was to divert to 
overseas production and assembly 
— facilities a small part of the US$24 billion 
capital investment budgeted by its car 
— firms for 1980-83. In a case study of four 
leading Japanese vehicle makers — 
— Toyota, Nissan, Mitsubishi and Honda — 
— the UN survey found that “some continue 
to stress home-based production, some 
- are starting to look for foreign investment 
= opportunities aggressively and some have 
— established direct equity links with major 
- foreign firms and seem unlikely to go 
— transnational on their own." 
— — A Toyota, most home-based of the four, 
- — Fas all its basic production facilities con- 
—  eentrated in Japan and has invested 
abroad *only when absolutely necessary." 
— One argument for its reluctance to invest 
— abroad is that it sells a diverse range of 
- models and therefore does not consider it 
economical to set up  single-model 
facilities. Only in very recent years did 
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____| Foreign and local in India: uneven course. 


— "Toyota begin guardedly to make foreign 
- investments. Examples: a US$140 million 

— engine plant in Australia, where it has as- 
= sembly operations; US$16 million 
budgeted to enlarge a truck-assembly 
plant in the US and a bid for an engine 
— plant in Indonesia. 

— "Thus, with the exception of making 
minor investments in the form of assembly 
in most developing country markets," the 
UN study concluded, “Toyota is not, in 
— the same sense as most other big [vehicle] 
‘TNCs, transnational in its production ac- 
tivities.” 


—— Assn is much more involved in overseas 
M production than Toyota and is report- 
. edly following a strategy of significantly 
= increasing its share of the international 
^ market by 1990. It already has embarked 
on a *400 billion (US$1.94 billion) over- 
seas expansion programme. The sum, 
while small by major US car makers' stan- 
E dards, is very large in relation to overseas 
| spending by Nissan's Japanese rivals. 

Its Mexican operation is considered 
| particularly noteworthy; besides provid- 
ing components and engines to its US 
operation and to its Japanese base, it is de- 
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or 
e company's investment in 
Spain's Motor Iberica is also strategic as 
an entry point into the European 
Economic Community, which Spain will 
join by 1984. Despite such overseas ven- 
tures, the UN study predicted that Nissan 
would “remain very firmly a Japanese- 
based manufacturer, and it will probably 
be a very long time before the US type of 
transnationalisation takes place." 
Mitsubishi, the ‘third-largest car firm 
and a latecomer to the field, has con- 
ducted its main foreign operations 
through its link with Chrysler, the inter- 
mittently troubled American manufac- 
turer. However, the study suggested that 
Mitsubishi may reduce its US links if it de- 
cides to cooperate more closely with West 
European firms. Nevertheless, it added 
that there are few signs that Mitsubishi is 
about to enter foreign production in a big 
way. The reason: "The ties with its very 
large [conglomerate] parent company — 
which is highly Japanese-based in its in- 
dustrial operations — probably tend to 
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make it rather circumspect about inter- 
nationalisation of production." 

From being the world's largest motor- 
cycle manufacturer, Honda has achieved 
prominence as a successful producer and 
exporter of small and medium-sized cars 
and also as an outward-looking overseas 
investor. Its total of some 50 assembly op- 
erations abroad — though mainly for 
motorcycles — nevertheless suggests that 
for a Japanese company, Honda has an 
extraordinarv willingness and capacity for 
operating directly in the world market. 
The report said that if Honda decided to 
stay in the mass-produced popular market 
rather than shifting to sophisticated, spe- 
cialised models, it might seek a more 
transnationalised partner to broaden its 
product range and provide it with a larger 
international sales organisation. 

India, one of the first developing coun- 
tries to start car assembly and then to 
move into full local production, has 
steered an uneven course with passenger 
cars over the past three decades. Its 
troubles have sprung from a constricted 
domestic market and export constraints 
resulting from small-scale production, 
outmoded technology, ineffective quality 
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"Control and a lack of direct transnatiönal 


connections, nee 

But the country's commercial-vehicle 
sector has shown sustained growth. Tata 
Engineering and Locomotive Co. (Telco) 
and Ashok Leyland (AL) have emerged 
as major exporters to other developing 
countries because of strict quality control, 
product adaptation and improvement 
based on indigenous research and deve- 
lopment and government encouragement. 
Because each company produces essen- 
tially only one model, the 1984 production 
targets of 55,000 units for Telco and 
40,000 for AL compare favourably with 
most developed-country producers for a 
single model. The UN report predicted 
that Telco, already established regionally 
as a manufacturer of “highly regarded if 
technologically intermediate vehicles,” 
will continue its growth. 


n South Korea, development of Hyun- 

dai’s Pony model, based on imported 
components, marked the first instance of a 
Third World country entering the world 
car market with an independent (if not in- 
digenous) model. In less than a decade, 
the undertaking has grown to a scale 
where, the UNCTC report said, existing 
TNCs “could be directly challenged.” Ac- 
cording to one forecast cited, total vehicle 
output is targeted at 1 million units by 
1986. 

At the same time, the UN study 
acknowledged that necessary technologi- 
cal investment may not be available to 
Hyundai without substantial TNC in- 
volvement. Indeed, it added, the technical 
assistance agreement signed by Hyundai 
and Mitsubishi in late 1981 indicated that 
the South Korean company is moving to- 
wards substantial TNC collaboration. 

As car assemblers, Malaysia and the 
Philippines, the two other Asian countries 
singled out for in-depth UNCTC study, 
share the same characteristics and prob- 
lems. Both are plagued by an excessive 
number of models (40 in 1980 in the 
Philippines), high costs, a limited domes- 
tic market and the difficulty of arranging 
component swaps as a result of the model 
proliferation within Asean. 

In its bottom-line assessment of the 


/ world industry's future, the UNCTC re- 
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port predicted car manufacturers will all 
become increasingly transnational, “if not 
by choice then by force of government in- 
tervention in the major markets to induce 
a large local share of the production, em- 
ployment and exports generated." Com- 
panies are likely to adopt the pattern es- 
tablished by Ford in Western Europe or 
Volkswagen in the Americas: local assem- 
bly in the largest markets accompanied by 
increasingly specialised component pro- 
duction and trade to achieve économies, 
diversify risk and minimise balance-of- 
payments burdens. 

“Thus,” the report concluded, “growth 
in TNC production will increasingly be ac- 
companied by trade within the TNCs con- 
cerned, with each major host country spe- 
cialising in certain components of the final 
product and final assembly being located 


` 


near the largest markets." — 


— 












Tokyo: An American diplomat. recently 
came across a [epo c on issue s affecting © 
1g icultural 

ers’ positions 
paper could ve ry 
nt situation — ex- 








Bu The trading 
outlined in that briefi 
well describe the prese: 
cept for the fact that the report was written 
in 1968. : 








. Changes i in the long-outstanding issues = 
between the US and Japan have come 
slowly and have been minor. This month, | 
the two governments are meeting again in 

: Tokyo to discuss expansion of beef and | 

C eitrus imports by Japan, and in Geneva | 
. where the US has lodged a complaint | 
against Japan in the General Agreement 
on vans and Trade over Tokyo’s curbs 
on 22 agricultural products. | 
The stakes riding on the outcome of 
these meetings are higher than in the past, 

| however. The results will affect the wavs 
many nations sell their farm products 
overseas and* protect t heir farmers at 
home. Besides the impact on US-Japan 
economic relations, already strained by an 
array of problems, the ee negoti- 
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In igi Gatt EA Washington i is try- 
ing | to remove the legal basis for Tokyo’ XE 


m products. The two sides 





items, includ ng tomato juice, non-citrus 
fruit juice, tomato ketchup and sauce, 
processed cheese and peanuts. (The even 
touchier products, beef and citrus, are not 


included in the Gatt talks, and US officials ! 


ingenuously deny there is any linkage be- 
tween the two rounds of discussions.) If 


the government negotiators fail to reach - 


agreement, the dispute can be taken to a 
multinational. Gatt. panel for resolution. 
The first meeting ended inconclusively on 
September 9. 

Most nations protect certain domesti- 
cally sensitive farm goods against imports 


— the French shield 18 items, the US and | 
| other nations fewer. By taking Japan to | 
| Gatt, the US has served notice it believes 


| Japan's protection is no longer legal. 
Other countries must wonder if the Ame- 





| crats yu politicians in d. The 
sage: this is what happens if you do 
fake ias Seriously on agriculture libera 
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expires next ah : 31. ; 
gradual expansion of imports 
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Gatt action has caused quite a 
domestic trouble here." 
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abolition of all protective barriers to im- 
ports — a totally unacceptable demand. 
Last year US officials conceded they could 
accept “phased liberalisation,” a code 
phrase for simply expanding the quotas 
again, and a measure considered negoti- 
able by Japanese Government officials. 
Whatever the merits of the US approach 
as a negotiating tactic, it had the practical 
effect of escalating the opposition to any 
liberalisation by Japanese agricultural 
cooperatives, farmers and the politicians 
who represent them, which is to say most 
politicians in most parties. 

In April, negotiators abruptly ended 
their talks one day early, admitting they 
were getting nowhere. During that round 
Japanese officials tested reaction by say- 
ing they were willing to raise beef quotas 
by 30% and orange imports by 1095, con- 
cessions apparently unreasonable to the 
US. “Ifthe US is going to take the same at- 
titude as it did in April, we can't expect 
any movement ahead at the next meet- 
ing." said Sano. "There has to be move- 
ment ahead, and to do this, it is essential 
for the US to change its position.” 

US officials say their Japanese counter- 


| 


cials call “the numbers game" — quota ex- 
pansion. Pressure from the Foreign Minis- 
try and the Prime Minister's Office to 
reach a compromise probably means some 
accommodation, however temporary, can 
be achieved. 

Yet, as the 1968 briefing paper indi- 


cates, temporary solutions are just that. | 


The fundamental differences persist, and 
the arguments from each side vary little 
now from more than a decade ago. Unfor- 
tunately, the unbending nature of their ar- 
guments does not bode well for mutually 
satisfactory solutions to the immediate ag- 
ricultural dispute. On a larger scale, the 
seemingly inflexible posture by both sides 
suggests neither has learned, despite years 
of official encounters, much about the 
other. 

The Japanese resistance to more ag- 
ricultural imports centres on several con- 
tentions, including: 

» Letting in more imports will put Japan- 
ese farmers out of business, which will re- 
duce the country's food self-sufficiency 
further from its current 70% level. 

» Besides higher unemployment, a fall in 
the number of farmers means less demand 


The attachment is reflected in the gut 
fear of many farmers that what the US re- 
ally wants is the liberalisation of rice 
trade. Because of massive. government 
subsidies, Japan has recorded a rice 
surplus for several years. But growers feel 
threatened by the prospect of competing 
against cheaper, and perhaps better, 
California and Louisiana rice. US officials 
say there are no current plans to seek 
liberalisation of rice imports. 


Fo their part, the Americans (and to 
a lesser degree, Australians and Cana- 
dians) insist that: 

» More import competition would in- 
crease the efficiency of Japan's low- 
technology farms, in turn lowering food 
prices for Japanese consumers. 

» For the 4.5 million units classified as 
farm families in Japan, 80% of their an- 
nual income comes from non-farm 


sources, such as factory or construction 
labour. Japan needs only 1 million or 
fewer such families. 

» Chicken imports were liberalised in 
1962, pork in 1971 and cherries in 1978. In 
all three cases, consumption rose dramati- 





parts are intransigent. “What we're asking 
the Japanese to do is to put a Japanese 
proposal on the table that has the poten- 
tial for a negotiated settlement,” said one 
US official. “To date the Japanese haven't 
put such a proposal on the table.” Any Ja- 
panese bargaining position should include 
a commitment to expand all, not only 
high-quality, beef imports to the extent 
that retail price levels for Japanese con- 
sumers would be closer to those paid by 
other countries’ consumers. Beef prices in 
Japan, depending on the quality of ine 
cut, are roughly six or seven times those in 
the US, American officials estimate. 


o: unprecedented factor will affect the 
outcome of the beef and citrus talks 
this month: Reagan's visit to Tokyo in 
November. The Japanese would like to 
settle their most serious trade disputes — 
agriculture, industrial policy and market- 
access measures — before the visit. The 
MAFF remains willing to discuss what offi- 





for US livestock feed and other raw mate- 
rials imported for Japanese farms — 75% 
of all US agricultural exports to Japan fall 
in this category. 

» Trade friction with the West is the re- 
sult of torrential industrial exports, not 
limits on farm imports, and big Japanese 
companies should cut the flow to ease 
criticism. 

> Even if all agricultural products 
(excluding tobacco) were liberalised com- 
pletely, less than US$1 billion would be 
sliced from Japan’s estimated US$20 bil- 
lion trade surplus with the US. 

» Japan is already the biggest overseas 
customer for American farmers, purchas- 
ing nearly US$7 billion worth of agricul- 
tural goods last year. 

Underlying all these points is the quasi- 
mystical attachment to land common to 
any people with a strong agricultural herit- 
age. Beef farmers in Japan's Miyazaki 
prefecture, for example, build stone 
monuments to the souls of their cattle. 


cally after liberalisation and domestic pro- 
duction also increased, with self-suffi- 
ciency staying about the same. 

» MAFF should spend more time and 
money restructuring Japanese agriculture 
and improving its efficiency, instead of 
fighting rearguard actions against im- 
ports. 

» Regardless of the financial impact on 
the bilateral trade imbalance, agricultural 
imports have become a symbol for many 
Americans of Japanese economic 
xenophobia. Lowering import barriers 
will help ease trade friction. 

These are the arguments that have been 
in each camp's arsenal for years, and prob- 
ably will remain for several more. It is in- 
evitable that some liberalisation of Japan- 
ese agriculture occurs on some farm pro- 
ducts. Which ones and at what pace are 
the issues which continue to divide the two 
governments. If history is any guide, the 
divisions will be around for more years to 
come. 
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Because there's a lot more 


Dutch culture than just you, 
Rembrandt? - ^ * 


hus 7. i Holland has more 
museums per square mile 

é Cully ( uf than any other country in the 

UOCE | | t 

LI world- 700 altogether. It has 
40,000 buildings registered 

as monuments. And Amsterdam alone offers more 
than 12,000 theatre, music and other kinds of 

performances per year. 

With KLM's Heart of the Arts packages 
and the Holland Culture Card you can discover 
Holland's culture easily and to the most advantage. 
This card gives you free entry to museums,discounts 
in top galleries, personal introduction to artists in 
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reservations and lots more. 
Ask your travel agent 
or KLM for the Holland Heart 
of the Arts brochure and find 


-out about all the advantages 


and documentation that is part 
of this unique cultural program. 
Indeed, there is a lot 
more to Dutch culture than just 
Rembrandt's paintings. & Tl I 
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National Westminster. The Action Bank. 


Inthe biggest international banking 
centre it towers above the rest. 


ational Westminster's network of 

3.200 branches is larger than that 
of any other bank in Britain. 

So perhaps it’s not surprising that 
we also rank among the biggest banks 
in the world. 

There's only one way a bank can 
grow like that. By providing customers 
with an unparalleled wealth of know-how 


AUSTRALIA TELEX 24491 BAHAMAS TELEXNS 20177 BAHRAIN TELEX 8294 
MEXICO TELEX 017 71786 SINGAPORE TELEX 28491 


and initiative.On demand.We believe 
no other bank can take wiser or more 
decisive action on your behalf. And we 
believe no other bank can make a better 
claim to be “The Action Bank” 

If you'd like to test that claim simply 
contact the manager of our nearest office. 

We're big enough to take it and act 


on it. 


SPAIN TELEX 46934 





BELGIUM TELEX 21208 BRAZIL TELEX 391-2130051 


SWEDEN & NORWAY TELEX 15050 
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The business of business is profit. 
KONE's success in business is based 
on innovations which generate higher 
profits for our customers 

around the world. 


Take, for example, KONE's unique 
crane delivery concept. The crane, 
fully assembled and tested, 

is shipped by barge or ship across 
the ocean direct to the customer's 
dock, ready for action. 
Substantially reduced delivery 








faster returns 
on investment 
for our customers. 
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Turfiover: US $600 million 
Employees: *-- 

3.000 worldwide 

Production plants, subsidiaries, 
joint ventures and agents 


gang, 


Dont Settle for Less 


And there are many other 
outstanding KONE products 

; designed to give you more 
m Find out how you can benefit 
from KONE expertise 

Write to our president 


d Pekka Herlin 


at company headquarters 
or contact your nearest 
KONE representative 


Our Annual Report is available upon request 


KONE crane: 
en route 
across the ocean 


KONE Regional Offic 

354 Orchard Road No. 03-1 
Shaw Houst 

Singapore 092 

Phone 7349588 


in 80 countries KONE Corporation, PO. Box 8, SF-00331 Helsinki 33, Finland. Telex: 124466 kone sf Telex kone rs 3608 


MATERIALS HANDLING EQUIPMENT * CRANES AND HOISTS * ELEVATORS 
MINING MACHINERY * WOODHANDLING PLANTS «¢ MARINE CARGO ACCESS EQUIPMENT 












In an age when character 
Is disappearing, four hote 
in Singapore still remain 


Although luxury hotels of the modern kind 
istinctr e abound in amazing Singapore, travellers 
© will find that the Goodwood Group 
Hotels still have character, service and elegance. All of these hotels are within 
an easy walk to the heart of Singapore. One is subtly - for you. 


THE GOODWOOD PARK > 
oe 






The old-worldly Goodwood Park remains 
the grand style hotel of Singapore. 
Stately, gracious, sprawling. 


Its appeal is instantaneous £ 
to the discerning. 


THE YORK | 
Unsurpassed Comfort. ^ hee” 
The York is centrally located, yet away from the bustle. It is smart 
in decor, and has all the amenities executives and 

holidaymakers demand. Travellers loye it 

for its attention to individual needs em 

and its friendliness. à 


THE LADYHILL = 
enfe: Yet Pleasantly Quiet f / one 


With peace and tranquility amidst luxuriant samti 
gardens, and chalets built around the 

pool, the Ladyhill offers something. 5 
refreshingly different. Ambience is 
definitely leisurely. 

























Presently Hotel Malaysia. The Boulevard, with a new wing 


to be completed in July 1984 will be more luxurious 
uode than ever and as affordable. It has a savoir vivre 
that is appealing to most. 


American Express Cardmember Accommodation Plan Introductory Offer 
For American Express Cardmembers, very preferential rates with special benefits like complimentary breakfasts 
are available for a limited.season. The rates amount to savings of up to 3596 for you. The Accommodation 
Plan Privileges include Assured Reservations, Express Check-in/Check-out, Personal Cheque Cashing. 


All bookings are guaranteed. No prior reservation is necessary. bes 


Goodwood Park * York Hotel * Ladyhill * Boulevard Hotel Singapore 
The Four Distinctive Speciality Hotels in Singapore. 


Reservations: Japan: Southern Pacific Hotel Corporation Tokyo Tel: 508-2341 Tx: 26810 
Malaysia: Goodwood Park Hotel Sdn Bhd Kuala Lumpur Tel: 929275/6 Tx: MA 31775 
Singapore: Goodwood Hotels Corporation Tel: 7343757 Tx: RS24377 GOODTEL 
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e WHAT can stop the seemingly un- 
stoppable US dollar? Answer: the com- 
ing crash in the American banking sys- 
tem. What will cause that crash? Ans- 
wer: basically those very factors which 
have made the US dollar "strong." Can 
it be averted? Answer: perhaps — but 
this is looking increasingly uncertain. 

This is not an apocalyptic vision. It is a 
reasoned analysis which William Cline 
of the Washington-based Institute for 
International Economics (headed by 
former United States assistant secretary 
for monetary affairs, C. Fred Bergsten) 
has made of the international debt prob- 
lem in a recently published report. It is 
by far the best analysis of its kind so far, 
even if it does echo warnings from other 
respected commentators such as Morgan 
Guaranty Trust. 

Cline's achievement has been to link a 
detailed analysis of the debt problem 
and its causes to an equally studied look 
at what it means for the lending banks. 
This gives the report an immediacy 
which should make investors as well as 
economists sit up and take notice. The 
exposure of the biggest US banks to 
Latin American debt, relative to their 
capital base, is obvious from the table. 
That is a crucial link because, of course, 
it is only against their capital and re- 
serves (plus profits) that banks can write 
off bad loans. The total size of their (usu- 
ally highly leveraged) balance-sheets is 
irrelevant in this respect. 

Out of the world's 20 biggest country 
borrowers from leading international 
banks — with debts of US$321 billion — 
no fewer than eight disrupted their debt 
servicing during 1982-83. Poland was the 
worst offender in terms of the severity of 
the disruption but so large are the bor- 
rowings of the Latin American gang of 
four (Mexico, Brazil, Venezuela and 
Argentina) that their past (plus potential 
for future) disruption of the banking sys- 
tem is truly terrifying. Their preponder- 
ance explains why, according to Cline, 
some two-thirds of total developing- 
country (including Eastern European) 
debt is “under a cloud of disruption.” 

What does that implv for the banks? 
Their "first threshold," as Cline puts it, 
against losses is their profits. But gross 
profits of the nine 
biggest US banks 
in 1982 were 
only US$5.5 billion 
whereas their total 
loans to non-oil pro- 
ducing developing 





Citicorp 





: BankAmerica 
countries (plus less- Chase Manhattan 
rich Opec countries | Man Hanover 

J. P. Morgan 
and Eastern Europe) Chemica 
were 15 times that 
amount, at US$82_ 
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billion. With annual gross profits that 
size, these nine banks could afford to 
provision from this source only 30% of 
their loans to these countries. 

The banks' next threshold is capital. 
If Argentina, Mexico and Brazil were to 
miss one year's payment of interest and 
principal, and do it in an "aggressive" 
way that made it seem appropriate to 
write off these payments, that would 
cause losses equal to 28% of these nine 
biggest US banks' capital even after tak- 
ing account of profits on other loans. 

This US$8 billion depletion of re- 
serves would not cause insolvency. But it 
would mean that the nine banks would 
have to cut back their total loans out- 
standing by some US$160 billion in 
order to re-establish the ratio of capital 
to loans (5?5) required by the Federal 
Reserve Board. The recessionary impact 
on the US economy itself (not to men- 
tion world trade) is obvious. 

While Cline does not rate such de- 
faults as a strong possibility yet, the in- 
centives to default are increasing. Until 
recently, what deterred countries from 
defaulting on sovereign debt was the fact 
that they would lose access to new bor- 
rowings greater than the interest they 
had to pay. And inflation was eroding 
the real burden of borrowing. 


DEBT OWED TO 


INDUSTRIAL-COUNTRY 
BANKS 


(US$ billion, June 1982) 


Mexico 
Brazil 
Venezuela 
Argentina 
South Korea 
Poland 
Chile 

Philippines 
Yugoslavia 
East Germany 
Indonesia 
Algeria 
Nigeria 
Hungary 
Taiwan 
Israel 
Colombia 


Malaysia 


Peru 


Source: Institute for International 
Economics. 
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Now the reverse is true. Interest p: 
ments for the top 20 borrowers are like eh 
to be as big as net (after service cost 
new borrowings between now and 19 Be 
and the real cost of debt has risen sharph 
with falling inflation. It only needs 2 
further increase in US (and Euromar 
ket) interest rates as a result of the 
trying to square a E budget defi 
plus a continuance of the now marke 
desire by banks to cut back new countr 
lending, to persuade debtor countri 
that they have little to lose by d iul 

This is the scenario that reall 
threatens the US dollar. It is ot t | 
huge US current-account deficit, nor t A 
budget deficit per se (both of which a 
being financed to a large extent by ot it 
side investors hungry for “safe” dolla 
but the now real possibility of trouble. 
onc or more of the prime repositories fc 
such flight capital — the US banks. — 
e SINCE the Cline report was prepz 
a few months ago (though it was | 
lished in mid-September) there 
been signs that his measured wa ning 
are justified. Citicorp, for one, has re 
ported to the US Securities and E: 
change Commission that its "non-per- 
forming" overseas loans (on which in n- 
terest is at least 90 days overdue) ha 
risen to US$1.7 billion by June 30 com 
pared with US$704 million a a ar 
earlier. 

Cline does not blame the present pr ore: 
carious situation on the profligac A 
either lending banks (which genera 
have been "prudent" in their lendi Dd 
on borrowing countries (which generally 
have put borrowings to productive use) 
A pernicious combination of high o 
prices, high interest rates and globa re 
cession is to blame. In fact, the non- 
producing developing countries lost a: 
group no less than US$145 billion | 
1981-82 as a result of these factors. - 

What is needed now, as Cline ai 
Bergsten stressed in a recent inte \ e | 
with Shroff, is new resources to er abl e 
the multilateral institutions such as th 
International Monetary Fund and th 
World Bank to undertake a new acy =: 
ing operation, similar to that w ch th 
commercial banks undertook after 
first oil shock — but will not now. - 

Crucially, v 
else is s 
Cline stresses, r 
economic growth o 
at least 3% a year If 
the OECD countries. 
between now anc 

1986. Without a 
the "illiquidity" 
developing- counie 
borrowers will be- 
„come “insolvency.” - 
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police swoop on the troubled empire’s offices may 





sound the knell for a controversial plan to rescue it 


By Philip Bowring 


‘Hongkong: The Carrian group is, for all 


practical purposes, dead. Any lingering 
hopes of saving the gangrene-ridden body 
were destroyed on September 10 whén 
squads of detectives, backed by police 
from the tactical unit, raided the offices of 
the group in the Carrian Centre on Hong- 
kong’s waterfront. On this and sub- 
sequent days other raids were carried out 
not only at offices of other parts of the 
Carrian empire but also on those of some 
of its bankers (including Wardley, a 
merchant banking arm of the Hongkong 
and Shanghai Banking Corp. ), its legal ad- 
visers (Deacons) and others suspected of 
having documents which might support 
allegations of fraud. Investigators spent 
days combing through records and re- 
moved large quantities of documents. 

The scale of the raids not only stunned 
the investment community but brought 
both surprise and some satisfaction to gov- 
ernment critics who had maintained that 
the authorities had treated Carrian with 
kid gloves for too long. 

The dramatic developments made it 
certain that the latest Carrian debt-re- 
structuring package, under which cre- 
ditors of quoted Carrian Investments 
would have received preference shares in re- 
turn for writing down the value of their loans 
to the point at which the group could be 
considered solvent, would not go ahead. 
Officially the package was simply further 
postponed. But any major delays mean it is 
almost certain that the group, which has 
been technically insolvent at least since it 
admitted its financial problems in October 
1982, will be put into liquidation. 

Which of the creditors will be brave 
enough to drive in the final nail by apply- 
ing for Carrian's winding up remains to be 
seen. If the restructuring package — into 
which an immense amount of effort has 
been put by merchant bankers, lawyers 
and creditors’ representatives — has any 
future now it may be as the basis for a 
phased, orderly liquidation. 

Even if no fraud or other charges even- 
tuate from the recent raids, the time re- 
quired to establish a sufficiently clean bill 
of health even to satisfy none-too-fastidi- 
ous creditors would almost certainly be 
too long. The main problem for many of 
the creditors is simply one of accounting: 
if Carrian went into liquidation they 
would have to make loss provisions rather 
sooner than if they accepted the prefer- 
ence paper in exchange for loan write- 
downs. The realisation of the impact on 
bank balance-sheets of recognising Car- 
rian's losses may have contributed to the 
steep slide of the Hongkong dollar. 

Although the raids were carried out by 
the Commercial Crimes Bureau of the 


police with the knowledge of the 
Securities Commission, the action seems 
to have been a result of the coalescence of 
a number of investigations by various 


' bodies into various related matters. 


Carrian and the linked Eda group (cur- 
rently in liquidation) have long been the 
subject of an investigation by inspectors 
appointed by the Securities Commission. 
The Independent Commission Against 
Corruption (ICAC) is believed to have 
been looking into possibilities of corrup- 
tion in respect of loans to the Carrian 
group, including the matter of millions of 
dollars worth of jewellery "gifts" referred 
to in unpublished accounts of Carrian 
Holdings — the group's unlisted parent 
company (REVIEW, Jan. 27). 

The ICAC is reported to have taken 
possession of Carrian chairman George 


Boyer: welcome back. 





Tan's Paraguayan passport. (Meanwhile, 
in Singapore, the Home Ministry has 
asked Tan to show why he should not be 
deprived of his Singapore citizenship hav- 
ing taken another nationality. Tan has yet 
to reply.) 

However, what turned relatively 
routine and slow-moving inquiries into an 
all-out investigative effort is understood 
to have been the probe into the murder in 
July of Jalil Ibrahim, an official of 
Bumiputra Malaysia Finance (BMF), the 
Hongkong subsidiary of Malaysia’s Bank 
Bumiputra which has been a major lender 
to the Carrian and Eda groups. Docu- 
ments seized by police at the offices of 
BMF are understood to have set them off 
on new trails and resulted in close coope- 
ration between the Serious and Organised 


Crimes Bureau — investigating the Jalil 
case — and the Commercial Crimes 
Bureau. 


Following the Carrian raids, officers 
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. dealing with the Jalil case — including a 
Commercial Crimes Bureau inspector — 
went to Kuala Lumpur to liaise with their 
Malaysian colleagues. Hitherto, contacts 


ich full service 
on the case were understood to have been e. e 
limited. 
The timing of the Carrian raids came as S I 1 | ( O 
a surprise to many, and some bankers ac- 


cused the government of torpedoing the 


restructuring scheme when it was on the 
point of gaining the 100% creditor ac- r1 
ceptance which was required for success. sta e Out 
However, despite a barrage of press prop- 
aganda from the scheme's sponsors, 


^ 
merchant bankers Hambros and Wardley, A 
and its main creditor supporters, suggest- Cars a O WI : 
ing that 100% approval was imminent, ; 


is doubtful that agreement would have 


been achieved. > 
he deadline for acceptance of the S i S d | i to a } 
scheme was originally September 9 but 


was then put back to the beginning of the 


following week to allow a little more time. 0) 
However, it may be that the government r i ' S OVer 
had decided it was not prepared to delay e 1 


action any longer and gave the go-ahead 
for the raids as soon as the original scheme 
deadline had passed. The police moved in 
on à Saturday morning just as Hongkong 
was trying to recover from Typhoon 

Ellen, which had struck the previous 188 59 eps 
morning. Even though 90% of creditors m 


















SS Yamashiro Maru. Gross Tonnage 2528 G/T 
apparently had agreed to the scheme, Length 91m Breadih 114m X 
some had done so very reluctantly and | vse Se? Sos e i 
others remained adamantly opposed to x 
what they regarded as more of a cover-up \ 


than a bail-out. 

The authorities also were aware that no 
early approval was going to be given for 
the sale by Carrian of its quoted subsidiary 
China Underwriters and its stake in Union 
Bank to a company called Fleuret. The 
deadline for this was originally also Sep- 
tember 9. Although the restructuring 
scheme was not directly dependent on the 
Fleuret purchase going ahead, any sugges- 
tion that it would not would have further 
discouraged doubters from agreeing. 

The Hongkong Securities Commission, i 
and the registar general, Wena. T Since NYK's founding in 1885 remarkable 
surance companies, and possibly also the changes have taken place in merchant. 
Singapore insurance authorities, whose shipping. Except for a few notable excep- 
approval for the change in ownership of C: yon Even in thoes. earty MEN 
China Underwriters’ Singapore subsidiary though, NYK's founders saw the need for 
also was required, were clearly in no hurry speed and efficiency in carrying cargoes 
to give the green light to Fleuret. This ea ears poris x ow. Weg Today vin 3 
Channel Islands-based company has been NA 1983 q^» cotes Desa dose. al Aras, -Aob with am 4 

! 








d ` "Y ‘ 
) 380 G \ 


Length 15088m Breadin 18 9m 
Service Speed! 4knots 





revealed (unofficially) to be beneficially S Kasugs Mary Gross Tonnage 58440 GT modern fleet that is constantly being up- 
owned primarily by a Malaysian, Datuk Langin 289 499m Breadth 32 2m graded to meet the most deman 


: Serec 232 
Mohamad Hussein Yusoff, who was for- v nate customers. 


merly chairman of Majuternak, the 
Malaysian Government livestock agency. 


The Hongkong authorities are believed : , : 
to have been interested not only in the wanaaaaaaal a Charting a course for tomorrow as well as today. 


background of Fleuret but also in how the 
purchase was being financed. Any sugges- 
tion that any financial institution which 
was already a creditor of Carrian or had a 


shareholding relationship with it was a 
party to the funding of Fleuret would have ll Head Office: Tokyo, Japan lll Hong Kong: N.Y.K. Line (Hong Kong) Ltd., Admiralty Centre Tower One, 31st 
led ^s ihe. deal being blocked and Floor, 18 Harcourt Road, Hong Kong Tel: 5-295541 W Singapore: N.Y.K. Line (Singapore) Pte. Ltd., Agent: j 






— NIPPON YUSEN KAISHA 


"NN Pis : f . a Borneo Shipping Pte. Ltd. Crosby House, 71 Robinson Road. Singapore 0106 Tel: 2224411 W Port Kelang: f 
perhaps, additional investigative mea- | Agent: Borneo Co., (1975) Sdh. Bhd., 2nd Floor UMBC Bldg., Persiaran Raja Muda Musa Port Kelang, Malay- | 
sures being taken by the Hongkong au- sia Tel: 386432 W Jakarta: Agent: P.T. Djakarta Lloyd, Sarinah Bidg., 11th Floor, Jalan M.H. Thamrin No. 11, 
thorities. Jakarta Pusat, Indonesia Tel: 323008 W Bangkok N.Y.K. (Thailand) Co.. Ltd., 1041 Silom Road, Bangkok, 


Many Carrian creditors though willing Thailand Tel: 233-4377 Agent: Borneo Services Ltd., 1041 Silom Road, Bangkok, Thailand Tel: 234-2080 
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prop iT 
es. p adaa. the Ti ! 
n re in Oakland, California (REVIEW, 
une 30). 
Although creditors apparently were 
old that the buyer would be identified, 











hat it is a Liberian-registered company 
amed Darton who 
‘unknown. Creditor 
the HK$250. million (US$3 








sarrian Holdings: for. iBjectm | into the 


































here they came from, in the. 
that their own losses - 
hus be reduced. However, 
have been uneasy. "I'd 
rather not know where the 
oming from," said one. 
r obstacle in the way of 
or acceptance of the scheme | 
1¢ mariagement. Almost all 
comed the appointment of 
je Hongkong and Shanghai 
anking Corp. deputy chairman 
ohn Boyer as the creditors’ repre- 
tative — despite his- indirect 
y association with Carrian via 
v former chairmanship . of 
ir ley. But the insistence f the 
leme's sponsors that George 
n remain as chairman and man- |: 
g director John Marshall re- 
directly involved in day-to- ; 
y Operations were regarded 
-hostility by those creditors. - 
believed  Carrian needed 
up as well. as rescuing. 























ugh it seems probable that. d 
| the Hongkong authorities did |, 
deliberately torpedo the res- 
scheme by the timing of their 
n, there is clearly a possibility that 
ey had uncovered evidence of a fraud 
h would have made a nonsense of the 
: scheme — and thus acted before 
d | befall. ne fear that some 













eks is that. eph might become the vic- 
ims of fraudulent preference, or have to 
'cept schemes which amounted to some- 
ing similar in order to get any of their 
oney back. Another possibility is that 


e entirely in tinig. its actions. 












| ir ces bi fre ihe: Po- 
lice arrived, "and that. “concerted raids 







_ dence. 
^ Whether or not th 
„any prosecutions, they 





othing has been revealed beyond the fact | 


| principals remain 
say they believe | 

| 6 million). | 

funds put into escrow by the principals of | 


ost cretiner? Manic vao us 
tions of cash into Carrian, regardless. 





A holdings dimited | 


i £artian group) 


ail. 
working steadily over most of tne past yest on s/te-&tructur ink "ache to 
c .bring about a solucion ta our current: brio 
— - for police intervention on Saturday Lost, dt 
creditors would have acceded to either the CiL or CHL schames, 
. Gage may be. 


sense of loyaity you: have displayed and sles rhe-^restraint- you have 
exercised in the. fu 

Gnwarranted invasiüt Gf. your own privacy. in particular, I would Like to 
comment on the efficiency of our security staff who continued to carry 
out their duties ably aad. well throughout the Police visit. f 


o your behaviour iy meh difficult citcumstances, 
yen all and 1 hope fhat it will soon be possible £o advise you of the 
em df tae recent events, on the future of the Group genecalls and 
ol bodie 


iced for some ridge, fo 


| investigators" 


overnment simply ignored the rescue- 


were needed to ensure that there was ] 
no last-minute destruction. of. eu 


esult in 
- those engaged in ner more mundane tasks je 








n fot the long-standing diffi. 
culty i in Hongkong of investigating allega- 
tions of fraud, ee of offences Ai rie s 





penetrate clíhe nag of nominee shold- 
ings or the mo Eie Jai a funds between 














"anto ) taka a p accom- 
M read attitt ade towards the secrecy 
sensibilities sof ba nkers and UNIES There 
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The events of the püst^ fini days cane as a great shock to us 
Together with our financial advisers, Orrian Management has been 


cIndeed, Bd it not been 


s probable that al] mater 
as the 


Through no fault of your own, you have been exposed to very 


SERTE inconweniénce and acute errasseent: dccümpanied by a 

certain loss of dignity. 

personal documents seized but 1 an confident that pene Toy will pretura 
^ these as soon as Pract icable. 


in addition, sua of you might nave Had 







From my own observation, T sas tremendously impressed by the 





fate of what most have seemed tO you fo be. an 







For aii these things, I am both touched By - and proud of'- 
i am deeply grateful to 











irae uploment by it. 
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Post-raid message to y Canon employees: a swan song? 





a feeling among some. senior officials 
that the rot at Carrian is so deep that in- 
vestigators must be given their head and 

"let the chips fall where they may.” 
Financial Secretary Sir John Brem- 











LE 


way. And several observers 
regard hew Attorney-General Michael 


| Thomas as having shown a more aggres- 


sive attitude towards the pürsuit of white- 


collar crime than his predecessor. This 


could be. an uncomfortable stance to take 


 atatime when Hongkong is nervous about 
- | its political future. 
. Now may be the worst possible time to 


have to wash either Hongkong's or 


| Malaysia's dirty linen in public. However, 
spurred by the Jalil murder, the investiga- - 


tions have acquired their own momentum 


and may in the end show that Hongkong’s - 
system of law and. justice is as worthy - 
| Of preservation. as is its. free-market 





1 yers a 
"ho feel that Poa seci ecy may be | 
breached by the wholesale, ‘Seizure of 
| documents. | 


has clearly not stood in the _ 


points in South Asia (Bombay, Calcu 
Kara 





The uhi oft two DC10s 
ends Bangladesh's search 


for wide-bodied aircraft 


By S. Kamaluddin 


| Dhaka: For Biman, the national airline of 


Bangladesh, the recent acquisition of two 
DC10-30 wide-bodied jetliners is a dream 
come true. For the past five years, Biman 
has been wanting to procure wide-bodied 
aircraft to remain competitive but was 


strapped by the lack of a firm decision 
about the type of aircraft to buy and non- 


availability of funds. 
With funds provided by the Bangladesh 


. Bank, the country’s central bank, the two 


airliners were purchased from Singapore 


Airlines (SIA) for a total of US$46 mil- 


lion. They were manufactured and de- 
livered to SIA in 1978 and 1979 and have 
so far flown 11,500 and 10,295 hours re- 


spectively. One aircraft was delivered to 


Dhaka in August and was quickly put into 
service carrying pilgrims to Saudi Arabia; 
the other will be delivered by the end of 
September. 

Biman was established without foreign 
assistance within a few months of | 
Bangladesh's emergence as an indepen- 
dent state in 1971. Itisa low-profile airline 
though it flies to 21 foreign destinations 
across three continents. 

The US$46 million package includes 
training eight cockpit crews (a captain, a 
first officer and a flight engineer in each 
crew), two cabin crews (15 in each) and 48 
ground engineers in Singapore by SIA. It 
also includes sundry galley stocks. These 


items account for about US$4.3 million, 


said Biman's public relations director, M. 
Tajul Islam. 

SIA has also provided a US$10 million 
credit for the purchase of spares including 
one extra engine. The credit bears 10% in- 
terest, payable over three years in six- 
monthly instalments. SEA will provide 
cockpit crew for the first six months and 
will also be responsible for maintenance of 
the aircraft (SIA wilksend 13 engineers to 
Dhaka) during this period, with mainte- 
nance payments to be made on a job-by- 


$ job basis. The Bangladesh Bank loan car- 


ries 10% interest with repayment in 10 


| years. Biman's managing director, Man- 


zurul Karim, has described the develop- 
ment as a "morale booster" and said it 
would "stimulate growth."  . 

Biman's fleet includes five Boeing 707s, 
two Fokker F28s and four F27s in addition 
to the newly acquired DC10-30s. It now 
flies to nine points in the Middle East 
(Tripoli; Dubai, Abu Dhabi, Dahran, 
Doha, Muscat, Kuwait, Jeddah and 
Baghdad), four points in Europe (Athens, | 
Amsterdam, Rome and London), four. 





iand Kathmandu), and f 
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EEPC can provide you | 
ith app iat ves 
ofsupplyinINDIA = 


The rapid growth and development of Indian 
engineering and its emergence as a powerful 
force in intemational markets are due, in 
some measure, to the continuous service 
Engineering Export Promotion Council 
(EEPC) has rendered to the 'engineering 
exports community'. Sponsored by the 
Government of India and established 

in 1955, EEPC today has over 5000 

members consisting of manufacturers, 27>, 

export houses, technical and (Mas ill" s ~ 

consultancy services and other — ( b HE DU 
specialist associations. 

How EEPC assists 

Overseas buyers. 

1) By recommending the 
right supplier to meet 
your requirements 

2) By providing complete 
data on the supplier: 
financial status, technical 
competence, capacity to 
supply. 

3) By arranging ‘contact 
between buyer and 
supplier. 

4) By assisting in resolving 
trade disputes. 

5) By helping to establish 
tie-ups in exports to third 
world countries. 

6) By providing exhaustive 
market information 

EEPC operates through à 

network of 13 foreign offices, 

4 regional offices in India 

and a Territorial Division at 

New Delhi. 

Consider India for your requirement 

of engineering goods and 

collaboration in joint ventures 





HTC-EEP-5090 
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Is India on your shopping list ! 
for engineering goods and services? 
















































| , 

N X ' -F 

KA M 

ERE U^, 5 s 

o e) at Ny : M > 

LTAL e. "Qe M ^, "a b 

ar Cale 

"e Dc 7 p nue e qj 
AN 4 ! 

E KC FA 00 U Og d 

5 s 
EP WS 1 
E py; 1 


Please contact our offices 
at the following addresses: 


Singapore 

Regional Manager ! 

. Engineering Export 

Promotion Council (India) 

230 Orchard Road $% 07-2324 

Faber House 

Singapore-0923 

Republic of Singapore 

Phone : 7378748 

Telex : 21154 Answer Back 
Code : EEPC R5 

Gram : OCEANBORNE 

Metro Manila (Philippines) 

Regional Manager 

Engineering Export 

Promotion Council (India) * 

a 





Room 402, Pacific Bank 


Makati Bldg., 6776, Ayala Avenue — 
Makati, Metro Manila, Philippines — 
Phone : 85-44-45 : 85-89-11 
Ext. 255 
Telex : 22518 Answer Back 
Code : EEP PH 
Gram : OCEANBORNE 








Head Office 

World Trade Centre 

14. 1B Ezra Street 

Calcutta 700 001 l 
Other Foreign Offices 
Abidjan (Ivory Coast), 
Chicago (U.S.A. ), Dubai 
(UA.E.), Duesseldorf (West 
Germany ), Jakarta 

( Indonesia), London (U.K. ), 
Los Angeles (U.S.A. ), Nairobi 
(Kenya), Sydney ( Australia), j 
Toronto (Canada) and | 
Vienna (Austria) 
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When it comes to ‘reaching Asia’s frequent: 
usiness travellers, the Far Eastern Economic 
Review offers you the most mileage. 











leview regularly as a primary advertising 
édium. Why? The answer is simply 
e Review reaches the highest audience con- 









ess travellers of any regional publication in Asia 
oday. And does it more cost-efficiently. 







If you'dlike to know more about our frequent 
business travellers, write on company letterhead 
d we'll be glad to send you a copy of the latest 
82/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- 
2rnational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 












Address your inquiries to: ~ 
Elaine | 





e Goodwin, 
Far Eastern =conomic Review, y 
vt P. O. Box 160, | 












! M present most of the world’s leading airlines 
vith routes in Asia use the Far Eastern Economic — 


because 


entration of heavy frequent independent busi- 
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subsequent Picardie years. Dake : 


- fiscal 1979-80, Biman's revenue went up 
"from more than Taka 740 million to more 


than Taka 1.2 billion, but it incurred a loss 
of nearly Taka 13 million. The next year, 
the loss increased to nearly Taka 14 mil- 


| hon. The Dhaka-Tokyo route, which 


alone was losing about Taka 5 million a 
month since it was.started.in February 
1981, was suspended in October that 


year. A net profit of about Taka 82 million 
| was earned during 1982-83. 0 


| Bes s international perforiiaitós was 


betterthan its domesticoperations. Dur- 


ing fiscal 1982-83, international opera- 


tions earned a profit. of Taka 190 million 


| while domestic routes incurred. a loss of 
 Taka 108 million. Even after increasing 


domestic fares by 20% on July 1 this year, 

the domestic side will continue to sustain 
substantial losses. Domestic fares need 
another 170% increase to reach the break- 
even point. 

The passenger load factor on domestic 
routes has already reached more than 
85% and no expansion of capacity is being 
planned, for this would merely increase 
losses. The passenger load factor on inter- 
national routes has reached about 74%, a 
figure which has justified the acquisition 
of the two wide-bodied jets. From Oc- 
tober, the two DC10s will replace two 
Boeing 707s, increasing passenger capa- 
city. by 2276. (The DC10s have 272 seats 
each, ee | 

Karim said the airline is expected to lose 


about Taka 40 million during the current 


fiscal year, though he expects an overall 
traffic increase of more than 10.5% (more 
than 15% in international operations) to 
686,000 compared with 619,000 passen- 
gers carried last year. ^ 

The international routes’ modest profit 
of Taka 35 million and additional earnings 
of Taka 25 million from ground handling 
partly offset the 
Taka 100 million loss on domestic opera- 
tions during the current year — which 
would include Taka 83 million as payment 
of interest to the central bank and SIA to 
service loans. 

Total revenue during the current year 
has been projected at more than Taka 29 
billion: compared with Taka 21.5 billion 





| last year. The increase has been estimated 
|] on the basis of anticipated growth in pas- 

| |, senger traffic as well as a much larger in- 
} | crease in cargo to the Middle East and 
|| Europe. Revenue during fiscal 1984-85 


has been projected at about 1095 over 
1983-84 on the basis of the current ex- 


E . change-rate of Taka 25:US$1. 


Passenger traffic has already registered 


| an overall 8% increase in August this year. 
| |. compared with August last year while in-- — 
| | ternational passenger. traffic Browtm 1 fer 
| | gistered. an 11% incr se dur e same. 
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TECHNOLOGY 


Take me to your leader 





Japan’s robot industry appears to be entering a 
new, more sophisticated stage of developmenit 


By Hikaru Kerns 

Tokyo: The display of new robots at a re- 
cent exhibition in the Harumi district of 
Tokyo marked another phase in the intro- 
duction of robots into industrial life. What 
distinguished this exhibition from the pre- 
vious one, in 1981 (they are held every two 
years), was the large number of commer- 
cial robots with sensors that could read 
and respond to situations. One machine, 
for example, re-assembled a shuffled jig- 
saw puzzle. Previously, robots with an ac- 
ceptable standard of cost performance 
were often of the fixed-sequence type, 
capable of doing only relatively simple 
tasks repetitively. 

This year many of the featured robots 
were aimed at industries such as precision 
instruments, agriculture, construction and 
engineering. Until now, the car industry 
has been the most prominent customer for 


robots, but this is likely to change. Robot 
makers, armed with frontier technology, 
especially from the computer sciences, are 
rapidly adapting experimental models to 
practical uses, concentrating on lowering 
costs as much as improving performance 
in order to win acceptance in a broad 
range of industries. 

It has been remarked that Japan may 
not have the most exotic or complicated 
robots in the world. There are models 
elsewhere, some developed for defence 
and space-exploration purposes, that can 
complete an astonishing range of tasks. 
But the strength of Japanese robot makers 
— as is the case in many other industries 
— has been their ability to design and pro- 
duce the most attractive commercial 
machines. Moreover, high wages, weak 
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unions and a shortage of skilled labour 
contribute greatly to the growth of a mar- 
ket for robots in Japan. 

Industry experts are predicting another 
big leap in sales of robots in the next sev- 
eral years. The lasst surge of sales growth 
occurred in 1979 and 1980, when sales 
nearly doubled to 9,900 units a year. This 
was when robots became accepted as 
something normal and mot just curiosity 
pieces, said Mikio Kato o f Nippon Robot- 
mation Co. Also, rnany of the operational 
snags that led to breakdowns in the earlier 
models have been elimina ted. 


he breakthrough in developing a wider 

variety of robots with sensors will 
help push sales to more than: 50,000 units a 
year by 1985, compared to s ales of 24,800 
units in 1982, according to \the Japan In- 
dustrial Robot Association. 

Sales of industrial robots for the most 
competitive manufacturers ai'e increasing 
by about 30-50% a year, according to the 
daily Nihon Keizai Shimbun. Mitsubishi 
Electric Co., for example, is expanding its 
production from 175 units a raconth in 1982 
to 250 in 1984. Although the: b iggest sales 
are achieved by companies such as Mat- 
sushita Electric, Kawasaki He.avy Indus- 
tries and  Yasukawa Electric, the 
stockmarket appears to Ibe more in- 
terested in the more specialised. com- 
panies such as Fanuc. 

In Japan, already about 1 00,000 robots 
are in place, but the poten tial girowth of 
the field keeps about 150 co mpan ies com- 
peting for position. Last year the robot in- 
dustry registered ‘Y¥14'8.4 billion 
(US$608.2 million) in sales, a figure ex- 
pected to double by 1985. 

With Japan taking the lead in the: com- 
mercial production of robots:, another dif- 
ficulty has arisen in the context of Japan's 
economic ambitions and its desire to Coop- 
erate with United States defence policy. 
The US would like Japan to limit severely 
the export of robots to the Soviet Un ion, 
but currently there is no ment ion of robots 
in the list of restricted export goods un der 
Japanese law. The Foreign Ministry s aid 
one reason robots are not included in t he 
Foreign Exchange Law, the ordinance 
that governs exports for security reason's, 
is that a precise definition of robots hias 
not been agreed upon. 

The issue is now under negotiation wit h 
US authorities, but progress appears to biz 
slow and is partly blocked by discussion of 
terminology. The Foreign Ministry said 
restrictions on related technology such: as 
computers have been effective in curtiail- 
ing the export of sophisticated robots. E}ut 
it appears that approvals are made or) a 
case-by-case basis. 
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The China 
Official Annual 
Report 1982/83 


P 

All the information 

on China you'll ever 

need! 

Now only US$60.00 
E > 


1e 939-page China Official Annual Report is without 
doub bt the single most complete reference work ever 
roduced about China. Its contents range from the land 
people to business, economics, finance, culture, 
'ducation, politics, science and technology and countle ss 
th er subjects. 

at is it? 

Phe resul of thousands of man hours the COAR 1982 / 
83 v vas written and edited by the New China News 

pany, a group of dedicated professionals who know 
C China intimately. The result is a book of unmatched 
eadth and depth. 

| Wh o needs it? 

Completely indexed, the COAR 1982/83. like the Law 
nnual, places thousands of facts and bits of information 

at y our immediate disposal. And like its companion 

1b. blication the COAR is essential to businessmen, 

i inar ciers, students, professors and virtually anyoni2 with 
əd to know or a keen interest in China of today . 
Liberal use of charts, maps, tables and colour phot os 
ikes the COAR enjoyable as well as informative: 

ding. 

w to get it 

L rd er your copy(s) now by simply completing the: 

col ipon below and returning it together with the indicated 
p. y ment of US$60.00 (or the equivalent in local 


urrency). 
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The China Official Annual 
Report 1982/3 for which | 
enclose US$60.00 per copy. | 
For surface mail delivery 

add US$7.00, for airmail | 
delivery add US$17.50. 


* endto: Name: 
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Adobe e-barrelled o 
you cannot afford to pass . . . 





A A) O Please send ........ copy(s) of | B) |_| Please send 
| The Law Annual Report of 
China 1982/3 for which I 
enclose US$85.00 per copy. 
For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 
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Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 
China's legal system. 
Now only US$85.00 





The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single handy 
up-to-date volume. 

What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 
indicated address. 


Order both books and save Uf5$15.00. Clip and mail this coupon today! Send to: 


€ Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


eene copy(s) of | Buy both and save US$15.00 | 
[] Please send ........ set(s) of both 
| The China Official Annual | 
Report and Law Annual Report 
| of China 1982/83 for which I | 
enclose US$130.00 per set. 
| For surface mail delivery | 
add US$14.00, for airmail 
VE" s Gaia sino Hp CIS | delivery add US$35.00. 
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Eli COMPANY RESULTS 





Bell Group's jump i 


Australian magnate Robert Holmes a 
Court's Bell Group, which now controls 
the British group Associated Communi- 
cations Corp., or ACC (formerly con- 
trolled by Lord Grade), boosted its net 
profit 7695 to A$17.8 million (US$15.5 
million) in the year to June 30, from the 
previous year's A$10.1 million. Turn- 
over during the year jumped to A$505,4 
million from A$113.5 million. ACC con- 
tributed A$10.7 million tothe group profit. 
Interest charges ballooned to A$36.7 
million (previously A$7.6 million) 
though interest and dividend income 
rose to A$28.4 million (previously 
A$11.7 million). Net extraordinary pro- 
fits of A$1.14 million were brought to ac- 
count. The depreciation provision was 
boosted to A$49 million (previously 
A$2.9 million). The final operating pro- 
fit for the year was A$19.94 million, up 
from A$10 million previously. Tax 
charges totalled A$5.3 million (previ- 
ously a credit of A$265,000). A final di- 
vidend of 5 A cents a share has been re- 
commended, giving an unchanged an- 

nual payout of 10 cents a share. 
— BRIAN ROBINS 


Bangkok Insurance up 


Reflecting a steady growth in the Thai 
insurance business, Bangkok Insurance, 
a non-life firm affiliated with the 
Bangkok Bank and listed on the Thai 
stock exchange, posted a Baht 36 million 
(US$1.5 million) net profit during the 
first half of this year, up 10% from the 
earnings in the same 1982 period. Its re- 
serve fund rose 12% to Baht 153 million 
and total assets grew 6.8% to Baht 793 
million over the same period. 

— A CORRESPONDENT 


Santos surges ahead 


The major Australian Cooper Basin oil 
and gas producer, Santos, boosted its net 
profit by 95% to A$18.9 million 
(US$16.5 million) in the six months to 
June 30, compared to the A$9.7 million 
earned in the same period in 1982. Re- 
venue during the half more than doubled 
to A$60.6 million, from A$24.3 million. 
The higher profit figures follow the com- 
missioning of the Cooper Basin liquids 
scheme earlier this year. Reflecting the 
costs of this development, the group's in- 
terest bill rose to A$8.5 million, from 
only A$648,000 the year before, while 
the depreciation provision was boosted 
to A$10.5 million from A$4.5 million. 
The interim dividend has been increased 
to 6 A cents a share, from 2 cents paid 
out previously. — BRIAN ROBINS 


Allied Investors rises 


Hongkong-based Allied Investors 
Corp., a quoted subsidiary of the 
Wheelock Marden group, bucked a de- 
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cline in its wholly owned shipping sub- 
sidiaries' earnings and posted a consoli- 
dated net profit after tax and minority in- 
terests of HK$27.9 million (US$3.6 mil- 
lion) for the first half of this year, an in- 
crease of 15% on the figure in the same 
1982 period. The improved profit was 
traced to increased earnings by the 
Beauforte group, exchange gains from 
US dollar transactions and improved di- 
vidends on the group's long-term invest- 
ments. At the pre-tax level, profit was 
HK$32.3 million, up 19% from the year- 
before. 

Beauforte reported an extraordinary 
profit of HK$4.3 million from the sale of 
a ship during the period. Two more ships 
were sold after the close of the first half 
and these transactions are expected to 
give rise to extraordinary profits for the 
full year. An interim dividend of 27.5 
HK cents, the same as in the previous 
year, has been declared. 

— A CORRESPONDENT 


P & O Australia slips 


P & O Australia reported a 79% slump 
in its net profit to only A$850,000 
(US$742,400) in the six months to June 
30, compared with A$4.02 million 
earned previously. The group's cargo- 
handling operations felt the effects of the 
economic recession, which resulted in a 
substantial fall in trade volumes. Group 
revenue during the half slipped 5% to 
A$114.9 million, from A$120.9 million 
previously. Interest costs were steady at 
A$2.9 million, while interest income fell 
sharply to A$657,000, from A$1.8 mil- 
lion. The depreciation provision was 
boosted to A$4.5 million. (previously 
A$3.5 million) and the tax provision was 
A$319,000 (previously A$224,000). Net 
extraordinary losses of A$191,000 cut 
the final operating profit for the half to 
A$659,000. The interim dividend was 
halved to 4 A cents a share. 

— A CORRESPONDENT 


Jalaprathan firms 


Capitalising on the current construction 
boom in Bangkok, Jalaprathan Cement, 
smallest of the three Thai cement man- 
ufacturers, saw its net profit during the 
first half of this year doubled to Baht 68 
million (US$2.9 million) compared to 
that in the same period in 1982. Cement 
sales rose 2195 over the same period to 
Baht 636 million. Total assets declined 
marginally to Baht 1.1 billion as a result 
of management rationalisation. 

— PAISAL SRICHARATCHANYA 


Sharp cut at Kubota 


Kubota, Japan's leading manufacturer 
of cast-iron pipes and agricultural and in- 
dustrial machinery, posted a 40.6% de- 
cline in consolidated net income to * 1.8 
billion (US$7.4 million) for its financial 
year's first quarter ended on July 15. The 


company said lower net income was due 
to remodelling of products such as trac- 
tors and to an increase in sales costs 
owing to severe competition. Sales de- 
creased by 3.7% to € 111.5 billion. Ex- 
ports rose 5% but domestic sales drop- 
ped 6.195. For the full year, the com- 
pany predicts a net income of * 13.6 bil- 
lion, or about the same as in the previous 
year. — KAZUMI MIYAZAWA 


Dhana Siam improves 


Dhana Siam, a medium-sized Thai fi- 
nance company, rode on the strength of 
Thailand's current economic recovery to 
boost after-tax profit to Baht 8.8 million 
(US$383,000) in the six months to June 
30, compared with Baht 5 million earned 
in the same 1982 period. Total assets 
grew to Baht 1.7 billion, up 51% from 
the year before. Lending and borrowing 
from the public (in the form of promis- 
sory notes) grew 39% and 14.8% to Baht 
1.3 billion and Baht 968 million respec- 
tively over the same period. The com- 
pany recently released a new issue of 
400,000 shares at Baht 100 each par 
value in line with an earlier decision to 
raise the company's registered capital to 
Baht 120 million. 

— PAISAL SRICHARATCHANYA 


MIM bounces back 


Firmer commodity prices resulted in 
MIM Holdings, the major Australian 
mining and mineral-processing group, 
posting a net profit of A$39.2 million 
(US$34.7 million) for the year ended 
June 30, a strong turnaround from the 
previous year’s loss of A$4.3 million. 
Revenue rose 23% to A$761.3 million 
from A$616.6 million. Interest charges 
reached A$69.1 million (previously 
A$47.5 million), reflecting the ambiti- 
ous coal expansion programme now 
under way. The depreciation provision 
was boosted to A$54.5 million (previ- 
ously A$48.3 million) while the tax pro- 
vision was A$2.7 million. 

A final dividend of 3 A cents a share 
has been declared, giving an annual 
payout of 5 cents a share. 

— BRIAN ROBINS 


Li & Fung rebounds 


Hongkong-based trading and property 
group Li & Fung has reported a 59% in- 
crease in net profit for the first half, 
ended on June 30, to HK$6.6 million 
(US$867,280). Turnover for the period 
was HK$309.6 million, up 38%. The di- 
rectors said the improvement reflected 
the early stages of recovery from world 
recession and said that with demand in- 
creasing in Hongkong's major export 
markets the outlook for the current half 
year was favourable. The interim di- 
vidend is to be 7 HK cents a share, up 1 
cent; the final is also expected to show a 
rise. — A CORRESPONDENT 
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_ A thriller in Manila 





MOST Asian markets firmed in the period to Sept. 12, though movements were generally un- 
dramatic, in part because of the lack of much lead from overseas markets — in particular Wall 
Street. The major exception was Manila, where the commercial-industrial sector saw very 
heavy buying of selected blue chips that set the sectoral index more than 16 points — or a 
heady 14.8% — higher on the period. Hongkong extended its recent steady decline. 


HONGKONG: share prices weakened further 


though average value turnover bounced back during 
the period, which was shortened by one day (power- 
ful Typhoon Ellen battered the territory on Sept. 9). 
The Hang Seng Index, after rising 17.54 points on 
Sept. 7 to end a gradual 10-day decline, resumed its 
fall to close at 910.92, for a loss of 11.87 points from 
the previous period. Average daily turnover rose 
from the previous period's low HK$82 million 
(US$10.7 million) to HK$124.8 million. Continued 
tension over the resumption towards the end of the 
month of the Sino-British talks on the territory's poli- 
tical future combined with the weakening of the local 
currency in keeping investors' spirits low. 


weakens. Market leader BHP is now at A$12.70 
(US$11.21) after buoyant trading on the back of 
speculation about prospects for the Jabiru 1 oil strike 
in the Timor Sea, in which BHP has a 50% stake. Its 
share price is thus well above the effective bid price 
by Robert Holmes à Court's company, Wigmores, of 
A$12; it is expected he will raise the offer price. 


NEW ZEALAND: Although the momentum faltered 


a little towards the end, the rally continued for most 
of the period. Turnover was not high, as the underly- 
ing uncertainty caused by the large number of new 
floats facing the market reduced activity. The volume 
of cash being sought from the market increased again 
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during the latest period with two small industrial | “""S ma 


TOKYO: Share prices retreated fractionally after | floats being announced. This new-issue pressure will — st T sas 
setting a new record of 9,355.66 on the Nikkei-Dow | continue to dominate trading for the next couple of | 5" 333 28 

Jones Index on Sept. 7. Wall Street provided a bullish | months and will add to the potential volatility of | arc 290 1s 
y pull and buying interest spread across a wide variety | prices during a period of major offshore-oil drilling | 9"* 1273 28 
: of issues. Profit-taking again kept the market from | activity. cic T oF 

i rising extraordinarily, but certain industries such as Cariton United Brewery 308 03 
- precision instruments and electronics were promi- SINGAPORE: In sluggish trading, Fraser's Indus- | £25 as os 
s nent gainers. Sony was especially active and its share | trial Index drifted 114.84 points higher to close | csa 442 21 
E price rose strongly. The yen climbed against the US | at 5,590. The rise followed Wall Street's trend aaa MO bs 38 
J dollar towards the end of the period and this contri- | helped along by a quarter-point cut in the Oversea- | Exe seman 444 2 
? ___ buted to optimism. The index closed at 9,355.13, up | Chinese Banking Corp. (OCBC) prime rate. OCBC usos dm 404 02 
E about 100 points on the period. shares jumped 40 S cents (18.7 US cents) to S$11.30. | cinsas 2 2 
E Other gainers included Malayan Cement and Tronoh Lena sena Cop 497 18 
MANILA: The commercial-industrial index soared, | Mines as well as a few thinly traded plantation coun- | croce - " 
z rising more than 16 points to close at 127.77, on a | ters. Volume totalled only 57.6 million shares for the | NortnBokenrw 344 39 
E wave of buying in selected major counters. Total | period — the lowest in a month. Ae iip se eo u 
f. turnover for the period was P41.6 million (US$3.8 Samos 870 M 
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Miguel, which moved P16.5 million worth of A | States money supply and a firm Wall Street, but | “> Me IMS 
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shares on Sept. 12 alone, amid rumours that it was 
buying out its lone competitor, Asia Brewery. Also 
very active were Globe-Mackay, the telecommunica- 
tions firm which has just announced a bigger quar- 
terly cash dividend plus a stock dividend and Philip- 
pine Long-Distance Telephone (PLDT), the tele- 
phone monopoly, also a recent cash-dividend payer. 
San Miguel and PLDT gained a half-peso apiece on 
the period. Mines failed to sustain a good start. 


BANGKOK: The market remained depressed as 
investors stayed on the sidelines. The recent increase 
in interest rates continued to provide a disincentive 
but this was felt to be a short-term factor, while better 
blue-chip earnings for the third quarter should give 
the market a lift in the coming months. The trading 
pattern for the period was similar to that of the previ- 
ous period. Early sessions saw falling prices; a period 
of calm then prevailed before support covering sur- 
faced and the mood began to improve, with blue 
chips in the forefront. Average daily turnover was 
Baht 65.54 million (US$2.85 million). The Book 
Club Index finished 0.27 of a point lower at 127.58. 


AUSTRALIA: Insatiable demand for oil issues 


underpinned an 11.3-point rise on the Australian All- 
Ordinaries Index to 736.7 by the close of trading on 
Sept. 12. The index has risen more than 40 points 
during the past two weeks and traders are now ex- 
pecting a correction, especially if the gold price 
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turned sour in mid-period to close Fraser's Industrial 
Index on Sept. 12 with a small (32.98-point) net gain 
at 3,609.42. The rally that began on Sept. 6 — and 
featured, among other things, a strong performance 
by Sime Darby-group counters despite disappointing 
results reported recently — was nipped in the bud 
late on Sept. 7. 


TAIPEI: The market firmed up, maintaining the ad- 
vances of the previous period. Trading volume was 
again heavy. Turnover increased more than 40% to 
an average NT$1.58 billion (US$39.4 million) a day. 
Most share prices moved slightly higher, with cement 
and paper issues pacing the leaders. The weighted 
index closed at 734.93, up 3.6 points. 


SEOUL: Trading was the heaviest in four months 
and the market saw its first good rally in many weeks. 
But prices were eroded during the last four sessions 
of the period to leave the composite index up only 0.5 
of a point at 119.47. Government remarks that it 
would control property speculation and would raise 
the limit for margin trading from Won 45 billion 
(US$57.7 million) to Won 60 billion sparked the 
long-awaited rally. But brokers blamed rumours that 
the government will deepen its investigation of the 
kerb money market, a probe that began a month ago 
with an extensive crackdown on the Myongsong 
group (REVIEW, Sept. 8) for the loss of en- 
thusiasm. 
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Sanio Steamstwup 233 45 -— 
Sankyo Pharm 770 .04 218 
Sanwa Bare 500 -- 304 
Sahig Protat Homes 632 45 154 
Sharp 1420 — 377 
Shusendo 1110 18 215 
Sony 3790 125 200 
Sumitomo Bare 500 185 
Tase Cónst 220 127 
Takeda Chen. 820 13 32 1 
Toko Manne and Fre 465 02 29 0 
Tokyo Elec Power | 980 oa 117 
Toray 45 t 355 
Toto ' 478 02 209 
Toyo Kogyo 414 15 138 
Toyota Motor 1210 34 “45 
Yamaha Motor 505 - - 


NZUC Index 


Sept. 6 846 74 
Sept. 7 952 32 
Sept. 8 954 88 
Sept. 9 951.45 
Sept. 12 954.12 
Change on week *1.82*6 
Sept !2 "change ^ 
NZ$ onweek yield 
Aa Harvey ^ 80 +13 58 
Boeney 4 60 22 
Carter Molt 335 15 33 
Damion Brerwenes 164 +12 61 
F etor 1 65 +06 659 
Fletcher Cnahenge 282 0B 65 
Lion Grewenes 2.16 +09 59 
NZ Forest Products 444 +21 $4 
NZ Oi and Gas 091 96 - 
NZ South Britis 1.25 16 60 
NZ Siew 310 $58 
UEB Industnes 155 04 81 
Wartae NZR 336 - 63 
Wathe 235 68 51 
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PHILIPPINES 


Sept. 6 1,351.69 
Sept. 7 1,339.34 
Sept. 8 1,327.31 
Sept. 9 1,335 33 
Sept. 12 1.327 31 
Change on week -2.95% 
$ept. 12 «change * 
Peso onweek yield 
Acoye Mr - = — 
Anas B 32 25 o8 — 
Bagco Gola. B 0.002 = - 
Fil-Am — - 
First Hoidings 585 41 78 
Leparao-B 0115 42 — 
Marcapper 1.21 , > 
Mannduque-B — s= 
Pres 4 0.18 27 27 
PLDT 39 50 «13 124 
Phil Overseas 0.015 63 38 
Pioneer-8 - 
Podco-R 0 0013 
San Miguel & 20 00 10 1 67 
W Wnoico-R 000! 


SINGAPORE 


Fraser's Industrial Index 


Sept. 6 5,488.33 
Sept. 7 5,530.10 
Sept. 8 5,585.01 
Sept. 9 5,586.45 
Sept. 12 5,599.00 
Change on week +2.09% 
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" At Harper Gilfillan, our 

HP 3000 computers have 

helped our trading division 

increase its productivity by 
25%.” 


Harper Gilfillan has diversified widely 
since its inception in Singapore as a 
trading company in the mid 19th 
century. Today its large trading division 
handles goods for some of the world's 
leading manufacturers. Using two HP 
3000's, networked together between 
departments within the division, Harper 
Gilfillan is able to keep a tight control on 
inventory, and cut down the response 
time to customers' needs. 


Marketing Director Peter Hambly 
says: "Ihe management of inventory is 
extremely important. The HP computers 
enable us to eliminate large overstock 
positions, and to increase customer 
goodwill by avoiding out-of-stock 
situations. 


"The capacity for rapid invoicing, 
management of transactions with 
creditors and debtors, and production at 
short notice of all kinds of essential 
reports gives Harper Gilfillan a 
competitive advantage in the market." 





Proven management and 
financial strength. 


HP offers its computer partners 
the continuity of proven management. 
Qur steady growth worldwide over 
forty years reflects a sound financial 
base and commitment to the highest 
quality in our products and services. 
We have a presence in all the 
major Asian cities, and we are well 
established in Hong Kong and 
Singapore, as well as in Taiwan where 
we have recently opened our own 
14-storey building. 


You too could count on 
results. 

Hewlett-Packard makes a wide 
range of computer hardware and 
software, from portable personal 
computers to distributed systems 
networks. They deliver computing 
power to fit your changing levels of 
needs. 


You should consider 
a working partnership 
with HP. Now. 


Call or write to your local office. 






< AUSTRALIA 
Melbourne, Victoria Office 
Hewlett-Packard Australia Pty. Ltd. 
BLACKBURN, Victoria 3130. 
Tel: 89-6351 


HONG KONG 
Hewlett-Packard Hong Kong, Ltd. 
HONG KONG. Tek (5) 832 3211 


Hewlett-Packard 
partner? 


. "At Yang Ming Marine 
[i bd Transport, an HP 3000 
7 ———— computer system has 
YANG MINE significantly improved our 
day to day business 
operation." 


“When we were looking for a new 
computer supplier, we weren't just 
considering the image of the company, 
but also the sophistication of its products 
and the quality of its service. HP gave us 
all three," says H.W. Kua, president of 
Yang Ming, Taiwan's leading shipping 
company. “HP has proven to be a 
capable business partner. " 





The company's Planning Manager, 
Frank H. Lu, said: "Our HP 3000 has 
given us more efficient control of our 
containers at less cost. It has significantly 
improved sales analysis, equipment 
control, shipping documentation, 
customers' on-line enquiry, scheduling, 
business estimation, and accounting. 


"The reliability of the system and its 
ease of operation have encouraged us to 
computerise further. We have just 
bought another HP 3000 to meet the 
demand of our new European liner 
service, and we plan to complete our 
global network by satellite in July 1984” 





INDIA MALAYSIA THAILAND 

Blue Star Ltd Hewlett-Packard Sales (Malaysia) 5dn. Bhd UNIMESA Co. Ltd 
3XOMBA Y 400 025. Tel: 4226155 KUALA LUMPUR. Tel: (03) 943022 Bangchak, BANGKOK. Tel: 2340991, 2340992 
INDONESIA PHILIPPINES 

BERCA Indonesia P.1 The Online Advanced Systems Corporation 

IAKARTA. Tel: 373009 Metro MANILA. Tel: 85-35-81, 85-34-91, 85-32-21 

JAPAN SINGAPORE 

Yokogawa-Hewlett-Packard Ltd Hewlett-Packard Singapore (Pty.) Ltd 

Suginami-Ku TOKYO 168. Tel: (03) 331-6111 SINGAPORE 0511. Tel: 631788 

KOREA TAIWAN 

samsung Electronics Hewlett-Packard Far East Ltd 

SEOUL. Tel: 555-7555, 555-5447 TAIPEI Tel: (02) 712-0404 
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II LETTER FROM ZHANGIIANG 


he Chinese authorities are currently 

making strenuous efforts to upgrade 
transport from Hongkong to this remote 
town in southwestern Guangdong pro- 
vince, even to the extent of operating a 
fully fledged passenger-liner service using 
a 4,200-ton Danish-built ship. Never was 
such an effort so necessary. 

Pictured as a Chinese Hawaii by the 
English-language China Daily when the 
town was put on the open list recently for 
foreign tourists, but as a “dismal swamp” 
in an article in Newsweek, Zhangjiang is 





sea inlet, where the Nanhai West Oil 
Company (formerly SSB, or the South Sea 
Branch of the China National Offshore 
Oil Corp.) maintains its walled townlet of 
10,000 employees and families — an al- 
most middle-class enclave of four-storey 
flats, offices, workshops, clinics, stores 
and schools. 

Just beyond the main Nanhai com- 
pound lies the Fourth Living District, or 
You Heng Ling Village, probably the only 
village in China with a swimming pool, 
tennis courts and a supermarket. But the 






pany personnel 
who administer to 
the needs of the 30 
or so French 
families living in 
comfortable ennui 
within its high walls. The breadwinners in 
these families work for Total Chine, one 
of the two foreign oil companies opera- 
ting here. On the same site, the five-storey 
Nanhai Hotel houses the smaller 
Arco (Atlantic Richfield) team and 
the other French and Hongkong person- 


roughly halfway between Hongkong and 
Hanoi. Zhangjiang is in 
fact two towns, Xiashan 
and Chikan, separated 
from each other by paddy 
fields, sugar-cane planta- 
tions and brick-factories on 
the east side of a narrow 
sea inlet at the top of the 
Leizhou peninsula. 

The headquarters of 
China’s South Sea fleet is 
here. But its main interest 
at the moment is that it is 
the centre of Chinese oil- 
exploration activities in the 
South China Sea area. 
More correctly, the real 
centre of activity is Potou, 
on the Canton side of the 


only Chinese allowed in are service-com- 
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| The Nanhai Hotel: an isolated showpiece 


nel not housed in the cosy village 
semis. 

But surprisingly, for an 
area which is the potential 
host of a dozen or more 
foreign companies and a 
showpiece of a leading in- 
dustry, Zhangjiang is re- 
markably cut off from the 
rest of China and the out- 
side, especially Hongkong, 
the natural base for incom- 
ing firms. 

Telephone communica- 
tion to Hongkong is abys- 
mal, with waiting periods of 
up to six hours; and once 
connected, liners are seldom 
clear. There is no direct rail 
link with Canton, only 400- 
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The ATR-42 offers an early profit. In route 
studies made for more than 20 regional 
airlines in the U.S., the break-even point has 
ranged between 10 and 17 with an average 
of 14 — a load factor of only 30%. 

The ATR-42's low break-even point 
means that, for very little more than the cost 
of a smaller airplane (about the cost of one 
seat), you will have an airliner you can grow 
into during the months and years ahead. 

Reasons for the ATR-42's low break-even 
point include its speed of 276 kts and its low 
fuel consumption — only 1,005 pounds for 
200 nautical miles. These performance 
benefits, confirmed by extensive laboratory 
and wind-tunnel testing, are produced by 
the ATR-42's new Pratt & Whitney 120 
turboprop engines, flat-rated at 1800 SHP, 
and by an advanced airfoil and airframe 
created out of our ongoing computer 


SELL 14 SEATS. 


studies of aerodynamics, structures, and 
light, composite materials. 

Another economic benefit is the MSG3 
maintenance program. We are applying to 
the ATR-42 the same life-cycle maintenanc: 
program being utilized for the Airbus A310 
and the Boeing family of new jet transports. 

The ATR-42 is the inspired brainchild of 
Aerospatiale and Aeritalia, two 
distinguished parents who possess 
unmatched experience in every aspect of 
advanced aerospace technology, design, 
and production. No wonder the ATR-42 is 
acknowledged as the world’s most 
advanced regional airliner. 

Let us make an economic study for you 
When you see the results, we think you'll find 
that the ATR-42 is exactly what we claim it is 
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odd kms away, and trains 
must make a 13-hour de- 
tour by way of Guilin in 
neighbouring Guangxi pro- 
vince. By road the trip 
takes up to 13 hours, de- 
pending on the weather 
and the availability of a 
river ferry two hours out of 
Canton. 

Neither is there a direct 
air link with Hongkong. 
The Hongkong-based 
traveller can change flights 
in Canton to reach 
Zhangjiang in a day, but 
flights from Canton to 
Zhangjiang are frequently 
cancelled — on nine days in 
May alone, for instance — because of the 


The ferry pier: problems are not over 





taking off from Canton en route to Hong- 


weather. And the current schedulingisthe | kong. All eight passengers and crew died. 


third change in a year. There is now talk of | 


closing Zhangjiang airport for improve- 
ments to take aircraft such as the Boeing 
737, faster and bigger than the aging 
Ilyushins and Antonovs which now do the 
run, and able to run a direct service from 
Hongkong. 


costly attempt made by Total to 

bypass the scheduled service and its 
time-wasting inefficiency ended in tragedy 
when its twin-engined Beechcraft Air 
King 200, flying Chinese airline colours 
and flown by Chinese pilots, as regula- 
tions require, plunged into the ground on 
Easter Monday this year, seconds after 








Hitherto undetected downdraughts were 
blamed for the accident in the official 
Chinese report. 

And once safely in Zhangjiang, travel 
problems are not over as the airport is on 
one side of the sea inlet and Potou, where 
most oil travellers want to go, is on the 
other. The ferry service run by the trans- 
port authority of Zhangjiang prefecture 
— the administrative area of 10 million 
people of which Zhangjiang city is the 
centre — epitomises all that is wrong in 
management and motivation in China. 

Of the four available roll-on roll-off fer- 
ries, only two work at any one time, and 
very often only one, making the round trip 





in 45 minutes. When two 
operate, they do not alter- 
nate but arrive within mi- 
nutes of each other. A 
banal exchange of words 
between ferrymen and im- 
patient peasants is often 
enough to interrupt service 
altogether. Even locals 
complain about the cross- 
ing which can add three to 
four hours to the round trip 
as traffic queues stretch 
back for several ferryloads 
on either bank. 

Similar conditions apply 
within the industry itself. 
Total (which signed its oil- 
exploration contract in 
May 1980) has taken great pains to expose 
its Chinese partners to advanced technol- 
ogy and the stringent requirements of effi- 
cient operations management. 

How much the Chinese will profit from 
this, and the transfer of technology and in- 
ternational working practice to be offered 
by other oil firms, will depend largely on 
the speed with which they implement the 
directives to industry to change its ways, 
emanating from far-sighted leaders in Pe- 
king who know that the old Maoist at- 
titudes to work — the iron-ricebowl syn- 
drome and all its deep-rooted ramifica- 
tions — have to go. 

As yet, in Zhangjiang at least, they are 
still massively present at the local level. 
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Hong Kong, the Crossroads when you're in 
i , The Hongkong 
of the Orient, Hotel, vue 


— "Qt à ite the crossroads of 
has a Crossroads of its own. eoe 


t ov Oo Before you — 
Ihe Hongkong Hotel. the billion lights of 
Hong Kong Island. Beneath you — the 
legendary Star Ferry sets forth. Around you 
— the bustling shops of Harbour City and 
Tsimshatsui. 
The Hongkong Hotel is managed by The 
Peninsula Group. With a hundred year 
heritage of dedicated service to business and 
pleasure travellers in 
the Orient, we know 
how to make your trip 
live up to all your 
expectations. The Hongkong Hotel 


The Peninsula Group 
Fidfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), 
The Peninsula Group, Hong Kong Tel: 3-7225771 Tix: 34064 PENGP HX 
Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula, The Discovery 
Bay Hotel (1985) In Harbour City, Hong Kong: The Hongkong Hotel, The Marco Polo, 
The Prince Hotel (early 1984) In Singapore: The Marco Polo In The Philippines: The Manila 
Peninsula In Thailand: The Bangkok Peninsula In The People’s Republic of China: 
The Jianguo Hotel, Beijing 
I!" 222r 


WWF Kojo Tanaka; BCI 


. The 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred vears the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the ' 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economne Remete 


Advertisement prepared as a public service by Ogilvy & Mather 








The Tokyo trial 


In his article on the film Tokyo Saiban 
[REvIEW, Aug. 18], Ian Buruma mentions 
that Sir William Webb, the Australian 
president of the tribunal, had strong 
doubts about the case. Actually, Webb 
considered the mandate of the court as a 
not quite convincing legitimisation of the 
proceedings and was concerned about 
whether the trial could be based on natu- 
ral law. At his request, I wrote a disserta- 
tion on the scholastic doctrine of just war, 
war crimes and their punishment (which I 
later published in Japanese under the title 
Sensó to Seigi — War and Justice). 

The decision of the chief prosecutor not 
to indict the emperor was largely the result 
of the efforts of a German Jesuit, Bruno 
Bitter, who convinced the prosecutor that 
the emperor had personally been opposed 
to the war and tried incessantly to bring an 
end to the conflict. Unfortunately, the 
peace party made the blunder of ap- 
proaching the Soviet Embassy in Stock- 
holm to put out its peace feelers and the 
Allies failed to understand the signals in- 
dicating Japan's readiness to talk peace. 
Tokyo IWAO HOSHII 


The “Japan as victim" movement is gain- 
ing force and respectability, as Ian 
Buruma's review of Kobayashi's new film 


on the Tokyo trials makes clear. This 
movement has received an important 
boost in recent years from several Ameri- 
can writers anxious to "prove" variously 
that: 

» Japan had no choice except to attack 
Pearl Harbour in 1941. 

» Franklin D. Roosevelt knew in advance 
of the attack and took no defensive mea- 
sures so as to guarantee enormous losses, 
thus stirring up bitter hatred of Japan. 

» The United States never negotiated in 
good faith with Japan and always desired 
the war which eventually came. 

In fact, Japan was a victim, first and 
foremost, of its own brutual military 
clique. In a sense, the damage it suffered 
and also inflicted on others was the 
"crime" of which these former leaders 
were guilty. Most Japanese accepted that 
view at the time of the trials when I was liv- 
ing in Japan. I believe most still do. 

Dhaka WARREN C. ROBINSON 


No bed of roses 


The assumption made by Julio Jeldres 
[Letters, REVIEW, Aug. 25] that I blame 
Prince Norodom Sihanouk for all Cam- 
bodia's misfortunes is erroneous. It most 
certainly would be “fundamentally inde- 
cent" to ignore Sihanouk's leading role in 
recent Cambodian and Indochinese his- 


LETTERS TO THE EDITOR 


tory. At the same time it would be totally 
dishonest to pretend that life in Cambodia 
under Sihanouk was a bed of roses. 

Relative to the rest of Indochina, Cam- 
bodia was an oasis of peace during a large 
part of the long conflict against foreign ag- 
gression in that region. At the same time, 
however, the internal economic and poli- 
tical situation was less than satisfactory. 
Articles by Hon Yuon and Hu Nim (who 
were well known and respected politicians 
in Cambodia and fell victims to Pol Pot 
after 1975) in a recently published book 
present a detailed analysis of the serious 
economic situation confronting the Cam- 
bodian people under Sihanouk. While 
Sihanouk's personal popularity may have 
been high, the Sangkum group, under his 
leadership, apparently did not have con- 
trol of the economy or for that matter the 
internal political situation. 

The manner in which the current situa- 
tion in Cambodia is handled will obviously 
determine the future for the people of 
Cambodia. Bun Nara [REviEW, Aug. 25] 
attempts to rewrite history in order to jus- 
tify opposition to Heng Samrin. Many 
Cambodians actively worked to over- 
throw the Lon Nol regime in 1975. Pol Pot 
"rewarded" a large number of loyal ac- 
tivists with death sentences. Many, includ- 
ing Samrin, realised what was happening 
in so-called Democratic Kampuchea and 
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It takes something extraordinary to be known the world over. 


BankAmerica Travelers Cheques. World Money.’ 


In all the world, few things receive international recognition. 
BankAmerica Travelers Cheques do. They are carried with confidence 
by experienced travelers on six continents, and welcomed by 
merchants in 160 countries. They are available in leading world 
currencies. And they are the only travelers cheques that carry the backing 
of BankAmerica Corporation, a leader among the world's foremost 
financial institutions. BankAmerica Travelers Cheques. 

[s it any wonder they are known as World Money? 


BANKAMERICA CORPORATION Bl 








f you lose your World Money,” 
simply find yourself a Hilton. 


BankAmerica Travelers Cheques’ 
refund network features more than 
40,000 locations worldwide, including 
24-hour emergency refunds of up 
to $500 at these participating Hilton 
hotels and inns throughout the 
United States: 


X 


Westward Hilton, Anchorage AK 
Mobile Hilton, Mobile AL 
Phoenix Hilton, Phoenix AZ 
Hilton at the Park, Anaheim CA 
The Beverly Hilton, Beverly Hills CA 
Los Angeles Hilton, Los Angeles CA 
University Hilton-Los Angeles, 
Los Angeles CA 
es Ai Hilton & Towers, 
Los Angeles CA 
Hilton, Oakland CA 
Pasadena Hilton, Pasadena CA 
San Diego Hilton Beach & Tennis Resort, 
San Diego CA 
San Francisco Hilton, San Francisco CA 
San Francisco Airport Hilton, 
San Francisco CA 
Denver Hilton, Denver CO 
Capital mee gon DC 
& Towers, Washington DC 
Jacksonville 00. Jacksonville FL 
Fontainebleau Hilton, Miami Beach FL 
Tampa Hilton, Tampa FL 
Atlanta ton & Towers, Atlanta GA 
Atlanta preme Hilton, Atlanta GA 
De Soto Hilton, Savannah GA 
Hilton Hawaiian Vil , Honolulu HI 
Kona Hilton Beach & nnis Resort, 
Kailua, Kona HI 
Arli n Park Hilton, Arlington Heights IL 
The Conrad Hilton, Chicago IL 
O'Hare Hilton, Chicago IL 
Palmer House & Towers, Chicago IL 
New Orleans Airport Hilton, New Orleans LA 
New Orleans Hilton & Towers, 
New Orleans LA 
Logan Airport Hilton, Boston MA 
Northfield Hilton, Detroit (Troy) MI 
ingo Hilton, Las Vegas N 
Las Vi Hilton, Las Vegas NV 
Reno Hilton, Reno NV 
Hilton at Merrimack, Merrimack NH 
Parsippany Hilton, Parsippany-Troy Hills NJ 
Meadowlands Hilton, Secaucus NJ 
New York Hilton & Towers, New York NY 
Waldorf-Astoria & Towers, New York NY 
Rye Town Hilton, New York (Town 
of Rye) NY 
Tarrytown Hilton, Tarrytown NY 
Great Smokies Hilton Resort & Conference 
Center, Asheville NC 
‘Terrace Hilton, Cincinnati OH 
Portland Hilton, Portland OR 
Hilton Hotel of Philadelphia, Philadelphia PA 
Pitts Hilton & Towers, Pittsburgh PA 
Myrtle Hilton, Myrtle Beach S 
Airport Hilton Inn, Amarillo TX 
Dallas Hilton, Dallas TX 
Shamrock Hilton, Houston TX 
Westchase Hilton & Towers, Houston TX 
Hilton Palacio del Rio, San Antonio TX 
Waco Hilton, Waco TX 
Seattle Airport Hilton, Seattle WA 
Hilton Inn, Casper WY 


BankAmerica Travelers Cheques. 
World Money. 


BANKAMERICA CORPORATION 


BankAmerica Travelers Cheques 
and Hilton hotels and inns. 


‘Trusted by travelers 
the world over. 





organised assistance to overthrow Pol Pot. 

The facts are that Sihanouk and the 
leader of the Khmer People’s Liberation 
Front, Son Sann, continue to be as- 
sociated with the murderous Khmer 
Rouge through a coalition. This associa- 
tion surely leaves Sihanouk and Sann 
without credibility. At the same time it is 
vitally important that the Cambodian 
people are able to determine their own fu- 
ture. The presence of a foreign force obvi- 
ously remains an obstacle to this. For the 
people of Cambodia, the re-emergence of 
the Khmer Rouge is a far more frightening 
alternative. 

The climate must be set to enable last- 
ing peace and a viable and popular gov- 
ernment to be established in Cambodia. 
This cannot occur while the isolation of 
Cambodia and Vietnam by the West con- 
tinues and while support continues for the 
coalition controlled by the Khmer Rouge. 
Croydon, South Australia DARRYL BULLEN 


, . 

Miners' misery 

The hot tin hunt [REviEW, Aug. 11] gives 
a fairly accurate picture of the serious pre- 
dicament of the tin industry in Southeast 
Asia and especially in Thailand. One im- 
portant point not mentioned in the article 
concerns exploration, which is the main 
feature of the mining industry. 

To continue to exist, mining companies 
must discover new mineral reserves. But 
the high rates of royalty, business and 
other taxes, totalling more than 30%, col- 
lected on the gross proceeds of sales of tin 
in Thailand do not provide any incentive for 
exploration. Delay in the restructuring of 
the taxation of tin-mining companies in 
Thailand, which has the highest royalty 
rate in the world, will soon make it impos- 
sible for the industry to maintain produc- 
tion at current level. 


RACHAN KANJANA-VANIT 
President 
Bangkok Siam International Mining Association 


Family feelings 


You quote a passage from Indian author 
Salman Rushdie's novel Midnight's Chil- 
dren to the effect that many people claim 
that Sanjay Gandhi accused his mother, 
Indian Prime Minister Indira Gandhi, of 
being responsible, through her neglect, 
for the death of her father, Jawaharlal 
Nehru [REVIEw, Sept. 1]. 

This statement is grossly inaccurate on 
at least two counts. First, those who know 
the Nehru family will testify to the close 
and caring relationship between Mrs Gan- 
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dhi and her father. At all times, particu- 
larly during the period of his last illness, 
Mrs Gandhi was very solicitous of her 
father's needs. To claim otherwise, even 
by attribution to anonymous sources, is a 
travesty of the truth. 

Secondly those who knew Sanjay Gan- 
dhi well would realise that he, better than 
almost anyone else, would know of his 
mother's affection and caring for Nehru. 
In fact, he mentioned this personally to 
me on more than one occasion — which is 
why I write this letter. For Rushdie to re- 
peat a transparent falsehood, and thus 
give it wider circulation, is both cruel and 
wrong. Even writers of fiction do have an 
obligation to truth. 

New Delhi RALPH BUULTJENS 


Exploration explanation 


The charts on page 39 of Oil Exploration 
'83 [Focus, REVIEW, Aug. 28] were sup- 
plied by the Singapore offices of interna- 
tional energy consultants Kepplinger and 
Associates. 

Singapore JON SIKES 


e The incorrect attribution is regretted. 


Sons and lovers 


Traveller's Tales [REVIEW, Sept. 1] com- 
pounded the original error in the translit- 
eration of g& - and added one of the 
Travellers own making. The correct 
transliteration of P8 f is xizi ij 
perhaps the latter is a dialectical pronoun- 
ciation, but it is definitely not putonghua. 
And, P8 F is none other than the famous 
Pi Wi , the beautiful consort whom Gou- 
jian, King of Yue, presented to his rival 
Fuchai, King of Wu. Xizi ranks along with 
Yang Guifei, and — depending on your 
politics — Jiang Qing, as one of the great 
femmes fatale (or beautiful topplers of 
city walls, fai 5& Æ A in Chinese) of 
Chinese history. 

Although Xizi was no doubt a vessel for 
Fuchai's seed, she can hardly be termed a 
"Son of the West." Incidentally, she ap- 
pears in a historical allegory that pits a 
poorly disguised Mao Zedong against the 
rival king (Lin Biao) in an update of the 
spring and autumn drama. 





LELAND COLLINS 
Senior Researcher 
Tokyo International Energy Forum 
e 
The magazines boom 


Your correspondent seems to think the 
current circulation of our magazine India 
Today is 70,000 [REVIEW, Aug. 25]. The 
latest print run is 260,000 and the last pub- 
lished Audit Bureau of Circulations 
(ABC) check put the average for July- 
December 1982 at 192,477. Incidentally, 
Sunday, which your correspondent seems 
to feel is “the largest selling English-lan- 
guage magazine in the country” with a cir- 
culation of “more than 200,000 copies a 
week,” dropped below ours to about 
190,000 in the same ABC check. Our 
latest ABC figure for January-June 1983 is 
225,922. AROON PURIE 
New Delhi Living Media India 
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Flying's less fuss 
via Brussels 


You d be surprised how often connecting 
with Sabena's handily timed world wide 
services in Brussels can leap-frog you 
over congested airports. And get you 
where you want to be in the world with 
less fuss and maybe faster, too. 


For a major international crossroads, 


Brussels National Airport is compact and 
hassle-free with excellent facilities and 
Sabena service proves that to travel can 
still be almost as pleasant as to arrive. 


...and your travel agent or Sabena 
office has all the details about 
Sabena's worldwide network. 


Impact-FCB Belgium SMM 134 
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61-100). Meanwhile, 


12 
The Philippine opposition recov- 
ers from the shock of Benigno 
Aquino’s assassination — and 
mounts a major campaign 
against the government. 


Page 14 

Bangladesh's Lieut-Gen. H. M. 
Ershad now appears certain to 
enter politics. 


Page 15 

Thailand's military reshuffle pro- 
duces only one upset — the side- 
lining of southern commander 
Lieut-Gen. Harn Linanond. 


Regional Affairs 


Philippines: A time of reckoning 
Bangladesh: Ershad takes the 
plunge 
Thailand: Military sidestep 
Diplomacy: Keeping his own counsel — 
Ready — and waiting 
Crime: Angels of death 
Coming home to roost 
Open door to disorder? 


Foreign relations: Perched on 
a claim 
Look Right, look Left 
Fretting over Fretilin 
Harmony at all costs 
Pakistan: A question of stability 


Arts & Society 


Theatre: The run-run generation is off 
and running 


The governing boards of the World Bank and 
the International Monetary Fund are holding 
(Sep annual meetings in Washington this year 
September 27-30) against a background of 
rapidly dly escalating hianois crisis. The prospect 
debt moratorium or default is looming ever 
iie in Latin America, threatening to embroil 
some of the world's biggest banks. 
are that the IMF will have to become a much big- 
ger lender of first resort to debt-burdened coun- 
tries, yet its own resources and liquid 
under strain. And the World Bank is fa 
United States administration and congressional hostility, and with 
European parsimony, just when it needs a major boost in its re- 
sources to stave off economic decline and political turbulence in de- 
veloping countries. Business editor Anthony Rowley and REVIEW 
correspondents analyse the situation in Focus on the World Bank 
Robert Manning looks at the latest annual 
reports of the two institutions (page 117). 
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Cover: Adam Chow 


Pages 23-24 

Thai Foreign Minister Siddhi 
Savetsila — the man in the middle 
among several views on indo- 
china — outlines his approach to 
the Cambodia problem. 


Page 30 

The shadow of the Lockheed 
scandal once again hangs over 
Japanese politics. 


40 
Malaysia shows its teeth with the 
secret occupation of a tiny island 
rent claimed by Vietnam and 
na. 


A political ploy over a political play 
keeps Bhutto off the stage 


Focus 


World Bank 


Business Affairs 


Commodities: Shaping the future 
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World economy: Up North, down 
South 


Trade: Just a trim in the US 
Canada's backlash factor 
Iran's friend in need 

Takeovers: Japan looks to the 


WI MERS tpe I Fae 

Agriculture: Indonesia's food gap 
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Companies: Carrian's rot spreads — 





Page 60 

A political play about Pakistan 
embarrasses the government of 
India's West Bengal state. 










Page 106 

Malaysia expands commodities 
futures trading and hopes to have 
a bigger say in pricing. 











Pages 118-123 

The latest Washington textiles- 
import policy adjustments are un- 
likely to cause much stir — but 
Canada faces a dilemma over 
whether to cut imports from Asia. 




















Page 133 
A concessional deal with Japan 
helps Indonesia narrow its rice 
gap. 









Page 145 
As more facts are exhumed, the 
unburied corpse of Carrian be- 
gins to stink even more. 








Page 146 
A top Hongkong garment com- 
pany comes apart at the seams. 







Page 146 
The Hongkong dollar gets that 
sinking feeling. 
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~The South Korean National 
Assembly opened a regular 





Mt TERCER 


session on September 20 with 
opposition members vowing to 


. press for more powers for the 
parliamentary body. The de- 
- mands include the right of all 
— 13 standing committees to 


review the government's 


- budget. At present, the budget 


can be reviewed only by the 


- budget settlement committee. 


The opposition is also calling 
for a loosening of press laws. 
Given the majority in the as- 
sembly enjoyed by President 
Chun Doo Hwan's Democratic 
Justice Party, the opposition 


has little chance of achieving its 
- sources have hinted that the 
- ruling party may agree to relax 
— some of the assembly laws in- 


However, opposition 


cluding the time limit imposed 
on members questioning gov- 
ernment ministers. 

— SHIM JAE HOON 


Islanders vote for 


In a plebiscite in the Marshall 
Islands on whether to approve 


a so-called compact of free as- 


the United 
islanders voted 


sociation with 


States, the 


6,215-4,509 in favour of the 


quasi-independent status. The 
controversial compact includes 
a US commitment to pay 
US$180 million in damages for 
nuclear tests held on several of 
the islands. 

A US official called the 58% 
vote in favour of association a 


"great step forward in moving 


towards free association.” 
Under the terms of the com- 
pact, the Marshalls will be re- 
sponsible for domestic and 
foreign affairs, but the US will 
be in charge of defence. The 
US has a missile test range at 
Kwajalein atoll, which is being 
used to test the MX missile. 

— ROBERT MANNING 


Office of Aeroflot agent 
destroyed by fire 


Fire gutted the offices of a 


‘Kuala Lumpur travel agency 


which is an agent for the Soviet 
airline Aeroflot. Police have 
not yet disclosed the cause of 


‘the fire, which occurred on 


September 17, though it has 
been reported that agency 
managing director N. Pal re- 


10 


ceived several telephoned 
threats to blow up the building 
following the downing of the 
Korean Air Lines aircraft on 
September 1. Pal has since 
denied that he received the 
telephone calls. — K. DAS 


à 





Somare: ‘embarrassing.’ 


Somare demotes 
defence minister 

Papua New Guinea Defence 
Minister Epel Tito has been de- 
moted by Prime Minister 
Michael Somare for saying that 
neighbouring Indonesia had 
designs on his country and 
could invade within 10-20 
years. 

Announcing that Tito had 
been moved to the less prestigi- 
ous post of broadcasting and 
information minister, Somare 
said that the comment had 
been very embarrassing to his 
government. Tito, who will 
swap positions with Boyamo 
Sali, made his comments in an 
interview with Radio Austra- 
lia. — A CORRESPONDENT 


China criticises Britain 

on eve of talks 

China accused Britain of trying 
to impose "a new unequal 
treaty" with the proposal that a 
British presence should remain 
in Hongkong after the 1997 ex- 
piry of the lease on the New 
Territories. A long blast in the 
party newspaper, the People's 
Daily, heralded the opening of 
the latest round of Sino-British 
talks in Peking on September 
22 


The article repeated China's 
view that Hongkong could 
keep its economic and social 
system after 1997. But Peking 
intended to be involved ac- 
tively in the running of the ter- 
ritory, and its presence would 
not just be nominal. 

— DAVID BONA VIA 


BUSINESS 


Du takeover talk 
settee tastes 


Renewed talk of a takeover bid 
for Dunlop Holdings was 
sparked off following confir- 
mation that the British rubber 
group is negotiating the sale of 
its British and West German 
tyre-manufacturing operations 
to Japan’s Sumitomo group, 
whose 20-year technology 
agreement with Dunlop ex- 
pires next year. Dunlop said 
details would be announced on 
September 22 with the half- 
year financial results. But 
terms were widely expected to 
include Sumitomo's purchase 
of all or part of Dunlop's 40% 
stake in Sumitomo Rubber. 
Takeover rumours concern- 
ing Dunlop began when Pegi 
Malaysia built up its stake to 
26.195, but there remained a 
question mark over why the 
Malaysian-listed company 
headed by Ghafar Baba, the 
vice-president of the United 
Malays National Organisation 
should wish to acquire a com- 
pany which in 1982 made an at- 
tributable loss of £83 million 
(US$125 million) and which 
has about £400 million worth of 
debt, despite the sale ot its 51% 
interest in Dunlop Estates in 
Malaysia and half its 51% hold- 
ing in Dunlop Malaysian In- 
dustries. | —DANIEL NELSON 


Thailand mee 
new-look series 

The World Bank has approved 
its first loan — for the Tele- 
phone Organisation of Thai- 
land (TOT) — involving new 
co-financing arrangements 
with commercial banks intro- 
duced earlier this year. The 
loan is a ¥8 billion (US$34 mil- 
lion) syndication package in 
which the World Bank has a 
25% share. The rest of the loan 
is syndicated in Japan, with 
Mitsui Bank and Bangkok 
Bank of Thailand acting as lead 
managers. 

Carrying terms described as 
highly favourable, the loan is 
for 16'/2 years (including a two- 
and-a-half year drawdown 
period and a five-year grace 
period after drawdown). The 
commercial portion will be for 
12 years (after drawdown) and 
will consist of two equal 
tranches. A fixed-rate tranche 
will bear interest at 0.3 of a 
point over Japan's long-term 


prime rate, currently 8.4%, 
while a floating-rate tranche 
will carry 0.1 of a point interest 
above the same rate, reviewed 
every six months. The World 
Bank will finance the final two 
years of the loan at the same 
floating rate. 

— PAISAL SRICHARATCHANYA 
Carrian gives up Sydney 
rights-issue entitlement 
Hongkong's troubled Carrian 
Investments has quit its entitle- 
ment to rights in the Waltons 
Bond issue under way in Syd- 
ney. Carrian holds 19.995 of 
the Australian retailer's capi- 
tal. Companies associated with 
entrepreneur Alan Bond con- 
trol it. 

Carrian bought into Waltons 
Bond intending to get involved 
in a joint-venture proposal to 
redevelop the retailer's prime 
site in Sydney. Waltons Bond is 
seeking new partners for the 
redevelopment proposal in 
view of the effective collapse of 
Carrian. Carrian sold its 9.2 
million rights for only 1 A cent 
(0.8 US cent) each. The buyer 
is Larry Adlers FAI Insur- 
ances. — BRIAN ROBINS 


More fallout from 
kerb-market scandal 


Choo In Ki, president of Com- 
mercial Bank of Korea, has 
stepped down in the wake of 
another massive kerb-market 
scandal in South Korea that 
was touched off by leisure-in- 
dustry giant  Myongsong 
(REVIEW, Sept. 8). Choo took 
responsibility for the actions of 
his branch manager, Kim Tong 
Gyom, who has been jailed on 
charges that he used the bank’s 
counters to collect deposits 
worth more than Won 100 bil- 
lion (US$126.6 million), which 
he then lent to Myongsong 
chairman Kim Chol Ho — also 
in jail — at high interest rates. 
Meanwhile, two depositors 
are suing the bank, demanding 
repayment of deposits that 
were on-lent. Their move fol- 
lowed the Finance Ministry's 
decision to freeze all “suspi- 
cious” deposits pending court 
settlement of the case. 
Separately, Lee Chong Shik, 
a retired manager of the 
Choheung Bank, has been ar- 
rested for passing Won 1 bil- 
lion-worth of bad cheques by 
illegally withdrawing money 
from deposits and lending the 
money on the kerb market. 
— SHIM JAE HOON 
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" AFGHANISTAN 
© [oo The government expelled two American 
P diplomats dn 15). 


CHINA 
Ten people died and 21 were injured when 
[| aChinese Trident passenger jet and a military 
op «training aircraft collided on the runway at’ 
.: Guilin airport. China protested at Malaysia's 
-recent occupation of an island in the Spratly 


T 


Indonesia, will shortly announce 
| measures to control the money 
| supply now that direct credit ceilings 


he agre 
iven the fact that end 
NTT, despite doubling in 
f the past three years, remain 
only 2% of total yearly purchases. 
One option being considered is to 
let the pact expire while the 
holds open the possibility o. | 
if NTT agrees to buy substantia 
more American equipment. 


UNWRAPPING A PACKAGE _ 


The Indonesian central bank, Bank 








have been lifted. Part of this package 


“was implemented earlier this month 


| when banks were informed that any 


| funds placed with Bank Indonesia 


— M 


| the rate was 6%. 


| COMPASSIONATE VISA 


a nr Ve e 


|. archipelago (Sept. 14). The death toll from - 


T the Guilin crash rose to 11, Xinhua news- 


| , Agency said (Sept. 18). 
| HONGKONG 
^ «More than 2,500 people staged a rally to de- 
nounce price increases (Sept. 18). Governor 


| 
| 
| 


i 


Sir Edward Youde arrived in Peking for talks | 


on Hongkong's future (Sept. 20). 


INDIA 
A memorandum bearing the signatures of 
. 15 million people from Tamil Nadu was sent 
to the United Nations as part of demands for 
 aninquiry into the alleged genocide of Tamils 
án Sri Lanka, it was reported (Sept. 18). 


INDONESIA 

East Timor military district commander 
Col Purwanto was replaced by Col Rugito, it 
was reported. A major security operation in- 





| 
| 
| 


cluding arrests and house searches is under - 


way in East Timor to wipe out Fretilin gueril- 
las involved in a series of skirmishes, a 
‘Timorese source in Jakarta said (Sept. 20). 







in excess of their reserve 
requirement would earn interest at 
13%, a rate more closely reflecting 
inter-bank market rates. Previously, 


Following the disclosure that Peking 


granted a visa to a South Korean 


Official to enable him to attend a 
United Nations-sponsored seminar 


JAPAN | 
A mutilated body, believed to be from the 


| downed Korean Air Lines jetliner, was found | 


in waters off northern Japan, it was reported | 
(Sept. 14). 


MALAYSIA 

Malaysia  re-asserted its rights 
Terumbu Layang Layang in the Spratly ar- 
chipelago, which it recently occupied with a 
detachment of troops (Sept. 15). 


PAKISTAN 


Anti-government protesters clashed with 


police in a fresh outbreak of violence in Sindh 
province. Anti-government protesters ex- 
changed gunfire with paramilitary troops 
after demonstrators set fire to a railway sta- 
tion in Sukkur, Sindh (Sept. 17). One person 
was killed and another injured when seven 
Afghan MiG21 fighter jets flew into Pakistan 
and bombed a village near the border, Radio 
Pakistan reported. The government released 
1,000 jailed protesters to mark a Muslim festi- 
val (Sept. 18}. — 


PAPUA NEW GUINEA 
Epel Tito, the defence minister, was re- 


| moved from his post after he said that the 


country could be invaded by Indonesia (Sept. 
19). | | 


PHILIPPINES. 
The president of the opposition coalition, 
Salvador Laurel,  fesigned from pave in 
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‘Before the current delivery the- 


"The other vessel is described as 
| similar to the Chinese Shanghai. 
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The Vietnamese navy has quiet 
acquired some more ships from. 
Soviet Union. At least four miss 
carrying vessels and one fast pa 
craft have been delivered to D 


| Osa class, each equipped with t 
Styx surface-to-surface missiles. 




















Vietnamese had eight such craft 






fast patrol boat. 


protest against the government. Thousat 
students boycotted classes to protest 
murder of. Benigno Aquino and 4,0€ 
demonstrated in Manila against 
Ferdinand Marcos and United State 
for his regime (Sept. 15). Thousands o 
ers in the Makati district. demon 
against the assassination of Aquino ( 
16). Marcos’ wife Imelda vowed to quit 
tics because of rumours linking her 
assassination (Sept. 19). The opposition 
firmed that several witnesses claim a. 
uniform shot Aquino (Sept. 20). 


SOUTH KOREA 

Soviet ships appeared to have loca 
wreckage of the Korean Air Lines Boe 
in waters off southwestern Sakhalin, 
Japan Broadcasting Corp. said (Sept. ; 


Narita airport soon after being attackec 

Soviet fighters that rapid decompression w: 
occuring in the aircraft, new analysis of: 
transmission tapes shows (Sept. 16). . 


SRI LANKA sg 
A three-hour curfew in major b 
centres and press censorship imposed beca: 


of ethnic violence in July were lifted (Sep 
16). D 


THAILAND 

Army commander Gen. Arthit Kamlang e 
was named supreme commander in 
nual military reshuffle Sept : 
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As the opposition recovers from its shock, ntis mount in Manila 


Manila: When the 5-6,000 people who 
turned out on August 21 to welcome home 
former senator Benigno Aquino were told 
that the opposition leader had been gun- 
ned down on the tarmac of Manila’s inter- 
national airport just seconds after he left 
his aircraft, most simply shook their heads 
and walked away stunned. But in the 
month that has followed, the shock over 
Aquino's murder and the growing suspi- 
cion that elements within the government 
or the military may have carried out the 
assassination have been transformed into 
the greatest challenge to President Fer- 
dinand Marcos since he declared martial 
law on September 21, 1972. 

Marcos may be forced into either relax- 
ing his grip on power to ease growing 
pressure for political change or cracking 
down hard on the opposition, which is 
drawing increased support from a public 
outraged by Aquino's death. 

On September 20, the day before the 
11th anniversary of Marcos’ martial-law 
proclamation, Mayor Nemesio Yabut of 
Makati was to lead 100,000 government 
Supporters down Ayala Avenue, the 
centre of Manila’s business district. Metro- 
Manila Vice-Governor Ismael Mathay or- 
dered all government employees — many 
complaining — to participate, and some 
business leaders were pressured into add- 
ing their employees to the march. 

Thirty minutes after the rally started, 
however, the largely conservative busi- 
ness district let its true feelings be known. 
Thousands of workers poured into the 
streets chanting anti-Marcos slogans and 
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singing patriotic nationalist songs. Yabut 
was driven from the speakers’ platform 
after a water balloon hit the stage, and 
eventually the platform — erected at a 
main intersection — was turned into a 
bonfire, with demonstrators fuelling the 
flames with pro-government placards. 
And from the district’s office buildings 
confetti, torn from telephone books and 
toilet-paper rolls, rained down in support 
of the anti-government demonstrators. 
The government's rally had been turned 
on itself, but more or less peacefully. 

A demonstration was also held on Sep- 
tember 21, the 1 1th anniversary of martial 
law and a month to the day after Aquino's 
killing. Tens of thousands of people par- 
ticipated in the rally. If the tide of public 
discontent with Marcos' leadership con- 
tinues, major political concessions, a 
cabinet reshuffle, a realignment within the 
military — if it is proved that it was re- 
sponsible for Aquino's death — may all 
become possible. Marcos' resignation or a 
military takeover remain unlikely but still 
cannot be ruled out entirely. 

As the assassination. was a catalyst for 
pent-up public discontent, it showed too 
that Marcos' control over events has 
weakened and that within the government 
itself the situation has remained unpre- 
dictable and fluid. As. illustrated by the 
events of the week leading up to the an- 
niversary of martial law — ironically call- 
ed Thanksgiving Day by the government 
— the opposition is being allowed for the 
first time in 11 years to shape events. 

The moderate opposition, led by the 
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_ By Guy Sacerdoti 


United Nationalist Democratic Organisa- 
tion (Unido), began to act after a two- 
week hiatus following Aquino's assassina- 
tion. On September 15, Unido president 
Salvador Laurel attempted to give a 
speech at the Batasang Pambansa, or Na- 
tional Assembly. Although his speech was 
interrupted by a power failure, he got his 
message across. Laurel said he was resign- 
ing from the assembly because the parlia- 
ment had failed to achieve its stated objec- 
tives, including the orderly transition from 
martial law to a parliamentary system, the 
reorganisation of government and the 
eradication of graft and corruption. 


he following day, the first Makati rally 
was held. Surprising political observers 
with its ability to elicit mass support, 
Unido went to the business district, and 
with the support of some business scions 
brought 15,000 people into the streets. 
Yellow confetti, computer tape and shred- 
ded yellow pages from telephone books 
were a foot deep in some places, as moder- 
ate opposition leaders called for Marcos' 
resignation. Aquino's younger brother 
Agapito spoke from a monument behind 
the Makati Stock Exchange, with 
thousands sitting on the grass before him. 
Other Unido-related groups calling 
themselves *Friends of Ninoy Aquino" 
and the “Association of Businessmen for 
Aquino" called for participation in the 
rally and urged people “not to buy any- 
thing or patronise the many large com- 
panies owned by the Marcos-Romualdez 
family and their greedy cronies." Certain 
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i: Marcos vows um resign; "Laurel i is chaired through Makati: a 3 stigma of instability. 


banks, hotels, restaurants, department 
stores, newspapers and consumer pro- 
ducts were listed as generating profits for 
Marcos’ friends and as companies partly 
owned by the family of Marcos’ wife, Im- 
elda. 

A newspaper boycott of the three main 
dailies — the Daily Express, controlled 
by Marcos’ friends; the Times-Journal, 
controlled by Mrs Marcos’ family, and the 
Bulletin Today, controlled by groups as- 
sociated with the military — is gaining 
ground with the support of the moderate 
opposition. These papers are being re- 
placed by a plethora of new — and rather 
sensationalised — tabloids, publishing 
each new rumour about the Aquino assas- 
sination or reprinting foreign press reports 
conspicuously absent from the three large 
dailies. Many young newspaper vendors 
are no longer carrying the main dailies, 
and advertising in the three is down. 

The Roman Catholic Church continued 
its call for reconciliation and an honest in- 
vestigation into the Aquino murder 
(REVIEW, Sept. 22). In a pastoral letter, 
on September 15, Archbishop of Manila 
Cardinal Jaime Sin said: "We live in trou- 
bled times, times of uncertainty when 
people are asking a lot of questions, but so 
far getting no satisfactory answers." In 
what observers said was the strongest call 
for action in decades, Sin asked that be- 
ginning on September 19, a five-minute 
prayer be said each day at noon, calling for 
peace and justice and to "enlighten the 
minds, open the hearts and strengthen the 
will of the members of the fact-finding 
commission" looking into  Aquino's 
death. Church bells throughout Manila 
were to ring 21 times at the beginning and 
end of each noon prayer, signifying the 
date martial law was declared and the date 
of the airport murder. So far, the bells 
have rung on schedule. 

The fact-finding commission remains 
suspended temporarily while it waits for 
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the Supreme Court to rule on three peti- 
tions against it and its chairman, Supreme 
Court Chief Justice Enrique Fernando. 
Opposition lawyers have charged that 
Fernando's post on the commission vio- 
lates a separation-of-powers provision in 
the country's constitution, which states 
that the executive, legislative and judicial 
branches of government must remain in- 
dependent of one another. Also, the law- 
yers complain that by stating that the gov- 
ernment and the military could not have 
been involved in Aquino's slaying, Mar- 
cos has prejudiced the commission. 


n an answer to the petitions on Sep- 

tember 19, Solicitor-General Estelito 
Mendoza said the principle of separation 
of powers had not been violated and that 
Marcos' comments were based on the li- 
mited evidence then available. The com- 
mission was designed to be impartial and 
to investigate the assassination quickly 
and thoroughly, he said. In an interview 
with foreign newsmen, Mrs Marcos said 
that because there was no precedent for a 
post-assassination commission in the 
Philippines, “we had to ape the Warren 
Commission [which investigated the as- 
sassination of United States president 
John Kennedy] which was headed by the 
chief justice of the [US] Supreme Court." 
Marcos himself said the commission mem- 
bership might be expanded, possibly to in- 
clude members acceptable to the Aquino 
family, but a proposal for a new commis- 
sion with a minority membership chosen 
by the Aquinos was dismissed outright by 
Mrs Marcos. 

Despite the hope placed on the commis- 
sion, new facts about the assassination 
continue to be publicised, suggesting 
some military involvement or complicity. 
The American magazine Newsweek 
quoted Malacanang Palace officials as say- 
ing that the military was involved and that 
the alleged assassin, Rolando Galman, 


had worked for an air force colonel at- 
tached to the headquarters of armed 
forces chief of staff Gen. Fabian Ver, 
whose office admits to the colonel's exis- 
tence and says he is currently on the island 
of Palawan. Ver has set up his own investi- 
gation into the shooting. 

The reaction from the Marcos family to 
all the pressure has been sharp. Mrs Mar- 
cos said she will not run for an assembly 
seat in the parliamentary elections sche- 
duled for May next year and that her deci- 
sion is "definite and irrevocable." She 
explained she did not want to be viewed as 
“a suspect and a threat” and reiterated her 
oft-repeated assertion that she does not 
want eventually to replace her husband as 
president. 

She said, however, that she had not 
thought yet of whether she would resign 
from her jobs as governor of Metro-Man- 
ila and minister of human settlements or 
as a member of the constitutionally pow- 
erful executive committee, though she did 
say she hoped she would not be reap- 
pointed in the new cabinet following the 
assembly elections. 

Marcos himself stated to foreign jour- 
nalists that he would not resign. He said it 
would take much more than speeches, vio- 
lence and threats before he gave in to the 
opposition and that his electoral mandate 
was clear. Marcos was re-elected presi- 
dent in 1981 in an election the opposition 
boycotted. As Mrs Marcos said: "He 
[Marcos] was placed there by the people 
and the people will bring him down." 

But for the Philippines, in what the gov- 
ernment acknowledges as "these tense 
times," the country must battle what Mrs 
Marcos calls the “stigma” brought to the 
nation by the assassination. To gain an 
image of political stability, Marcos will 
have to make some big changes and possi- 
bly compromises to revive local confidence 
in his leadership. Otherwise the stigma of 
instability will remain. fi 
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Ershad takes the plunge 


The martial-law administrator is nearly certain to seek 
election as president prior to parliamentary polls in 1985 


By S. Kamaluddin 

Dhaka: Bangladesh's military leader, 
Lieut-Gen. H. M. Ershad, is almost cer- 
tain to contest a presidential election 
likely to be held sometime between mid- 
April and early May next year. He has also 
evolved a formula designed to enable the 
army to play a role in the government 
without offending civilians and politi- 
cians. 

The presidential election will follow a 
series of local elections scheduled be- 
tween December 27 and March 24 next 

ear, but is likely to precede the par- 
Bibentary elections now scheduled for 
March 1985. If the presidential election is 
held by next May, the general election for 


| gent will probably be advanced to 


cember 1984 at the latest. After the 


election of the president, martial law may 


be lifted to create a freer atmosphere in 
the country in anticipation of parliamen- 
tary elections. 

Ershad, who is committed not to enter 

litics in military uniform, will give up his 
job as army chief of staff before filing his 
nomination for the presidential election 
but will continue as chief martial-law ad- 
ministrator. Ershad's tenure as chief of 
staff, which has already been extended for 
two years, is scheduled to end in 
November next year. 

Ershad has already announced that the 
suspended constitution — which em- 
bodies a presidential structure tailor- 
made for a strongman ruler — will be re- 
stored before a general election is held. 
But he has said nothing about the presi- 
dential election. 

Ershad's election would serve two im- 
portant purposes. It would meet one of 
the major demands of the politicians to 
form a democratically elected govern- 
ment. In addition, it would ensure that the 
basic reforms that his military regime has 
undertaken — both in the administrative 
and economic fields — would be carried 
out. 

Chief among these reforms is Ershad's 
programme to decentralise the adminis- 
trative machinery by making the nation's 
493 thanas, or police stations, into upa-zil- 
las (sub-district councils) that will act as 
local centres of government activity. The 


upa-zillas, each with an average popula- 


tion of some 200,000, are to look after 
their own developmental programmes. 
Ershad's economic policies have been em- 
bodied in an 18-point programme an- 
nounced in March, calling for agricultural 
self-sufficiency and full employment. 
Despite the July announcement of the 
election schedule, politicians refused to 
attach any importance to local elections 
and demanded that parliamentary elec- 
tions precede any others. Since Ershad is 
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committed through his reforms to the de- 
volution of administrative powers, he has 
attracted considerable popular support. 

Ershad's innumerable visits to the rural 
areas have also increased his personal 
popularity. At the same time, the opposi- 
tion of political leaders to the local elec- 
tions is gradually costing them valuable 
support on the ground. 

The current political wind thus appears 
favourable to Ershad and may remain so 
for some time. The nation's harvest has 
been reasonably good. The provision of 
substantial funds to complete infrastruc- 
tural facilities for the upa-zillas, coupled 
with the government's food-for-work 
programme, has generated increased 
economic activity in the rural areas. The 
handing over of a number of public-sector 


Ershad on rural tour: increasing personal popularity. 


industrial units to private control and ef- 
forts to make them more accountable 
have increased industrial productivity. 


ES is also gaining unexpected inter- 
national support. He has been invited 
by United States President Ronald Reagan 
to pay an official visit to Washington in 
late October, which has already boosted 
his ratings. Britain's Queen Elizabeth and 
the prime ministers of Canada and Swe- 
den will visit Bangladesh in the next two 
months, and the foreign ministers' confer- 
ence of the Organisation of Islamic Coun- 
tries is scheduled to meet here in early De- 
cember. 

All this has apparently convinced Er- 
shad that the time is ripe for him to take 
the political plunge and establish his legiti- 
macy by standing for election as president 
in a nationwide poll. However, prolonga- 
tion of martial law has its own pitfalls and 
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unless it is Boccatinded iter p Mm 
period of time, it may divide the nation 
and push it into confrontation, as is now 
happening in Pakistan. Ershad, who has 
shown relative moderation from the start, 
appears to be wary of this. 

Among Ershad's chief concerns has 
been to ensure a role for the army in run- 
ning the affairs of the state. Indeed, he has 
discussed this continually since the assassi- 
nation of Ziaur Rahman in mid-1981. He 
has now evolved a formula to ensure such 
a role while not annoying, it is hoped, the 
bureaucrats and the politicians. 

According to his formula, the National 
Defence Council (NDC), which was con- 
stituted by Zia but was inoperative, will 
now be reactivated. Headed by the presi- 
dent, it will consist of the military chiefs of 
staff and the ministers of defence, home 
affairs and finance. The prime minister 
will also be a member as the leader of the 
house. The government will therefore be 
required to implement any decision taken 
by the NDC. 

In addition, the five garrison com- 
manders based at Dhaka, Chittagong, 
Comilla, Jessore and Bogra, who act as 
zonal martial-law administrators and 
head the nation's five development 





boards, will continue to hold these posi- 
tions. The other officials of these boards 
are civilian bureaucrats. This will ensure 
the army's active participation in the na- 
tion's developmental activities. 

Whether Bangladesh should adopt a 
presidential form of government, which 
the suspended constitution supports, or a 
Westminster-style parliamentary system, 
as many politicians are demanding, would 
be left to the new parliament to decide. 
However, Ershad is committed to give 
more power to parliament (REVIEW, 
Sept. 1). It now appears that he will, as an 
informed source puts it, “inspire the parli- 
ament to bring necessary amendments to 
make it more powerful and responsible." 
It also appears that if Ershad gets enough 
supporters elected to the new parliament, 
the presidential form of government will 
remain. 

Some senior army officers are known to 
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This opposition is popular, but extends to 
a faction of the army itself. In the end, 
however, whatever happens in this coun- 
try and whoever comes to power, the mili- 
tary will remain a powerful. factor. 











I^. any case, the opposit 
plagued with internal quarrels and per- 
sonality clashes and appear totally incapa- 
ble of challenging the government. The 
Bangladesh Nationalist Party (BNP), 
formed by Zia, has already suffered a 
split. The Awami League is expected to 
formalise its own divisions in early Oc- 
tober. : 

. Begum Khaleda Zia, widow of the late 
president and senior vice-president of the 
BNP, and Sheikh Hasina Wajed, daugh- 
ter of the late Sheikh Mujibur Rahman 


and president of the.Hasina faction of the | 


Awami League, are now trying to salvage 
the country's two largest political parties. 


The reflected glory enjoyed by these two | 


leaders has helped the parties retain the 
support of the majority of their members. 


Other political parties and groups, num- | | 
_ bering more than 70, hardly matter in the 
 . national context. 2 





_ Two alliances are now cooperating with 
one another to launch a Movement for the 
Restoration of Democracy (MRD). One 
isa 15-party alliance led by Hasina. The 
other is a seven-party group led by the 
BNP faction under deposed national pre- 
sident (and still. BNP president) Abdus 
Sattar. The two groups are expected to 
fire their first salvo on September 30 by or- 
ganising separate rallies in Dhaka and 
elsewhere. 

The success of the MRD will depend on 
two main factors: first is the extent to 
-which the major parties, which are pre- 
occupied with their internal problems, are 
able to advance a credible political alter- 
native; second is how the government will 
react to their programme. 

Ershad’s economic programme is 
meanwhile being projected as his political 
manifesto through newly formed im- 
plementation committees all over the 
country. It is now gradually taking the 
shape of a movement to provide him with 
a forumi in me absence ofa meaningful f 
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Lieut-Gen. Harn Linanond i 
after opposing army-backe 


By John McBeth 


Bangkok: With two years still to serve be: | 


fore retirement, Thailand's 58-year-old 
army commander-in-chief, Gen. Arthit 
Kamlang-ek, is now master of all he sur- 
veys. The annual military reshuffle an- 
nounced on September 14 confirmed his 


| expected appointment as concurrent su- - 


preme commander and, while stopping 


| short of any sweeping changes in impor- 
. tant combat commands, brought about a 


consolidation in the positions of a core of 
senior officers who entered the power 


equation with him following the abortive - 


1981 "Young Turks" coup. 
The only real note of controversy in a 
list that otherwise appears to have won a 


broad cross-section of approval was the - 
transfer of southern-based 4th Army Re- 
Harn | 


gion commander  Lieut-Gen. arr 
Linanond to act out his final year as chief 


of staff officers in the Supreme Command | 
— à post which Thai newspaper column- | 
ists promptly dubbed a general's burial 


plot. 
Despite his much touted successes in 


the unruly southern provinces and the fact 
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"United States and Britain nine days before 
the reshuffle announcement, apparently 
worked behind the scenes to persuade him 
to accept the post and avoid potential em- 
— barrassment. 

— The army boss let it be known that he 
. lunched with Harn on September 13, and, 
- in what analysts took as a sign of a possible 
. deal between the two, Arthit said he 
- would be giving Harn important assign- 
$ ments to handle. Harn added strength to 
. that view by saying he did not feel he was 
Eo des an inactive position — even if the 
- Job description in the past, according to 

siders, has been more tailored to the 
3 abilities of a colonel than a four-star gen- 


- Whatever the next 12 months bring, it 
| His ciear from his high profile and the broad 
X range of interest groups he has addressed 
that Harn is likely to enter politics when 
he retires, probably with the Democrat 
Party, which is strong in the south 
and with which he has parliamentary con- 
tacts. Under this scenario he may conceiv- 
- ably lock horns with Arthit again when 
- Prem eventually decides to step down, 
_ though many responsible observers feel 
_ his chances of a place in the sun have been 
. overblown — perhaps by his own promo- 
_ tional machinery — and that he is much 
_ more of a potential nuisance than a poten- 
tial rival. 
3 -Arthit has persistently denied having 
ambitions for the premiership. Whether 
| he does have such ambitions or not may 
[coun for little, given the way force of cir- 
cumstances and pressure from those 
around him could play a decisive role in 
- -any decision to enter politics. The big dif- 
-. ference from the past, however, is that be- 
] cause of their twin mantles of legitimacy, 
- Arthit and Prem are most unlikely to be 
E in open conflict, and when the incum- 
Eo does call it quits, it will be a 
Si dignified exit 
— What Arthit will do with the Supreme 
. Command is still uncertain. He has al- 
ady scrapped predecessor Gen. Saiyud 
e K erdphol's innovation of appointing the 
service chiefs as deputy supreme 
- commanders, but this does not mean he 
has no new ideas to give the Supreme 
Command a more meaningful role, as 
- Saiyud set out to do. 


three 


7 
d Av the top five army posts, only the 
— BPA chief of staff has changed, with 57-year- 
— old Gen. Banchob Bunnag coming in to 
replace Gen. Pramoj Thavornchand, who 
has been moved to an equivalent post at 
the Supreme Command for his final year. 
One step below, leading army strategist 
jeut-Gen. Chaovalit Yongchaiyut, 51, 
. continues his climb from assistant chief of 
ag staff (operations) to deputy chief of staff. 
— He is replaced in his old position by Ist 
Army 5 a chief of staff Maj.-Gen. 
l Wanchai Ruangtrakul, like Chaovalit a 
Class 1 graduate of the Chulachomkhlao 
= Military Academy (older officers identify 
| with their Army Preparatory School class, 


"oss 





7, 4. > 


MS ' x, AU 


ard pd ihe Sup Cc T TT nd pns ti widely | 
considered to be. ‘But Arthit, who re- 
_turnec in virga secrecy from s Hint t th 


goes dose dise i command- 
er Maj.-Gen. Pichit Kullavanich, 
eventual path to the army's top post now 
obstructed — was concurrently appointed 
deputy Ist Army Region commander 
under Lieut-Gen. Pat Urailert, who is due 
to retire next year. Earlier speculation 
centred on Pichit taking command of 
a newly formed Special Forces headquar- 
ters or going back to his old stamping 
ground in the 3rd Army Region. But it 
now seems clear that he will be taking the 
traditional route to the top through the Ist 
Army Region, following such past sup- 
remos as field-marshals Sarit Thanarat, 
Thanom  Kittikachom and  Prapas 
Charusathien, and Gen. Kris Sivara. 

Chaovalit, Wanchai and Pichit were all 
vocal supporters of the ill-fated constitu- 
tional amendments which, among other 
things, would have allowed serving mili- 
tary and civilian officials to hold cabinet 
posts. Many observers feel that the 
amendments, which were defeated earlier 





this year, will ultimately be re-introduced, 
apparently on the grounds that Arthit 
wants the defence portfolio and perhaps 
even the premiership before his term as 
army commander runs out. 

Two of Arthit's classmates at the Army 
Preparatory School are to get regional 


commands. Deputy 4th Army Region 
commander Maj.-Gen. Wanchai Chit- 
chamnong, a former military attaché in 
Washington and Moscow, succeeds Harn 
in Nakhon Si Thammarat, and Maj.-Gen. 
Thiab Kromsuriyasak rises a slot to take 
over from retiring 3rd Army Region com- 
mander, Lieut-Gen. Prom Piewnuan in 
northern Phitsanuloke. 

Significantly, two of  Chaovalit's 
classmates have been elevated to deputy 
commanders of the 3rd and 4th army re- 
gions: 5th Division chief Maj.-Gen. Panya 
Singsakda, 53, taking Wanchai's old job 
and Ist Cavalry Division commander 
Maj.-Gen. Chaichana Tharichat, 52, re- 
placing Thiab as 3rd Army Region de- 
puty. Fully 16 of the 23 Class 1 graduates 


still on active duty have now reached gen- 
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this timeless touch 

of Ming. 

An ambience you'll 
only find at Ming Court 
Hotels. In Singapore, 
Penang, Port Dickson 
and soon, Kuala Lumpur 
Each a modern, inter- 
national class hotel. 
Warm, friendly and 
gracious. This touch of 
Ming. You'll like us. 


Ming Court Hotels International 


Kuala Lumpur Singapore - Port Dickson Penang 
A member of The MUI Group 


Group Sales & Reservations: Kuala Lumpur 03-482691. Telex 32621 MINGKL 
Singapore 02-7371133. Telex RS 21488 MINGTEL. 
Hotel Representatives: Robert P Leroy & Associates. Chicago. Telephone: (312) 751 — 2525. Telex 190734 
Noah's Ark International Inc. Tokyo. Telephone 03-508-9250. Telex 2227091 
Or call your travel agent. 








Common purpose and teamwork: 
how they work for you. 


Recently, Marriott Corporation 
asked Bankers Trust to provide the funds 
for a new concept in hotel financing. 
Our combined efforts resulted in a 
$456-million syndicated financing for a 
new entity, the Potomac Hotel 
Limited Partnership. This transaction, 
in which Bankers Trust acted as agent 
and one of four syndicating banks, was 
one of the largest real estate transac- 
tions ever completed by a group of 
commercial banks. It was done in con- 
junction with the first ever $18-million 
public equity offering of its type. 
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The result is that Marriott has a new 
and effective way to finance its hotel 
properties. 

In our 12-year relationship with Mar- 
riott, this is just one example of how we 
have worked together developing inno- 
vative financing solutions. Marriott 
has worked with a broad range of profes- 
sionals at Bankers Trust, including 
foreign exchange experts, domestic 
loan syndication specialists, our U.S. 
and U.K. leasing groups, and our real 
estate group. 

It is this kind of skill, creativity and 





performance into which our philosophy 
translates. Performance which makes 
Bankers Trust stand out in our industry. 
And the kind of performance which 
helps make our clients first in theirs. 


Bankers Irust 


Company 
Worldwide 


An international banking network in 
Over 35 countries. 


280 Park Avenue, New York, N.Y. 10017 
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"Every man has his price.” 
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H ngkong 





The Westin Chosun 
Soo "m 


For reservations, please call your travel agent or telex the Westin Hotels in Hong Kong — 36718 SHALA HX, 
Manila — 40443 FILPLAZA. Seoul — K24256. Sineanore — RS21-505 and Tokvo — 232-4028. 


rican Express Card. 
Don't leave home without it. 
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DIPLOMACY 


Keeping his own counsel 


Foreign Minister Siddhi maintains his hold on Thai policy 
but must contend with differing views among politicians 


By John McBeth 

Bangkok: Past Thai foreign ministers 
have had their domains pretty much to 
themselves. But Siddhi Savetsila, a retired 
air chief marshal now in his fourth vear as 
foreign minister, finds himself with two 
coalition government party bosses looking 
over his shoulder and not always appear- 
ing to agree with the way he and other offi- 
cials are going about things. 

Kriangsak Chomanan, a former prime 
minister and now leader of the Nztional 
Democracy Party, and his Democrat 
Party counterpart, Deputy Premier Pichai 
Rattakul, are both keenly interested in 
foreign affairs. Pichai, indeed, is a former 
foreign minister. More significantly, the 
two are advocates of a freer dialogue with 
Hanoi, while holding to the basic Thai de- 
mand for a Vietnamese withdrawal from 
Cambodia. 

This different slant on diplomatic tactics 
has not gone unnoticed in Hanoi. When 
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Kriangsak: advocating dialogue. 


Vietnamese Foreign Minister Nguyen Co 
Thach was planning his visit to Bangkok in 
early June, he asked for separate meetings 
with Kriangsak and Pichai in addition to 
his scheduled sessions with Siddhi. 
Kriangsak, who does not have a post in 
the cabinet of Prime Minister Prem 
Tinsulanond, sought the advice of the 
Foreign Ministry and as a result told 
Thach he would be unavailable. To avoid 
further embarrassment, he left the capital 
for the duration of Thach’s stay. 

Siddhi maintained in an interview that 
Kriangsak made his own decision in de- 
clining the Thach meeting, but as one poli- 
tical insider recalled: “Kriangsak said that 
if he received Thach, it would make the 
Foreign Ministry unhappy. He was trying 
to avoid any conflict, and I think it was a 
gentleman’s way of doing it.” Pichai had 
no such qualms about seeing the visitor. 
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As the same source wryly explained: “He 
is what you would call more enthusiastic.” 

Siddhi, an elected MP from the Social 
Action Party, indicates that there is now a 
better understanding among the three. “It 
is a matter of a lack of communications 
[and] a complete briefing on our part," he 
explained. “I won't blame Kriangsak or 
Pichai. I have told them, ‘Look what I've 
done, what more can I do?’ The press may 
create some problems for me, but being in 
the same government, we should talk in 
our own forum." 

Hanoi-based diplomats say the Viet- 
namese view Kriangsak and Pichai as 
being in a different camp from Siddhi, and 
probably feel the opportunity has pre- 
sented itself to drive a wedge into Thai 
foreign policy in much the same way as 
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they have sought to exploit tactical differ- 
ences among Asean members. “They talk 
about this: a fair bit," one diplomat said. 
“They see Kriangsak’s views as being 
more attractive and more broad-minded 
on Cambodia, but just how much stock 
they place in this, I don't know.” 


ichai has made it clear that his party's 

basic foreign prospectus is in total 
agreement with that of the Foreign Minis- 
try, but he says the question lies in the 
means being used to break the four-year 
deadlock. In a statement in May, during 
which he urged the government to stimu- 
late commercial ties with Vietnam, the 
Democrat leader suggested a trade-be- 
fore-politics policy as a path leading to a 


political settlement of the Cambodia 
problem within the framework of the 
United Nations resolutions. 

More recently, he joined Kriangsak and 
the secretary of the parliamentary foreign 
affairs committee, Paitoon Kruagaew na 
Lumpoon, in calling for the opening of 
more checkpoints across the Mekong bor- 
der with Laos and a loosening of restric- 
tions on the amount and type of goods 
Thai traders are permitted to sell to the 
landlocked communist state (REVIEW, 
Sept. 8). 

Pichai, Kriangsak and Paitoon — the 
latter a member of the opposition Chart 
Thai Party — have all figured in past con- 
tacts with Indochina. When he made his 
successful January 1979 visit to Vientiane 
as prime minister, Kriangsak was breath- 
ing life back into a policy of accommoda- 
tion, adopted by Seni Pramoj's Democrat 
administration, which was destroyed with 
the coup of October 1976 and the 
emergence of hardline rightist leader 
Tanin Kraivixien. 

As chairman of the house foreign affairs 
committee, Paitoon had opened the way 
for improved relations in early 1976 by 
leading a Thai delegation on an unofficial 
and uninvited visit to Laos. Despite ac- 
cusations that he and his advisers were 
playing into the hands of the communists, 
Pichai followed up three months later by 
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going to Laos himself to negotiate the 
opening of eight border crossings, most of 
them closed the year before as the Pathet 
Lao consolidated their grip on the coun- 
try. 

Kriangsak, who engineered Tanin's 
downfall in October 1977, did much to 
bring relations with Laos back into ba- 
lance. When he fell in the early months of 
1980, frost began to settle once again on 
the Mekong with a series of cross-border 
shooting incidents which led to the Thais 
closing all but three checkpoints and 
drawing up a list of 273 so-called strategic 
items banned for export to neighbouring 
communist states. 

Expanded trade with Vietnam does not 
find favour either with the Foreign Minis- 
try or with the secretary-general of 
the National Security Council, Sqdn-Ldr 
Prasong Soonsiri. But while Siddhi indi- 


as 















eteni b scili of 
its ethnic ties with Thailand, he also points 
out that it is not his decision alone. “No 
matter what, with the situation right now, 
we should open the door to Laos, [which] 
is more akin to us than the Vietnamese,” 
- he said. “But this has to be considered by 
AU OA TRAN authorities in the security 
— field, not by myself alone.” 

Prasong and other conservative ele- 
ments are generally opposed to the open- 
ing of more crossing points. They say the 

volume of trade does not justify it and ex- 
— — press the belief that any concessions made 
— fọ Vientiane will inevitably benefit Viet- 
M a nam. 
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kl aitoon contends Thai foreign policy is 
EC based on "fear, ignorance and false as- 
— sumptions,” and adds: “I think in this day 
— — and age you don't have to be afraid of the 
— — communists if you have faith in yourself 
— andin the strength of your institutions.” 
— While he believes the situation today is 
— — mot as bad as in 1976, he maintains that if 
E the current policy is adhered to it will be 
~ A detrimental to national security and the 


economy. “We are the front-line coun- 
—— uy." he said, “and we are the only country 
that will suffer. 
——— — Just how many people share that view is 
— — uncertain, but there are indications that 


E some military figures stress a more neutral 
—— — erindependent policy tailored to preserve 
Thailand's specific interests. "Foreign po- 
licy is the collective responsibility of the 
entire cabinet and the coalition parties, 
but in many ways they have not always 
been consulted," Paitoon said." Most of us 
- — — [on the foreign affairs committee] agree in 

n principle there should be more flexibil- 


- . Siddhi merely brushes off such criticism 
and leaves the impression that he feels it is 
based on ignorance and a lack of under- 
standing. Although he is now clearly more 
at home in his job than ever and continues 
to enjoy the trust and confidence of Prem 
he also understands he is now a politician 
in a marriage of politicians and that keep- 
ing his own counsel is the wisest course to 
follow. n 
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The Thai foreign minister explains why a solution 


to the Cambodia problem is still a remote prospect 


By Rodney Tasker 


Bangkok: It is approaching that time of 
the year again: the annual saga at the 
United Nations General Assembly when 
once again Democratic Kampuchea will 
be voted into Cambodia’s seat, blocking 
Vietnam's attempt to have the seat left 
vacant. Once again Vietnam will be called 
on to withdraw its troops from Cambodia, 
and once again there will be no prospect in 
the foreseeable future of any change in the 
situation inside Cambodia. 

Nearly five years have passed since 
Vietnamese troops forced the Khmer 
Rouge regime from Phnom Penh and then 
remained to back up Hanoi's Heng Sam- 
rin government there. Yet despite annual 
UN votes condemning Vietnam's occupa- 
tion, and recognising the credentials of the 
Khmer Rouge, now part of a three-faction 
Democratic Kampuchea coalition, with 
pronouncements about partial troop with- 
drawals by the Vietnamese and claims of 
an increasingly flexible approach by 
Asean, nothing much has changed. 

It is small wonder, therefore, that both 
Asean and Vietnamese delegates are pre- 
paring for the coming general assembly 
session with a large measure of resigna- 
tion. Vietnam's usual pre-general assem- 
bly vote manoeuvring appears to be in 
lower key than in previous years. All that 
the Vietnamese have tried to do so far in 
the run-up to the session is to try to per- 
suade mainly non-aligned countries that 
Cambodia is a regional affair and that a 
dialogue with Asean is in the making. 

This is countered by denials in Asean 
that any such dialogue is taking place, or 
likely to happen in the current stalemate. 
While the word "irreversible," which 
Vietnam often used to describe the situa- 
tion in Cambodia but which disappeared 
for a while, has now crept back into Viet- 
namese statements, the Asean countries 


Vietnamese troops in Cambodia: the heart of the problem. 





talk about the need for patience, with no 
obligation on their part to draft new initia- 
tives to try to break the diplomatic dead- 
lock. 

This was stressed by Thailand's Foreign 
Minister Siddhi Savetsila in a recent inter- 
view with the REVIEW. Siddhi, a retired 
air chief-marshal, has a reputation as a 
tough, no-nonsense minister who has 
treated all approaches and initiatives by 
the Vietnamese over the Cambodia prob- 
lem with a great deal of scepticism. As 
foreign minister of Asean's frontline state 
bordering on Indochina, he often has the 
final word on Asean policy towards Viet- 
nam, even if that means nudging the 
Asean consensus towards backing for the 
Thai position. 


44 "he Vietnamese are trying to show the 

world that we have certain kinds of 
dialogues," Siddhi said. "In fact we know 
that the Vietnamese authorities have writ- 
ten to many of our friends saying that 
Asean and Indochinese states have certain 
kinds of dialogues, that there is some pro- 
gress being made, so please keep out — 
don't interfere at the UN or anything like 
that. This will give the wrong impression 
to our friends. 

"I certainly can tell you that there is no 
such thing that I know of. Of course we 
open our door for constructive talks with 
the Vietnamese. Every Asean member 
country has tried to have a bilateral 
dialogue with Vietnam. We have tried all 
kinds of approaches to reach a political 
solution to the problem . . . However, 
there has been no positive response nor 
any signs of change on Vietnam's stand on 
the problem of Kampuchea . . . 

"We have tried to be as flexible as possi- 
ble in our talks with the Vietnamese 
foreign minister, but it is clear that Viet- 
nam's position has not changed. The Viet- 
namese just repeat themselves over and 
over again. They still believe in a political 
victory and that time is on their side. They 
think that they can again win just as they 
did when they fought the French and the 
Americans for their independence, which 
was a righteous cause. But now they have 
just ventured outside their own country to 
deal with small powers in the Third World 
— Asean and the non-aligned countries.” 

One of the central differences between 
Asean and Vietnam on Cambodia is that 
Hanoi objects to the Five’s campaign to 
keep the issue at an international level. 
The Vietnamese have said they want a re- 
gional conference, if necessary leaving the 
Samrin regime out of talks between In- 
dochina and Asean. But the Five do not 
want to be drawn into such a conference if 
it is to discuss Southeast Asian security in 
general, as was once intimated by Hanoi, 
Western diplomats in Hanoi now say the 
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em ese no longer talk abou 
ing su Fred hetrings a as American military 
bases in the Philippines or Indonesia's an- 
- nexation of East Timor. 
—— The Asean countries want only one 
item on any talks with Vietnam: Cam- 
- bodia. But since the Asean foreign minis- 
_ ters’ meeting in Bangkok in June, the Five 
— have indicated that discussions with Viet- 
^ mam on the issue do not necessarily have 
— to follow the framework laid down by the 
4 - International Conference on Kampuchea 
(ICK) in New York in 1981, which called 
r a withdrawal of Vietnamese troops, 
Bfollowcd by peaceful elections in Cam- 
- bodia under the auspices of the UN. 
— As far as the Vietnamese are con- 
" cerned, if they are seriously considering 
the possibility of a military withdrawal 
— from Cambodia, there would have to be 
z an assurance beforehand that the Khmer 
‘Rouge — with by far the strongest forces 
in the Democratic Kampuct ea coalition 
© — would be prevented from moving in as 
— the Vietnamese pulled back. That would 
require à nod from the Chinese, the 
imer Rouge's lone but generous mili- 
ary suppliers. 
M Asean is now preaching patience, 
A ow long is it prepared to wait for the 
— Vietnamese to come round to the Five's 
M way of thinking? *We ourselves would 
g E to see a solution as soon as possible," 
Siddhi said. “We are not trying to bleed 
Vietnam to death. I told [Vietnamese 
F Foreign Minister Nguyen Co] Thach, 
x E is your aim, with your meagre re- 
- Sources, in controlling these countries? I 
think eventually it is not you who will con- 
‘trol Kampuchea and Laos but a big power, 
the Soviet Union.' So I said, "Why don't 
“you come to us? We have no animosity. 
We don't have any anti-Vietnamese feel- 
ing.” But what the Vietnamese have done 
,i IS wrong. We have to spell it out that it’s 
— wrong. 
__ Siddhi added: “The continuing occupa- 
- tion of Kampuchea shows that the present 
es situation is not accepted by Kampuchean 
eople. More and more people are com- 
ing to our border with eye-witness ac- 
- counts of the Vietnamese occupation. The 
reported demographic changes [claims by 
Thailand and Khmer resistance forces that 
hundreds of Vietnamese families are 
f being settled in Cambodia] are becoming 
- a growing source of antagonism with the 
— Kampuchean people. I don't think that 
Vietnam can achieve its aim through mili- 
tary means. The prolongation of its stay 
- will commit Vietnam to depending more 
and more on the Soviet Union, which will 
cause concern to us all." 
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ith memories of the fact that the 
Khmer Rouge regime, when in power 
_ in Phnom Penh, enjoyed close relations 
with China, Hanoi constantly refers to the 
— "Chinese threat" to Indochina as the main 
— reason it must remain in Cambodia. 
Chinese troops are still massed along the 
Vietnamese border, though there is little 
talk now of a second lesson like the first, 
when the People's Liberation Army in- 
| vaded Vietnamese territory for a few 
| weeks in February 1979. In this context, 
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Cambodia pid n onl 
between Vietnam and China. 

Asked to comment on this, Siddhi said: 
"China is committed to abide by the UN 
resolutions and the ICK declarations. This 
shows that China has a positive attitude 
towards resolving the Kampuchean situa- 
tion. China also made a five-point pro- 
posal to the Soviet Union to resolve the 
Kampuchea problem. I would leave it to 
Vietnam to talk with China. In fact, we all 
agree that the Kampuchean problem is an 
international problem. It not only in- 
volves the Kampuchean people, but is 
causing tension and instability in the re- 
gion, resulting in refugees and security 
problems along our border as well as 
bringing external power rivalry into 
Southeast Asia. 

"It is clear that a solution to the Kam- 
puchean problem must inevitably involve 
China às well as the Soviet Union. China 
informed us that it is taking up this matter 
as the top priority in the Sino-Soviet 
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dialogue. We in Asean have not discussed 
what part China should or should not 
play." 

Concern has been expressed privately 
by some Asean officials, particularly in In- 
donesia and Malaysia, that Thailand's re- 
lationship with China is too close. Leaders 
in these two Asean countries have prob- 
lems with their own ethnic Chinese com- 
munities, and look upon China as being a 
long-term threat to the region — particu- 
larly as Peking has not renounced moral 
support for pro-China communist in- 
surgencies in the region. What is Siddhi's 
reaction to such concern? 

"We have common objectives regard- 
ing Kampuchea. Of course we maintain a 
good relationship with China, but it 
doesn't mean we are more friendly to- 
wards China than to our Asean partners. 
We have tried to keep unity, and the cor- 
nerstone of our policies is definitely stated 
to be Asean . . . But if some blame us for 
being too close [to China]. we feel that we 
are acting as a bridge of understanding. 
We cannot disregard China, it is a big 
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Whatever the differing attitudes to- 
wards China among the Asean countries, 
the Soviet Union is generally eyed with 
suspicion — particularly because of its 
massive economic, military and moral 
support for Vietnam and its growing pre- 
sence in Indochina in general. The recent 
downing of a Korean Air Lines jet by a 
Soviet fighter will do little to improve 
Asean-Soviet relations. 

“I would say the presence of the Soviet 
Union in this area casts some doubt 
among some of us," Siddhi commented. “I 
think the Soviets can do more positive 
things, if they are willing. But so far we re- 
gret that they didn't join us at the ICK, 
and they didn't join us in our efforts to 
have a peaceful solution [in Cambodia]. 
So I think this one [the shooting down of 
the South Korean airliner] will create 
some trouble for Asean. But of course we 
have to maintain a line of contact with the 
Soviets. If we close the doors, it will be 
premature." 


GN the dim prospects of negotiating a 
political solution to Cambodia with 
Vietnam at the moment, Asean is concen- 
trating on shoring up support for the Demo- 
cratic Kampuchea coalition. Although the 
coalition is almost guaranteed another vic- 
tory in the UN in keeping its general as- 
sembly seat, the Five are anxious to keep 
it in the international limelight to ensure 
its viability, and also to attract material 
support for its fighters. At times this has 
proved problematic, given the universal 
hatred for the Khmer Rouge faction, and 
bickering between the other two non- 
communist factions, one headed by Prince 
Norodom Sihanouk and the other by 
former premier Son Sann's Khmer 
People's National Liberation Front 
(KPNLF). Earlier this year, Sihanouk 
threatened to resign because of this. Is 
Asean concerned about the apparent prob- 
lem of keeping the coalition together? 

"There is no more concern," said Sid- 
dhi. "At the time of the [Asean foreign 
ministers] meeting in June, all five of us 
went to the airport to meet Sihanouk, and 
now he is quite firm in staying on as presi- 
dent." 

But why is it that the Khmer Rouge 
have all the weapons and equipment they 
need from China, while the KPNLF has to 
go short despite Chinese pledges of aid to 
all factions if they are fighting? “That is a 
very sensitive question," Siddhi replied. 
"The Chinese have pledged that they are 
not backing any one group to be back in 
power. We have posed that question to 
them: do they have the intention to put 
Pol Pot back in power? So I think the 
Chinese try to gauge their assistance to 
whatever they feel these people are able to 
receive. They have told us that these 
people should cooperate and not fight 
each other. Then they will support them. 
So [as to] whether they are supporting one 
group more than the other, I would like 
the question to be referred to the 
Chinese." u 
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This is the balance sheet infor- 
mation for the financial year 1982 
approved by the Shareholders' 
Meeting of Banca Nazionale 
dell'Agricoltura. The profit for 
1982 shows an 11,7 96 increase 
over the previous year. 

Capital and reserves, after new 
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appropriations for about 75 of 34.5 %. At the annual General 
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branches operating in the 


revaluation of certain assets 
in accordance with the 
"Visentini-bis" law for 74 
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total amount of 535 billion, e 
representing an increase Salerno area. 


BANCA NAZIONALE DELL'AGRICOLTURA 


A Bank for all seasons. 





fi) 
4 











4 


> 


vete estas 


Mannesmann Demag, 
your partner with expe- 
rience in all matters of 
mechanica engineering 
and plant construction. 
With a broad financial 
base, world-wide sales 
network and a future- 
oriented research and 
development programme 
for new products. 

qx} Mannesmann Demag AG 


Postfach 1001 41, D-4100 Duisburg 1 
Fed. Rep. of Germany 


En VENE 
DANS 


CMM 


ems for injection moulding. 


sand track s 


TA 


d RUM 


_FEESE PNAS REEMA TENDER EODERHURA 
1 


ha ROSTA E EAEI ONLIE 








A grisly campaign to eliminate criminals is carried out by 
mysterious gunmen — but there is no mystery at all 


By David Jenkins 

Jakarta: Indonesia has drawn a cloak of 
secrecy over one of the most controversial 
episodes in the 17-year history of Presi- 
dent Suharto's New Order government — 
the systematic liquidation of criminals by 
hit squads drawn in part from the army's 
prestige paracommando unit. 

But the campaign, in which four-man 
teams of powerfully built young men have 
gunned down as many as 1,400 alleged cri- 
minals — in cold blood and without any 
semblance of a trial — is still in full swing 
and looks set to continue until the au- 
thorities have reached their countrywide 
target, reliably put at 4,000 extra-judicial 
murders. 

Today, though the local press is no 
longer permitted to record the fact, the 
teams continue to operate at will in the 
major cities and towns, tracking their 
quarry with relentless determination, 
pumping as many as 12 bullets into each 
victim's head at point-blank range. 

It is a campaign with more than a pass- 
ing resemblance to the summary execu- 
tion of criminals during the Japanese oc- 
cupation in World War II, the major dif- 
ference being that the Japanese often 
placed the severed heads of their victims 
on poles as a warning to others while the 
government seemed content, until a re- 
cent news blackout on the affair, with the 
deterrent effect of grisly news photos in 
the local papers. 

The problem of serious crime has been 
growing more urgent with each passing 
year. Partly, this has to do with demog- 
raphic factors. Indonesia has a population 
of more than 150 million and this is ex- 
pected to increase by a staggering 72 mil- 
lion in the next 17 years. Partly it is an out- 
come of the country’s emphasis on deve- 
lopment. 

The wholesale changes wrought by 
development — the movement of large 
numbers of people to the cities, the break- 
down in traditional values, the difficulties 
of finding employment — have been fol- 
lowed, perhaps not surprisingly, by a bur- 
geoning crime rate, a problem that is 
equally apparent in a country like China. 
(The Chinese are also shooting criminals 
in considerable numbers but go through 
the process of a trial beforehand — page 
37.) 

And crime is no longer the preserve of 
the small-time thief or the lone man witha 
gun. During the 1970s, Mafia-like organi- 
sations emerged in many parts of the 
country, dividing cities into sectors, levy- 
ing protection money from shopkeepers 
and stallholders, and bringing prostitu- 
tion, gambling and drug rackets under 
their control. “They were like a govern- 
ment within a government,” said a senior 


army officer. “They were very well or- 
ganised." 

The members of these gangs, who dub- 
bed themselves gabungan anak liar (a 
group of wild people), or gali-gali for 
short, were invariably tattooed, a legacy 
of the time they had spent in jail, where 
tattooing is done as much to while away 
the time as it is to indicate membership of 
underworld sub-groups. 

As the galis secured their hold over an 
area, crime became increasingly violent. 
Male victims were tortured, women 


raped. More than one pregnant woman 
was knifed in the stomach during a rob- 
bery. Before long, galis were turning up at 
wedding parties, terrorising the guests and 





Indonesian troops: the law of the gun? 


making off with the presents. Others 
would appear at restaurants, demand to 
be fed and then leave without paying, 
smashing all the furniture as they went. In 
these circumstances, public unease not 
unnaturally increased. In Jogjakarta, it is 
said, people were afraid to venture out- 
side their homes after dusk. 


n Jakarta today there are constant re- 

minders of the new sense of unease. In a 
quiet suburban street a retired military 
man has found it necessary to fit iron bars 
to his windows to ward off burglars. At the 
home of a former cabinet minister the visi- 
tor is greeted by an enormous dog which 
strains at its leash, snarling, teeth bared. 
The man explains that he bought the dog 
after losing two costly water pumps in as 
many weeks. 

At times, public uneasiness has mani- 
fested itself in direct action — mobs of 
people descending on an unfortunate 
pickpocket or sneak thief and beating him 
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unted one anti-crime 


the police force has only 119,000 men to — 
provide security for a nation of 150 mil- - 
lion, or one policeman for every 1,260. 
people. In neighbouring Malaysia the - 
comparable figure is one policeman for 
every 750 people. In Japan it is one for — 
every 550 people. is 
Besides, the police in many areas were - 
in the pay of the galis. And many galis had — 
powerful political connections, having — 
been used to protect the rallies of one poli- — 
tical group — or disrupt the rallies of 
another group — during last year's gen- - 
eral election. “The police couldn't do any- 
thing about the galis because these grou s. 
had links with the people in power," said - 
an Indonesian political analyst in Jakarta. _ 
“They had connections with either the- 
military or the local government. " 
In March or April, the incoming à | 
forces leadership is said to have argued for 
— and received — permission from the 
top to try a more drastic solution to the 
growing crime problem. Teams drawn 
from the army were provided 
with police criminal intelligence - 
files and sent out in four-man 
squads to locate and liquidate 
those named. S 
To some extent, the new £ 
proach was an outgrowth of 
form of “shock treatment" which: 
had been tried, on a very limited. 
basis, by the police force in East — 
Java, beginning about 18 months — 
ago. However, the members of — 
the new army hit squads, vete- ` 
rans of the bitter war in East 
Timor, were not stopping at half — 
measures. E 
Typically, a team of four pow- — 
erfully built young men arrive in — 
a Jeep at the home or hideout of 
a known criminal and either gun - 
the man down, often in front of © 
his screaming wife and children, 
or kidnap him; in the latter case, - 
the man's body is generally 
found floating face-down in a nearby — 
stream. (At Tasikmalaya, West Java, so 
many tattooed and bullet-riddled bodies - 
have been found in the Indramayu River, — 
which empties into the sea, that house- ~ 
wives have stopped buying fish caught in. 
the river, a development which has had - 
serious repercussions for local fishmon- 
gers.) T 
As tattooed bodies began to pile up in - 
the country's morgues the local press took — 
to describing the killings as the work — 
of penembak misterius Cateri gun- 
men), or petrus for short. But the identity 
of the gunmen was never really much of a 
mystery. As early as May, the Minister of 
Justice Lieut-Gen. Ali Said admitted that 
the killings could be the work of the sec- 
urity forces and described the anti-crime — — 
campaign as a "surgical operation to save — 
the life of the patient." 
The following month the security au- 
thorities in Central Java admitted respon- 
sibility for the killing of galis. Then the 
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newly installed commander of the armed 
.. forces, Gen. L. B. Murdani, admitted that 
- security men were behind some of the kill- 
- ings of suspected criminals in and around 
— Jakarta but said “gang warfare" was also 
- — partly responsible, a claim which top mili- 
tary men continue to make. “You think 
- — we have done it?" a three-star general asked 
rhetorically. “Well, maybe once or twice. 
But once the snowball is rolling they do it 
themselves." 
— — Finally, in late July, the deputy chair- 
- man of Suharto's Supreme Advisory 
— Council, Lieut-Gen. Ali Murtopo, said 
_ that the mysterious killings “can be ac- 
— Counted for," adding that they were in ac- 
— cordance with normal Defence Ministry 
— procedures. Even before these admis- 
_ $ions, the nation's top law enforcement of- 
~ ficers had shown an extraordinary willing- 
— ness to accept the extra-judicial killings. 
—— — InJune, Attorney-General Ismail Saleh 
— described members of the hit squads as 
_ “guardian angels" and said that ordinary 
— people appreciated their work, an accu- 
— rate enough reflection of public sentiment 
— but hardly the sort of statement one might 
— expect from a man charged with ensuring 
that Indonesia remains a state based on 
— — legal principles. 
— — And if the justice minister and the attor- 
- ney-general saw merit in extra-judicial as- 
— Sassinations, the speaker of the parlia- 
ment, Gen. Amir Machmud, was not to be 
- outdone. “I don't mind hundreds of crimi- 
— als being sacrificed," he said, “for the 
— Sake of 150 million people of Indonesia." 
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— By Mike Tharp 
— Tokyo: The most important court case in 
- Japan since the Tokyo war-crimes tribunal 
— in 1946-48 will be decided on October 12, 
and the verdict will leave a lasting mark on 
— Japanese politics. After nearly seven 

_ years and 190 sessions, Tokyo district 

= court judges will hand down their judg- 

ment on whether former prime minister 

— Kakuei Tanaka is guilty of accepting *Y 500 

— million (US$1.3 million) in bribes from 
~ Lockheed Aircraft Corp. 

- —. Almost everyone expects Tanaka to be 
- found guilty. If so, the impact on Japanese 
-— politics will be substantial, possibly lead- 
— — ing to a split in the Liberal Democratic 
- — Party (LDP), the conservative, pro- West- 
= . erm party that has controlled the govern- 
— ment for the past 28 years. More likely, 
— the Lockheed verdict will set in motion 

events that will redistribute political 
power within the LDP itself. Most 
analysts believe Japan will continue to be 
governed by the same federation of rival 
LDP factions that have shared the pre- 
miership among their leaders for decades. 

However, a guilty finding clearly would 


back by the outlawed communist party 
only confirmed fears that exist in certain 
quarters that senior generals may not al- 
ways make much of a distinction between 
ordinary criminality and actions which are 
more explicitly political. 

All of this is of great concern to lawyers 
and human-rights activists. “I ask you,” 
said I. Wayan Sudirta, a Jakarta lawyer, 
"where in the world do governments re- 
sort to murders to deal with crimes?" 
Adnan Buyung Nasution, national chair- 
man of the Legal Aid Institute, takes the 
same view. "Indonesia is a signatory to the 
UN human-rights convention," he said. 
"We should be ashamed for the world to 
see what we are doing." 


Fs vice-president Adam Malik ex- 
presses a similar sentiment. "We do 
have courts of law," Malik said recently. “If 
need be, capture the criminal in the morn- 
ing, send him to court in the afternoon and 
have him shot in the evening. This means 
his death has been decided by the court. 
And it means that we go along the legal 
track." The standard reply to this is that 
most courts are too lenient with criminals 
and that there simply is not enough money 
to build all the jails that are needed. 
Senior military men are themselves di- 
vided on the issue. A recent informal sur- 
vey of eight prominent officers showed 
that three were unambiguously for the 
killings, three against and two ambivalent 


Coming home to roost 


i. aoe are expected to find former premier Tanaka guilty in the 
— Lockheed case — a verdict with many political implications 
- i 


mean Tanaka’s role for the past 10 years as 
the most powerful politician in Japan — 
the premier who sought in 1972-74 to re- 
make Japan with huge construction pro- 
jects and later the “shadow shogun" who 
brokered the selection of the past three 
prime ministers — would be finished. 
Even as a convicted felon, his authority 
and that of his 115-member faction would 
remain imposing. Nonetheless, the Lock- 
heed trial verdict seems certain to usher in 
a new era for Japanese politics. 

In the past, other nations could dismiss 
Japan's political infighting, relying more 
on the country's efficiency and its big com- 
panies to run the country. Of late, how- 
ever, politicians have become much more 
active in conceiving and implementing po- 
licy. One reason is that about a third of the 
LDP's members come from the bureau- 
cracy. Another is that many of the major 
governmental decisions that affect Japan's 
ties with the West — in the areas of trade 
and defence, for example — require hard 
political thinking, rather than solely 
technocratic expertise. 
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general said he thought the governme 


was setting a dangerous precedent. 

As yesterday's “shock treatment” be- 
comes today’s standard operating proce- 
dure there is growing concern that In- 
donesia’s leaders may have given the army 
a dangerous new tool and one that might 
later be used far more widely. Some, how- 
ever, would welcome a widening of the 
categories of people on the army hit lists. 

Tempo, the popular news magazine, re- 
cently polled 1,500 people nationwide on 
the question of “who deserves to be shot?” 
The answers were interesting. No fewer 
than 26% of respondents put “big-time 
corruptors" first, with narcotics traffickers 
second (25%) and robbers a poor third 
(20.5%). (In Jakarta, it is true, there was 
less sympathy for criminals, more for cor- 
ruptors. ) 

Given that some of the leading military 
advocates of the current anti-crime opera- 
tions are themselves widely seen as 
enormously corrupt, those charged with 
the job of compiling the hit lists may con- 
tent themselves with a more traditional 
definition of crime. 

In the meantime, the grisly work of the 
hit squads continues, unreported in the 
local press since mid-August, when the 
government reluctantly decided that it 
was more important to head off growing 
international condemnation of the execu- 
tions than it was to deter potential 
wrongdoers with graphic accounts of the 
handiwork of the “mysterious gunmen.” 





imm... : 
Tanaka in focus after a court hearing: 
still the centre of attention. 


After the Lockheed scandal erupted in 
February 1976, Tanaka and 15 other de- 
fendants in three related trials were ac- 
cused by Japanese prosecutors of charges 
ranging from bribery and perjury to tax 
evasion and foreign-exchange violations. 
All defendants denied the charges; 10 
have been convicted, four of those ap- 
pealed and six received suspended sen- 
tences. The courts will also pass judgment 
on four other defendants, including 
Tanaka's former secretary and a former 
senior executive of Marubeni Corp., the 
trading company alleged to have acted as 
middleman in moving money from Lock- 
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it is represented. As a result, 
Banque Indosuez is able to 
arrange and comp lete the most 
6/S RIA complex transactions for terms 
BER ENA of all. ori 
Saudi rials, yens, francs, 
dollars, nidis | liras, Banque 
Indosuez offers its clients the best 
foreign exchange opportunities 


BANQUE 
INDOSUEZ. 

A WHOLE WORLD 

OF OPPORTUNITIES. 
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Development = 1204 Geneva 
Bank, Geneva Switzerland 
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In the world of 
international banking, 
our name 

makes a difference. 


For over one hundred years, the name 
American Express has meant excellence in 
pers nal service. 

Today, with the added strength of affil 
iated Trade Development Banks, American 
Express Bank continues this tradition of 
excellence. We offer an unparalleled array 
of hnancial services, through our offices in 
Switzerland and around the world. 

For the demanding individual and 
enterprise, we provide virtually every 
banking service you'll ever need 

As an American Express company, we 
offer a broad spectrum of personal and 
investment services no other bank can 
match. 

We are uniquely qualified to assist you 
with everything from asset management 
and securities transfers to international Gold 
Card® privileges. 

Through our far-reaching global net 
work, our services are available not only in 
the major financial centers, but through 85 
offices in 38 countries as well. 

American Express Bank. Our name 
really does make a world of difference. 
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MAKE IHE 
WESIIN CHOSUN 
YOUR BUSINESS 
ADDRESSIN SEOUL 





Many businessmen have. In fact, The Westin Chosun 
is the traditional choice of international business travellers 
to Korea. And with good reason. 

Centrally located, The Westin Chosun offers the 
same Westin quality famous worldwide. This means the 
most comfortable rooms in town, the best in dining and 
entertainment, and superlative service. And our Executive 
Center makes doing business a pleasure with a variety of 
services offered including 24-hour telex. 

Stay with us, and you'll see why businessmen the 
world over have made The Westin Chosun their business 
address in Seoul. 





THEWESTIN CHOSUN 


Seoul 


C.P.O. Box 3706 
Tel: 771-05. Telex: K24256 





For reservations, call your travel agent or contact these other Westin Hotels in 
Asia: The Westin Chosun Beach (Pusan, 72-7411); Shangri-La (Singapore, 
7373-644); Shangri-La (Hong Kong, 3-7212111); Philippine Plaza (Manila, 
832-0701); Tokyo, 213-1671; Osaka, 346-0360. Partners in travel with 
United Airlines. 





WWF. Kojo Tanaka BCL 


‘Lhe 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 

lolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 





WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Reviere 
Advertisement prepared as a public service by Ogilvy & Mather 
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"My frequent passengers are always pleasantly surprised when they see that our menus, in all 
three classes, change each month. The simple act of changing our main course seems to make 
constant travelling more interesting. Which is understandable because being able to serve a 
different meal each month gives me almost as much pleasure." 
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126 destinations within 70 countries and 6 continents throughout the world. 











former wa cr 
. for years and 
indefinitely. 
When the Lockheed dk ' 
in a United States Senate subco mittee 
hearing on multinational corporations, a 
firestorm of public outrage in Japan dis- 
rupted parliamentary sessions and de- 
layed three economic policy bills. Some 
observers believe the Diet's preoccupa- 
tion with Lockheed for several months 
caused a legislative logjam that slowed the 
pace of Japan's recovery from tlie linger- 





ing effects of the 1973 oil crisis and sub- 


sequent recession. 


There is a chance for a ER furore 


after October 12, though.a guilty verdict 
has been long anticipated. and partially 
discounted. If he is found guilty, Tanaka's 
sentence will be five years of hard labour, 
with no provision for à suspended sen- 
tence. His attorneys will appeal, and the 
legal sideshow could run for several more 
years. Japan's Left-leaning major news- 
papers will scream for Tanaka's scalp and 
the opposition parties will introduce a re- 
solution calling on Tanaka to resign his 
Diet seat, representing the third district of 
Niigata prefecture. (Tanaka resigned for- 
mally from the LDP after his arrest, brief 
imprisonment and indictment in late- 
1976.) 

Those are the near certainties. What 
might follow has been the subject of much 
speculation in Tokyo for months. Two 
crucial questions must be answered to 
fashion any reasonable scenario: will 
Tanaka resign his Diet seat voluntarily, 
and how much does Prime Minister 
Yasuhiro Nakasone still need Tanaka's 
support to stay in office? 

If Tanaka resigns voluntarily, the politi- 
cal ripples will be much less serious than if 
he refuses. One independent lower-house 
. member estimates there is an even chance 
Tanaka will step down on his own. This 
would occur because Tanaka would take 
the political high road, not wishing to put 
his party through a wrenching battle 
among rival factions and with the opposi- 
tion parties. 

Another element in Tanaka's thinking, 
according to several political analysts, 
could be the state visits to Japan scheduled 
in November by US President 
Ronald Reagan, West German 
Chancellor Helmut Kohl and 
Chinese Communist Party Gen- 
eral Secretary Hu Yaobang. To 
. avoid an unseemly and divisive 
political deadlock during these 
visits, Tanaka would resign to up- 
hold his country's national image 
and interest. 

Less magnanimously, he could 
also run again in the next general 
election, which might be as early 
as December and which must be 
held by June 1984. Although his 
irt vote has Seruged stead- 
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ensue. 


by the people in his district. Re-election 
even after a guilty verdict would ensure a 
prominent place in the party for Tanaka, 
since the voice of the people remains the 
core of Japan’s democratic system. 


B: if the 65-year-old former con- 
struction company president decides 
to tough it out, political confusion will 
The major opposition parties 
would introduce their resignation bill to 
the Diet. The LDP could oppose the resol- 
ution unanimously, and becausé the AN 
has a numerical majority. it would ove 
ride the combined opposition parties. 

It is not vet clear, however, whether the 
ruling party would act in concert. Factions 
headed by former premier Takeo Fukuda 
and former cabinet official Toshio 
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du t still a a : 
the need for any coalitioi ' 
tion. Fukuda faction. me 
stance, would be slow to fo 
leader out of the party, 
they have a future ] 
Foreign Minister Shint 
in the wings. As po 
rather enjoy the patrot 
from having one of thet 
est elected office than lea 

Whatever happens to T 
tion remains: how much doe 
need his support to stay in offic 
swer, in turn, depends on whet 
Tanaka faction can be run w 
Tanaka. In recent months, other si 
members of the faction, notably Ne 
Takeshita, now finance minister; 
been acquiring more political fun 
their mentor. The main source of m 
in the Tanaka faction has long been 
lic-works funds from the central go 
ment, and a Tanaka mimon usualh 
headed the Ministry of Construction. 
monev is coming in from big busines 
financial institutions, but Tanaka is: 
ing a smaller role in getting it, othe 
panese politicians say. 

Even if Tanaka's influence is wa 
Nakasone still needs him. Other T 
faction leaders are not committed to 
porting the prime minister as muc 
Tanaka has. However, Nakasone has 
been gradually distancing x himself fror 
sponsor, and one method he could ur 
increase the distance would be to i 
his discretionary power të di 
solve the lower house and 
new elections. Many politi 
have been preparing for the 
which they feel may be condt 
in late December or e 
January after next fiscal ye: 
budget deliberations are over, 

The Japanese have a 
about their politics: only one ii 
ahead there is darkness. Unpr 
dictability will continue to chara 
terise political development 
The outcome rides largely o 
stocky shoulders of a gruff-v 
ced, balding man who still ho 
up to 200 visitors daily in his $ 
cious home. Only he know 
he will do, and he is not sa 





















































































































































CRIME/CHINA 


Open door to disorder? 


A crime epidemic is blamed by some on the economic 
reforms espoused by the pragmatic leadership 


By David Bonavia 

Peking: China's crime-wave, which has 
been mounting over the past few years, 
has now become a serious internal politi- 
cal issue, particularly as it is linked with 
the open-door policy in foreign trade and 
the economic reforms promoted by the 
leadership group around elder statesman 
Deng Xiaoping. Unidentified but appa- 
rently high-level critics of these policies 
say the crime wave is a direct result of 
them and will continue to worsen as long 
as they are not changed. 

Deng's men replied — in a front-page 
editorial in the People's Dailv on Sep- 
tember 17 — that crime can and will be 
prevented by better police work and pub- 
lic education, and they indirectly accused 
their critics of "parochial conceit" in 
imagining China can pursue economic 
development without the open-door po- 
licy. 

It could easily be argued that the main 
types of crime caused by the open-door 
policy — smuggling and black-market cur- 
rency dealings — are really a result of it 
not being open enough. But it is natural 
for a country with China's problems of 
development to want to exercise some 
control over its trade and currency, so 
smuggling and other such crimes are un- 
likely to be curbed. 

Guangdong province, with its proximity 
to Hongkong and Macau, is of course the 
worst affected by smuggling, and the Can- 
ton authorities have recently introduced 
12 new measures aimed at combating it. 

These include reorganisation of grass- 
roots organs, creation of a specialised 
anti-smuggling fleet (the coast guard is 
often corrupt), stricter control over the 
special economic zones such as Shenzhen 
and Zhuhai, closer checking of coastal 
vessels and ports, and a crackdown on 
smuggling in government organs. 

An interesting measure is the stricter 
control over “foreign processing equip- 
ment,” which suggests that joint ventures 
or other enterprises with foreign equip- 
ment have been helping to supply 
smugglers — especially in the special 
economic zones, it may be assumed. Open 
markets where smuggled goods used to be 
sold have been, mostly closed down. How- 
ever, an official spokesman in Canton said 
it was expected that smugglers would 
"even more covertly" continue their oper- 
ations. 

Crime and malfeasance are by no means 
confined to the coastal areas. In remote 
Oinghai, a party cadre high in the provin- 
cial petroleum administration has been 
exposed for permitting six other men to 
steal asbestos systematically from a 
mine. One man stole more than 50 ton- 
nes of asbestos at a profit of more than 





Rmb 100,000 (US$50,000) — but the in- 
dulgent cadre received only Rmb 1,000 
and some foodstuffs as a bribe. “Our pro- 
vince has many cases similar to this," the 
provincial radio said in a commentary. 

In Xinjiang, the authorities summoned 
a meeting of representatives of all races 
and walks of life in Urumqi recently to dis- 
cuss the rising crime rate. Amudun Niaz, 
secretary of the political and legal commit- 
tee of the regional party committee, men- 
tioned homicide, robbery, rape and the 
undermining of social order as the main 
crimes to be combated. In Sichuan pro- 
vince's capital of Chengdu, the police 
claim to have broken up nine criminal 
gangs, many of whose members were 





former inmates of labour camps and re- 
formatories. In one incident outside a 
teahouse last October, two gangs fought 
each other with choppers, bayonets, 
knives and steel rods, killing a youth who 
was passing by. 


Rv including gang rape, is an espe- 
cially severe problem, and many 
young women are afraid to work factory 
night-shifts because it means going to 
work in the dark. In Chengdu the worst re- 
cent case was that of a gang of 12 who took 
turns raping a girl. The gang’s leader was 
found to have another, separate gang 
under his control, which also waylaid 
young women. Other gangs hang around 
lonely places, bridges, beaches or rivers to 
taunt passing women, and sometimes to 
rob them. 

In Hunan province, a total of Rmb 24 
million worth of stolen goods has been re- 
covered since the beginning of 1982. The 


province's. armed police force, part of a 
nationwide body recently set up to per- 
form special security. duties, has been 
urged to get more involved in anti-crime 
work. 

There are notorious cases of young men 
playing fast and loose under the protec- 
tion of their high-cadre parents. Rape, 
seduction, black-market dealings and as- 
sault are among the crimes commonly 
committed by the “gilded youth." In a 
broad hint to the parents of such young 
hoodlums, the People's Daily recently re- 
printed a letter written in 1949 by Chen 
Yun, the veteran economic planner who is 
No. 4 in the Deng leadership. Chen ad- 
monished two people — the son of a “re- 
volutionary martyr” and his friend who 
was a cousin of Chen’s — warning them 
not to break the law just because they had 
famous relatives. “You must bear in mind 
that all communists and civilians are equal 
before the state law,” he said. 

A few years ago it was possible to claim 
that the crime rate had not soared — only 
that crimes which were previously kept 
secret were now receiving publicity. Now 
there can be no doubt that crime and de- 
linquency are on the rise. 
In an effort to scare young 
criminals, the authorities 
have been holding more 
sentencing rallies and past- 
ing up pictures of those 
about to be executed for 
major crimes. In China, 
execution is usually carried 
out with a single bullet to 
the back of the head. The 
authorities in Shenzhen re- 
cently supplied photo- 
graphs of execution yard 
scenes to Hongkong news- 
papers. (One of those shot 
was a Hongkong resident 
who planned the robbery 
of the Shenzhen Friendship 
Store.) A Radio Canton 
commentary put its finger 
on an important point 
when it said the crime of 
the man’s accomplices, 
who were Chinese citizens, 
was the more heinous because they all had 
jobs. 

Being unemployed is not a licence to 
commit crimes, of course, but it goes a 
long way to explaining the high incidence 
of crime just now. Although the official 
figure for urban unemployment is down to 
2.5% , this is far short of the truth. For one 
thing, it does not take account of the large 
number of young people living illegally in 
the cities, who cannot get regular jobs. 
There has recently been a drive to track 
down unregistered residents in urban 
areas, with the aim of sending them off to 
work on reclamation projects and other 
hard work in Qinghai. 

The Chinese leaders evidently believe 
that economic prosperity will gradually re- 
duce the crime rate. This has not been the 
experience in developed countries, but of 
course it is regarded as axiomatic here that 
the socialist system can work miracles 
once it is functioning properly. u 
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By K. Das 


Kuala Lumpur: When a Malaysian news- 

paper reported on September 4 that 

troops had been rushed to the tiny coral 
atoll of Terumbu Layang Layang in the 

s China Sea, it created a sensation. 

The atoll is about 64 kms southeast of 

y Vietnamese-occupied Amboyna Cay, 

w hich Malaysia also claims, and both are 

hy ell within Malaysia's 320-km exclusive 

economic zone. 

E But the “rush” took place, according to 

> chief of the armed forces staff, Gen. 

"Ta 1 Sri Ghazali Seth, as early as June. 

~ And it was an elaborately planned rush. 

- Preparations were made six months before 

- 20 Malaysian naval commandos occupied 

- the atoll, 240 km northwest of Labuan is- 

È Tand in the state of Sabah. It also seems 

~ that the Vietnamese were aware of the 

— Malaysian plans. In late April they sud- 

- denly increased the number of troops on 

— Amboyna Cay from 50 to about 150. 

— — Hanoi has protested to Kuala Lumpur 

— Over the “occupation” of Terumbu 

" E Layang. And China, which also 

claims the atoll, has said in an official 

— statement that the coral outcrop has been 

- “illegally occupied by foreign troops," an 

- oblique but unmistakable tilt at Kuala 

Lumpur. Prime Minister Datuk Seri 

- Mahathir Mohamad has responded with a 

Statement that the Chinese protest is un- 

justified. 

— According to Deputy Foreign Minister 
= Abdul Kadir Sheikh Fadzir, the island 

. “has always been and is a part of the territ- 

| Ory of Malaysia." This, he says, has no- 

— thing to do with Malaysia's claim to an 

... exclusive economic zone. 

a As recently as May, Kadir, at that time 
parliamentary secretary, said that the gov- 
ernment wanted the question of 
sovereignty over Amboyna Cay to be set- 
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POSSESSION IS NINE POINTS OF THE LAW 


gerehed on a claim 


aysia lands 20 navy commandos on an atoll 
Ee South China Sea, touching off protests 


tled through negotiation. Yet within a few 
days of the announcement, the Defence 
Ministry issued a statement to the effect 
that a naval exercise code-named Starfish 
would be held in the South China Sea in a 
little more than a week under the Five- 
Power Defence Arrangement, involving 
air and naval units from Australia, New 
Zealand, Britain, Malaysia and Singa- 
pore. The eight-day exercise hosted by 
Malaysia would involve 18 ships, 16 air- 
craft and 3,000 officers and. men. 


hen the exercise was over On June 12, 
according to Ministry of Defence 
sources, the Malaysian commandos were 
established on Terumbu Layang Layang. 
While Starfish was part of a planned series 
of annual exercises, what followed in July 
and August was a top-secret operation 
called Exercise Pahlawan (Hero). The 
aim of the exercise was to test the capabil- 
ity to land a powerful commando force 
quickly and secretly on the atoll. 
According to Ghazali, accommodation 
modules, similar to 
those used by off- 
shore oil drillers, 
have been ordered 
to make occupation 
of the barren islands 
and reefs more toler- 
able. He has not said 
how many modules 
are on order but it is 
understood that the 
contract offered toa 
local company, Ma- 
laysian Shipyard and 
Engineering, was 
substantial and that 
several hundred men 
could be stationed mae 
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According to a map dibus by Pet- 
ronas, Malaysia's national petroleum 
company, there are 44 gas fields and 44 oil 
fields in the arc running along Malaysia's 
coastline from west to east and within the 
economic zone. 

Oil and gas exploration undertaken by 
Petronas has not come under close pub- 
lic scrutiny. But there is little doubt that 
the oil and gas potential of the economic 
zone is of critical importance for Malay- 
sia. According to treasury officials, with- 
out significant increases in petroleum- 
based revenue, Malaysia faces bleak inter- 
mediate-term prospects. To achieve a 
rapid economic turnaround within a 
short period, they say the potential of the 
shoals and atolls must be quickly 
exploited. 

The Malaysian claim to Amboyna Cay 
and Terumbu Layang Layang atoll, unlike 
Chinese, Vietnamese and Philippine 
claims in the South China Sea, is of very 
recent vintage and based on the Malaysian 
continental shelf boundaries concept and 
little else. In the mid-1970s, following the 
collapse of the Saigon regime, Hanoi sent 
troops to a number of islands in the 
Spratly group, including Amboyna Cay, 
which had previously been held by South 
Vietnamese forces. Malaysia protested at 
the time and the Foreign Ministry issued a 
map which also showed Terumbu Layang 
Layang atoll within Malaysian boundaries. 

Both Vietnam and the Philippines pro- 
tested against the Malaysian claim. But in 
the atmosphere of international outrage 
over the Vietnamese boat people at that 
time, the issue was largely forgotten. 
When Vietnamese Foreign Minister 
Nguyen Co Thach came to Kuala Lum- 
pur in 1980 and raised the issue he was not 
taken seriously, his references to Am- 
boyna Cay being seen simply as a ploy to 
distract attention from the Cambodia pro- 
blem which preoccupied Asean. 

The then Malaysian foreign minister, 
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1 300 tonnes displacemi 
able to patrol the seas t 
the economic zone, « 
Adm. Mohamad Zain. 
navy. It is understood. that the navy 
wanted four vessels but that the treasury 
approved only two. The navy currently 
has 22 large patrol boats. nd one support 
ship but no long-range patrol vessels. - 
. And while the government has shelved | 
plans for a M$1.4 billion air force base at 
Gong Kedak on the east coast of Peninsu- 
lar Malaysia, allocations have been made 
|. to upgrade the air force base in Labuan, 
Sabah, at a cost of M$20 million and to 
build a new base in Miri, Sarawak, ata 
cost of M$350 million. 

While armed forces top brass deny 
there is a connection, the government has 
begun to study a suggestion that Labuan 
should become a federal territory like 
Kuala Lumpur, leaving the state of Sabah 

with no control over the island. It is also 
- Significant that just after commandos oc- 
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F5E figħters were moved to Labuan. 

It is obvious that these aircraft will play 
an umbrella role for the commandos. It is 
equally obvious that the Miri base will 
provide the cover for the liquefied natural 
gas port of Bintulu as well as for future oil 
platforms and modules off Sabah and 
Sarawak. 

According to sources in Kuala L umpur, 
the government also plans to spend some 
M$350 on maritime patrol aircraft to give 
the navy its own air capability. There are 
also plans to spend as much as M$1 billion 
on 20 multi-role combat aircraft. Among 
the aircraft being looked at are the Gen- 
eral Dynamics F16, the Dassault Mirage 
2000 and the more modest Northrop F20 
Tigershark. 

Finally, the government plans to build 
its second early-warning radar system in 
East Malaysia. The first, being set up at 
Kota Baru in Peninsular Malaysia, covers 
a radius of 250 miles and is being built by 

; Corp. of the United States. The 
expected to be won RP the 
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respect of your instructions: 

Prizes are free of German taxes. 1t is our duty to observe 100% 
discretion: nobody knows who's buying a ticket and nobody else wil 
find cut that you have won ~ that's just for you to Know. 
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This is not s private copon Tickets are 
ment-approved agents only (Lotteria-Einneh 
are public procedures and every move is regulated 
way it is a clean operation throughout. : 


How to play the game... 


Each complete lottery takes ona halt a 
8 classes that are played subsequent 
every Saturday Every ticket-holder 
dule containing detailed informations abou 
days scheduled for drawings etc. Everythin 
kept informed at alf times. That's our servi 
yourself the size of the ticket to take out by 
v ticket, a half-size 1 toket or a quarter 7 
number is drawn as a winner, you'll get the f 
prize or a quarter of if respectively C 
completely even for each and every rambet 


Everybody can piay this lot 
It's as simple as child's pla 


+ You order your ticket using the mailing coupon’ 
write us a latter and tell us what you want. 
44 Please atinch the € for the ticket to. yo 
either cashier's check, postal check, persona 
check, bank draft, money order of even cash 

"Registered" mail). — i ; 

































in return you will receive: T 
- Your original ticket, along with aii the inform yator 
- A regular mailing of the official list of winmirig 

can check on our performances. 


in case that you are a tickel-hoider alreac 
do not order, you will get your tickets. 
matically. Tell your fiends about us or, be 
make the clipping below a gift. coupo fol 
loved one. NE 
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The total number of tickets per cycle is dimited a nd 
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payent received in Currencies s otii than US S. DM. 
credited to your account in aGcordance to the oxatan 
day The prices quoted ar& covering the ticket for oi 
cycle comprising all six classes, and the additional fee ii 
time expenditure, too. 

Make al checks and orders out to: 

W GREGOR, Postfach 1107 53, D-86000 Frankfurt/Main. 


Cin enciose my check / for OM/US S I E ENEAS 


CH will make payment immediately after receipt of ticket(s} l 
and your invoice. l 
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DI Miss. 
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Varwick Beutler 
erra: Indonesian 
à 

amentary delegation from Australia 
it East Timor gave the administra- 
of Australian Prime Minister Bob 
wke valuable breathing space and con- 
erable ammunition in its attempt to 
rsuade the Left of the ruling Labor 
y that it should forgive and forget In- 
ia's 1975 takeover of East Timor. In 
posing the visit, Hawke believed the 
mittee's findings would not be highly 
il of Indonesia's present actions in 
imor. And Suharto must have been 
that the committee would not 
anything unfavourable. | 
leaders were right: The commit- 
rt, based on four days of on-the- 
m inspections and interviews in 
ly, presents no new evidence with 
io condemn Indonesia. But it has 
jothing to heal the Left-Right rift in 
alian politics over the East Timor 
On the contrary, it has probably 
-each side further towards their 
ical poles. 
n it came to power in March this 
he Hawke government inherited 
e previous administration of Mal- 
Fraser a policy which recognised 
Timor as a legitimate part of In- 
This contrasted with Labor's po- 
ng for independence and self-de- 
nation for the people of East Timor, 
1drawal of Indonesian troops and 
off of military aid to Indonesia. 
/,, Hawke, Foreign Minister Bill 
and most other influential mem- 
f the government regard the party's 
as unrealistic. There has been no at- 
o implement it, and the parliamen- 
gation's report was seen as giving 
government further moral backing in 
rent determination to ignore party 
and continue to support Indonesia 
car's United Nations debate on 
mor, if it goes ahead, . 
iere were five members. ot: the par- 
entary committee. — three from 
or and two from the Liberal Party. 
e chairman was Bill Morrison, who had 
defence minister in the last five 
mths of Gough Whitlam's Labor gov- 
iment in di early 1970s. and was a 
r diplomat before entering parlia- 
Morrison is from the Labor Right. 
ther two Labor committee mem- 



































ordon McIntosh from Western 
a, is from the Left. McIntosh is 
f Labor's more outspoken anti-In- 
an Lene 





suggested H Io die group: slioold 9 / 





President 
s agreement in June to allow a^ 
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is from the Right and the other, 








“the. committee's 


in Bast Timor. Fréfilin- isa nationalist, 
'socialist-inclined party and guerilla move- 


ment in East Timor which seeks indepen- 


dence for the former Portuguese territory, 
In addition to the 11 suggested places on. 
itinerary, others were 


chosen, including Atauro island; off Dili, 

Indonesia’s main detention centre for Fre- 
tilin guerillas and often described as a con- 
centration camp. On Atauro the delega- 


tion said: "While its inhabitants are obvi- 


ously being held there against their will, 
the physical conditions under which they 
live are moderately comfortable, and the 
people of Atauro looked as well fed and 


dressed as the villagers in other areas 


visited in East and West Timor." 


bers of Fretilin who were waiting for the 
parliamentarians to pass. Reporting on 
the incident, the committee said: "That af- 
ternoon's drive was the only occasion 
when there was any evidence at all of a 
current Fretilin presence, and the incident 
-. . clearly alarmed the delegation's In- 
donesian hosts.” The committee made no 
recommendations. It. relied solely on ob- 
servations. 

On the security situation it had this to 
say: “The administration in East Timor 


By Susumu Awanohara 

Jakarta: Although confusing reports of 
developments in East Timor are hurting 
Indonesia diplomatically, Jakarta is not 
about to explain the situation to the out- 
side world. But the REVIEW understands 


that the eruption of violence in the pro- 


vince in early August was. organised by 
Fretilin, the Timorese liberation front. 
and has resulted in a change of Indonesian 
policy towards the guerilla remnants. — 
Earlier this month, the United Nations’ 
human-rights . commission in Geneva 
adopted a resolution criticising the alleged 
lack of human rights in East Timor. In- 
donesian Foreign Minister Mochtar 
Kusumaatmadja expressed his “deepest 
regret” that an important international 
body had based its decision on what he 
claimed were three false reports. Mochtar 
blamed a newsagency report of a military 
operation — involving up to 20,000 sol- 
diers - ~= ih East Timor: following. the Au- 





During a dusty two-and-a-half. hour 
drive from Los Palos to Baucau on the. 
north coast of Atauro, the delegation had 
a chance meeting with four armed mem- 


Frétilin was said to y have ben active.' 
The delegation said it "saw colon to 
bear out" estimates from Lisbon that 
there remain 6-7,000 armed Fretilin 
guerillas in East Timor. But it did admit 


„that it was difficult to obtain accurate in- 


formation about Fretilin numbers. There 

was “no evidence of fighting" and the at- 
mosphere was "Heiner Felaxed," the 
delegation said. 

The report said the food situation in the 
province at the time of its visit was “gener- 
ally satisfactory," though there could be 
"food shortages from time to time in iso- 
lated villages." The delegation concluded, 
however, that “the administration would 


not knowingly allow such situations to de- 


velop and would take prompt action on 
being advised of such a problem.” Simi- 
larly, it was noted that the authorities 
were “conscious of the health problems of 
East Timor and are making ‘efforts to 
overcome them.” The delegation believed 
a “serious and sustained effort” was being 
made to expand East Timor’s education 
system. 


he report does not recommend how. 

. Australia should vote if and when the 
East Timor issue is debated in the UN in 
coming months. But Morrison made clear 
when he tabled the document in parlia- 
ment that a change in Australia’s vote 
would only damage relations with In- 
donesia. 

McIntosh did not endorse the par- 





Fretting 0 ier Fretilin - 


An attack on Indonesian forces by guerillas i in East Timor 
prods Jakarta into taking a tougher line with the rebels 





ter Bill Hayden's expression of & oncern E 
about latest developments in East Timor 
and a report about a supposed Abri 
(armed forces) manual on ‘torture 
methods for officers stationed in the form- 
er Portuguese colony (REVIEW, Aug. 4). 
Mochtar refused to give his own ac- 
count of the current East Timor situation, 
saving that it was an internal affair, but a 
high army official confirmed that on Au- 
gust 8 about 50 members of the Civil 
Guard (Hansip) in the province’s Vique- 
que district killed 14 officers of an Abri en- 





‘gineering corps unit and fled into the hills 


with their families. The official added: “If. 
the local military commander is chasing. 


these people down, is it not his duty and 


right?” 
The official also iid that the Hansip men 


had belonged to Fretilin in the past. Other 
reliable sources said that some of these 
: Hansip men had Fonly recentiye come down i 






































































liamentary committee's report. He tabled 
his own dissenting document in which he 
branded the majority report as "tendenti- 
ous, superficial and at times misleading in 
its evaluations and observations.” He 
complained of a “clear tendency to gloss 
over the circumstances in which East 
Timor was illegally seized.” 

While McIntosh did not dispute that In- 
donesia was spending a considerable 
amount on the development of infrastruc- 
ture and material conditions in East 
Timor, he believed the delegation was un- 
able to determine *the extent to which this 
development is benefiting the Timorese 
people themselves." He went on to say the 
majority report avoided perhaps the most 
important human-rights issue: the attitude 
of the Timorese people to their present 
circumstances. 

Two days after the publication of the 
parliamentary delegations's report, McIn- 
tosh, in his capacity as chairman of the 
senate foreign affairs and defence cóm- 
mittee, tabled another report òn human 
rights and conditions in East Timor — this 
time the result of two years of study by the 





nor Mario Carrascalao and military com- 
mander Col Purwanto started talking to 
the guerilla leaders early this year. The 
sources also said that there were three 
other incidents, including an attempted 
attack on the house of a camat (subdistrict 
head) on or about August 8, leading to the 
strong suspicion that all these incidents 
constituted a coordinated action by some 
sections of Fretilin. 


he official denied that those involved 

in the mopping-up operation totalled 
20,000 men. He explained that aside from 
four infantry battalions, some crack spe- 
cial units’ troops of the four armed ser- 
vices are stationed in the province and that 
it would be reasonable to assume that they 
are involved. The official said he did not 
know of any reinforcements. Other In- 
donesian sources have mentioned the pos- 
sibility of troop rotation, which they said 
would temporarily raise the number of 
military personnel in the province. No- 
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retilin photograph purporting to show Indonesian atrocities: the Left claims rights violations. 


Senate committee. Its conclusions were 
strikingly different than those of the Mor- 
rison group. But the McIntosh commit- 
tce's six members were split evenly on the 
issue. The committee's Labor members — 
two of them leftwingers — backed McIn- 
tosh, while opposition members brought 
in a dissenting report more aligned with 
the Morrison document. 

The Mcintosh report grudgingly ac- 
cepted Indonesian development efforts, 
but condemned Indonesia for "gross vio- 
lations of the human rights of the East 
Timorese, exceeding even their experi- 
ences under Portuguese rule." It went on: 
"While the worst abuses have been mod- 
erated as the internal security situation 
has stabilised, there is no reason to believe 
that the East Timorese people will be al- 
lowed to exercise the fundamental right of 
self-determination.” 

The report said the weight of evidence 
suggested that indiscriminate killing and 
execution of Fretilin prisoners and sym- 
pathisers by Indonesian military and sec- 
urity forces had occurred, particularly in 
the years following Indonesia’s 1975 





thing was said about the progress of the 
current operation. 

The Abri official hinted that the moder- 
ate approach taken by the Indonesian au- 
thorities towards Fretilin remnants in re- 
cent months could change. When it was 
decided that the nagging Fretilin problem 
should be resolved, Purwanto wanted to 
talk directly with the guerilla remnants 
and persuade them to comé into the fold, 
according to the official. 

Talks were soon under way with rem- 
nant groups in the eastern part of the pro- 
vince — those in the western part would 
not participate — and some among them 
were even given food and some “equip- 
ment,” the official said. He admitted that 
there were those who advocated tougher 
approaches. Asked whether Abri would 
indeed get tougher, the official responded: 
“When a soft approach fails, do you 
adopt a still softer approach?” Sources say 
Purwanto has already been removed and 
replaced. 


ES as se rm. SS OS ee eee 


invasion and takeover of the territory. 

Among Melntosh’s recommendations: 
» Australia should make formal recogni- 
tion of the incorporation of East Timor 
into Indonesia conditional on the holding 
of an internationally recognised act of self- 
determination. 

» Until such an act is held, Australia 
should oppose the Indonesian position in 
the UN. 

» Australia should use its influence in the 
UN and other international forums to 
maintain pressure on Indonesia to redress 
the legitimate grievances of the people of 
East Timor. 

The three opposition members who dis- 
sented from the McIntosh report com- 
plained that much of the information pre- 
sented to the committee came from re- 
fugees. Historically, they said, “evidence 
from such sources is not unnaturally emo- 
tional and frequently inaccurate.” They 
said only sparse evidence of current condi- 
tions in East Timor had come before the 
committee. And in most cases, it was dis- 
counted if it was at variance with earlier 
data. 

The opposition members regretted that 
the Morrison committee's report had not 
been considered by the McIntosh commit- 
tee. And they concluded that an accurate 
appraisal of human rights and conditions 
in East Timor could not be made. 

Far from clarifying the present position 
in East Timor and allowing a calm and ra- 
tional debate about future foreign-policy 
direction, the various reports have served 
only to fear the scab from unhealed 
wounds. The main protagonists have 
merely adopted their traditional, en- 
trenched positions. 


» Ted Morello writes from New York: 
The Australian parliamentary team's re- 
port on East Timor is expected to blast 
the issue off the UN General Assem- 
blys agenda once and for all. What 
has become an annual battle between the 
Indonesian Government and its adver- 
saries will not reach its substantive stage 
until later in the current 38th assembly ses- 
sion. But without waiting to receive copies 
of the parliamentary mission's findings; 
UN diplomats are predicting — on the 
basis of press reports — that the Austra- 
lians have spiked the guns of Fretilin and 
its supporters. 

Indonesian UN Ambassador Ali Alatas 
said that despite the minority reservations 
expressed by McIntosh, the report of the 
five-member parliamentary delegation” 
that toured East Timor in July was “posi- 
tive.” Alatas said that if Fretilin and its 
sympathisers continue to make what he 
has branded as “contorted argumenta- 
tions and wilful misrepresentations” in 
UN debates, “then we can point to the 
Australian report.” He added: “This is the 
best way to rebut the charges,” pointing 
out that “this time the commission can't be 
said to be partial." 

Alatas was alluding to Indonesian dele- 
gate Hadi Wayarabi's observation in a UN 
decolonisation subcommittee debate ear- 
lier this month that pro-Jakarta testimony 
given in New York last year by Whitlam 















| separate inte "View, , Wayarabi call 


piece of ammunition for shooting 





ior debate alive at the UN. Speaking 
he basis of Australian press reports ca- 
Indonesia's UN mission here by its 
erra embassy, Wayarabi said the 
entarians' key conclusion was that 
alia should stop supporting UN in- 
iption of the East Timor item. — 

le added that the McIntosh dissent was 
nexpected. The senator, represent- 
n his private capacity the Human 
ts Council of Australia and the Aus- 
ian Council for Overseas Aid, was óne 
pro-Fretilin petitioners inseribed 
ing by the general assembly's de- 
on committee last year. - 
ivarabi said that in preliminary joc- 
g during the current assembly ses- 
ndonesia would raise pro forma ob- 
ions to including the East Timor item 
e assembly's agenda, but would not 
for a vote at that stage. Attempts to 
ff any further consideration of the 
ion will come late next month in the 
onisation committee and, if the item 
ves that test, in the full assembly in 













ie. decolonisation subcommittee de- 
earlier this month, delegates heard 
ly by UN representatives Jose 
os Horta of Fretilin and Margo Pic- 
of the London-based human-rights 
sation Amnesty International. 
eiterated charges that the Indone- 
yed forces had been responsible 
ure, starvation, disappearances 
yass killings of Timorese. 

en cited “a large body of evidence 
ating that Indonesian forces.in East 
r have resorted to extra-judicial 
ions on a large scale" since they 
'd into the territory in 1975 and that 
reds of people were reportedly kill- 
itside combat" up to the end of 1982. 
urged that the UN keep the issue 
er active consideration “as a guaran- 
that the people of East Timor are pro- 
d and safeguarded." 

n his testimony, Horta focused on now- 
terrupted talks between Fretilin and In- 
donesian officials, and expressed the hope 
hat the government would resume the 
contact. He asserted that a major Indone- 
ian offensive is under. way and that 
lakarta is flying thousands of reinforce- 
to the territory. Asa result; Horta 
an new wave of terror” can noc ex- 





Fates d indeed. si 
and said: "We certainly will await 
with keen interest how the impartial find- 
ings of the bipartisan Australian par- 
liamentary delegation, some of whose 
. members have been less than enthusiastic 


ceived by this committee." 


e parliamentary findings an impor- l 


n Fretilin's campaign to keep the East 


towards my country in the past, will be re- 




































































a Japanese official. 





South Korea and Japan: gloss 


efforts to portray a spirit of frien iship 


By Shim Jae Hoon 


Tokyo: Japan and South Korea are setting 
aside their age-old differences to concen- 
trate on a broad area of cooperation. The 
new spirit of amicability dominated the re- 
cent conference of cabinet members of the 
two governments held in Tokyo. | 

The improved atmosphere echoed the 
rapprochement achieved at the summit 
meeting of Japanese Prime Minister 
Yasuhiro Nakasone and South Korean 
President Chun Doo. Hwan. during 
Nakasone's surprise st; te. visit to Seoul in 
January. The general level of bilateral ties 
also benefit d from the resolütion of a dis- 
pute over revisions in Japanese textbooks. 
The revisions provoked charges that 
Tokyo was trying to gloss over its history 
of invasion and atrocities before and dur- 
ing World War II. 

Prior to the two full meetings between 
seven cabinet members from each side, 
South Korean Foreign Minister Lee Bum 
Suk met his Japanese counterpart, Shin- 
taro Abe, for a discussion of political is- 
sues. These 
reaction to the evolution of Tokyo's unof- 
ficial ties with North Korea, which Japan 
does not recognise diplomatically. Specift- 
cally, Lee’s concern focused on reports 









that socialist members of the Japanese | 
were pressuring 
Nakasone to establish broader contacts 


Diet, or parhament, 
with Pyongyang, including exchanges of 
journalists and trade offices. 

Abe was in no position to make a clear- 
cut, public commitment on the: subject, 
but privately he assured Lee that Japan 
will not revise the current relationship 
with the North which would tip the ba- 
lance of power on the Korean peninsula. 
Abe briefed Lee on Tokyo's outlook of its 
relations with Washington, Moscow, Pe- 
king and Asean. Lee in turn explained the 
objective of Chun's scheduled Asian tour 
next month. 

It was the first meeting of foreign minis- 
ters from Japan and South Korea that had 
touched on matters. beyond. their im- 
mediate concerns. At the centre of the ex- 
changes figured the concept of a ^new era 
partnership" *solidified by Chun and 
Nakasone in January. "This may also sig- 
nify our maturity in dealing with Japan," 
said a South Korean official in Tokyo. 


On trade, Seoul has reached almost the | 
limit of its patience with total deficits since | 


1965 totalling US$23 billion, or 70% of 
South Korea's global trade deficits. As in 
preceding years, however, Japan made no 
concrete concessions on the issue, other 


than saying it was caused mostly by South ; 
Korea's own industrialisation efforts re- - 
quiring huge imports of capital goods from _ 
said. 


Japan. “This is a structural problem,” 


included Seouls nervous — 











At a meeting between Japan's Minister 
for International Trade and Industry 
Sosuke Uno, and Kim Dong Whie, his 
South Korean counterpart, Tokyo 
adopted its classic posture of saying: 
"We'll do our best to narrow the [trade] 
gap." It was vaguely agreed, for example, 


that the ministry will goad prefectural 


chambers of commerce to mount more 
exhibitions of South Korean merchandise. 
But Seoul's request for lower tariff and 
non-tariff barriers and expansion of items 


under the General Scheme of Preference | 


for South Korean products aroused no 

sympathy: South Korea has charged that 

Tokyo's tariff rates on its. light industrial 

products average 10-27% compared with 
5-6% for other countries. 


nanew request by Seoul for industrial 

technology to improve the quality of - 
South + Korean manufactured goods, 
Japan’ s response was guarded but not al- 
together negative. 

However, Tokyo was in no odd: to ac- 
cede to Seoul's s request for technology in 
such areas as industrial robots, car en- 
gines, o a controlled machine 


coe 


ers and ceramics. Both the Japunose Gov- 
 ernment and the private sector fear the so- 
called boomerang effect, whereby trans- 
ferred technology returns to Japan i in the 


form of highly competitive South Korean 
exports: 
Japan is particularly wary of the 


boomerang effect after Tokyo burned its 
fingers in the steel industry. After turning 


over steel-making knowhow to South 
Korea's Pohang Iron and Steel Company, 
the Japanese market has been invaded by 
cheaper products from South Korea. 

The Japanese Government has agreed 
to accept 1,200 engineers from South 
Korea for training over the next four 


years, and an agreement on this is ex- 


pected to be concluded by April 1984. But 
in most cases, South Koreans will ac- 
quire «minor industrial skills rather 
than high- iecur techniques, officials 
said. 

Knotty issues such as efforts to improve 
the legal status of some 600,000 Korean 
residents in Japan and conflicting claims 
over the South Korean-held Tokto island — 
(the Japanese call it Takeshima) were ap- 
parently glossed over in order to preserve 
the newly created amicable mood. Lee 
reacted impatiently when these questions 
were raised by South Korean journalists. 
“Korea-Japan relations are so riddled 
with emotional and historical strains that 
itis like no other issue,” he said. He added 





that he was opposed to dealing with all 
"these problems “in a one-shot eae P 


In an age when character 
is disappearing, four hotels 


Although luxury hotels of the modern kind 
istinetr Ce abound in amazing Singapore, travellers 
6 will find that the Goodwood Group 


Hotels still have character, service and elegance. All of these hotels are within 
an easy walk to the heart of Singapore. One is subtly right for you. 
























ais 
ERSITY GF CALCUTTA Timeless Elegance. : 
À TA —108919The old-worldly Goodwood Park remains 4 , 
the grand style hotel of Singapore. 
m Stately, gracious, sprawling. 
„Its appeal is instantaneous TS 
to the discerning. 


IHEYOK 7 
Unsurpassed Comfor 


The York is centrally located, yet away from the bustle. It is smart 
in decor, and has all the amenities executives and 

holidaymakers demand. Travellers loye it 

for its attention to individual needs a3? 
and its friendliness. 














THE LADYHILL BOND, 
enie: Yet Pleasantly Quiet PA 5 » m Ty 
With peace and tranquility amidst luxuriant E iati s — 
gardens, and chalets built around the; AU 
pool, the Ladyhill offers something — 
refreshingly different. Ambience is 
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definitely leisurely. PES M 7 "BM 


THE BOULEVARD HOTEL SINGAPORE — / 
Affordable Luxury. 


Presently Hotel Malaysia. The Boulevard, with a new wing — 
to be completed in July 1984 will be more luxurious 
than ever and as affordable. It has a savoir vivre 
that is appealing to most. 
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see, GOODWOOD GROU P 


Goodwood Park * York Hotel * Ladyhill * Boulevard Hotel Singapore 
The Four Distinctive Speciality Hotels in Singapore. 


Ay e Reservations: Japan: Southern Pacific Hotel Corporation Tokyo Tel: 508-2341 Tx: 126810 
OTEL Malaysia: Goodwood Park Hotel Sdn Bhd Kuala Lumpur Tel: 929275/6 Tx: MA 31775 
Singapore: Goodwood Hotels Corporation Tel: 7343757 Tx: RS24377 GOODTEI 














Concentrated 
strength reaches 
distant objectives. 


Today, your international bank must be 
strong. Tomorrow's financial needs will 
demand that long term assurance. 

Projects based on complicated finan- 
cial relationships call for a strong partner 
to collect the skills and resources of all 
involved and to focus them correctly. 

Deutsche Bank can give your busi- 
ness the strong focus it requires: through 
total assets of more than US $ 83 billion, 
ranking us among the world's largest 
banks, through our presence in 56 
countries around the world and through 
the combined experience of our staff. 
Plus, of course, our Number One position 
in Germany. 

Put us to the test. 


Deutsche Bank 


Advanced banking for more than a century 


Central Office: Frankfurt am Main/Düsseldorf. Branch 
lo se 


Sorry, 


but De Smet has decided to 
stop beina so modest. 


P Groetaers 
Chairman 


You see, since our first 
patent was granted back in 
1946, we've really been too 
busy to do much talking about 
ourselves. Which is hardly 
surprising when you consider 
our partial and total involvement 
in more than 2200 industrial 
projects in 90 countries during 
that time. Particularly since 
many of these projects were for 
total turnkey installations. 


Everything began with a 
revolutionary process for the 
extraction of oil seeds. This 
process is still very much valid 
today and was followed by a 
series of new techniques for 
refining edible oils. The next 
step was a new system for sugar 
beet diffusion, a method that 
was quickly adapted to handle 
sugar cane as well. Then came 
the development of entirely new 
processes for putting animal by- 
products to good use and 
producing gelatine, and a non- 
polluting method of wool- 
scouring and lanoline recovery. 

j, we have just turned 















_ amassed in pioneering and 





attention to starch and its various 
derivatives : glucose - fructose 
syrups in particular. Two 
complete turnkey production 
facilities are currently under way 
in this area. 


We firmly believe our 
customers to be extremel 
fortunate : after all, they benefit 
from all the: experience we have 
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Vegetable oil plant in Brazil 


. perfecting processes for a wide 


variety of industrial applications. 


That is the story of how we 
came to be the N° 1 specialised 
main contractor for the 
agroindustry . And why be 
eternally modest when you've 
got something to shout about ? 


DE SMET WORLDWIDE 


There are DE SMET companies 
in Argentina, Brazil, Colombia, 
Egypt, France, Indonesia, 
Malaysia, Mexico, the 
Philippines, the Sudan, Spain, 
Turkey and the United States. 
DE SMET is also represented in 
Australia, Chile, Italy, Japan 
and Africa, and our commercial 
and technical people are 
constantly travelling the world 
on assignment. 


DIE SME I 


| SPECIALISED MAIN CONTRACTORS 
1| FoR THE AGROINDUSTRY 
= s Boudewijnlaan 265, 2520 ET 
32/3-449 42 40- Telex : 31824 


Belgium. 
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The oldest airline 
in America is nOW 
the newest way 
to get there. 


ROYAL PACIFIC SERVICE 














Now your clients can fly United all 


the way from Tokyo or Hong Kong. 
We've just begun Royal Pacific 
Service to take them in nonstop comfort 
from Tokyo or Hong Kong to the U.S.A. 
We're America’s first and largest 
airline. Only United lets you book your 
clients from Tokyo or Hong Kong to over 
100 U.S. cities without changing airlines. 
And rest assured they'll be well taken 
care of. The same dedication to 
outstanding service that made us the first 
in the air with stewardesses is still going 
strong. 
So recommend United. All the way. 


SEATTLE 


PORTUM cd 





UNITED AIRLINES 


e Bangkok, Thailand @233-5900-9 e Hong Kong @ (5) 261212 
e Jakarta, Indonesia @323 707 ex.1934 e Kaohsiung, Taiwan 
@2017181 è Kuala Lumpur, Malaysia @ (03) 424311 e Manila, 
Philippines @868051-5 e New Delhi, India ,* 386274 e Osaka, 
Japan @445-7341/4 e Seoul, Korea 753-3202 e Singapore 
143362576 è Taipei, Taiwan @7001021 * Tokyo, Japan 
14213-4511 


1983 United's flight pue ds Cgulinue our Seattle/Portland — Chicago and Seattle — New York are existing 
tradition of "Friendly Skies" se domestic flights. 
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Handles for ice-hockey sticks are among Mahogany's main products. These world famous sticks are used more than any other by international players, 
including those in the USA and Canada. 


RAUMA-REPOLA OF FINLAND: 


REFERENCES RESOURCES SUPPORT 

Rauma-Repola of Finland is known The veneer and plywood specia- Whatever your questions concem- 
for the highquality products turned list Mahogany represents only part ing veneer and plywood, do not hesi- 
out by its Mechanical Woodworking of the Rauma-Repola Group. tate to ask for more information. 
Division. Products from the veneer With a turnover of more than Rauma-Repola's technical customer 
and plywood specialist Mahogany, USD 1,000 million, Rauma-Repola is service provides assistance with all 
part of the Rauma-Repola Group, one of the largest public industrial new projects and products. 
are marketed throughout the world. groups in Finland. Oil-drilling rigs, 

Mahogany's main products are ships, machinery and equipment for 
sliced and rotary-cut veneers made the mining and forest industries, 
from Scandinavian pine and birch, paper and pulp, sawn timber and 
but the company also manufactures prefabricated houses are all included 
other types of veneer and form- in the Rauma-Repola product range. 
pressed furniture parts. All of them With over 7096 of production 
are made from individually selected going for export, Rauma-Repola's 
logs for the very best quality. contribution to Finland's total ex- 

The quality of Mahogany's multi- ports is over 5%. . 


purpose aircraft plywood has won 
special acclaim. This highly refined 
product is used for the interiors of 
doors on Rolls Royce cars, in making 
gliders, model airplanes, boats, toys, 
puzzles — and even business cards. 


For more information write, phone or telex Rauma-Repola, 
Head Office, Marketing Department (D2): Snellmaninkatu 13, 
SF-00170 Helsinki 17, FINLAND, telephone: (+3580) 18 281, 
telex: 12-4514 rrhki sf, cables: raurep Helsinki, 

or contact: 


Rauma-Repola (Asia-Pacific) Ltd, (D2): Stevens Road 11 A, 
Singapore 1025, telephone: 734 6285 telex: 36703 raure rs. 


ALL-ROUND KNOW-HOW BY RACGMA-REPOLA: SPECIAL TANKERS, DRY CARGO, RO-RO AND OTHER VESSELS, SHIP GEAR, OIL DRILLING RIGS AND 
SHIPS; WOOD-PROCESSING MACHINERY; MINING AND METALLURGICAL MACHINERY; CONSTRUCTION MACHINERY: NEWSPRINT AND MAGAZINE 
PAPER; KRAFT SPECIALITIES: DISSOLVING PULP; SAWN TIMBER: PLYWOOD AND PREFABRICATED HOUSES 


RAUMA-REPOLA 





RSD057C 


"With a view like this, 
I'm tempted to spend an extra 
couple of days 
in Sydney.” 


The Regent of Sydney could not 
be more superbly located. Tower- 
ing into the skyline at the border 
of Sydney's historic Rocks area, 
this hotel has services and facilities 
to rival the world’s great hotels, 
and views that surpass most. 
The elegance and warmth of your 
welcome persist throughout your 
stay. From the pageboys who 
usher you into the impressive lob- 
by with its polished granite floors 
and skylit garden, to the chamber 
music that filters through the Mez- 
zanine and lobby levels every 
evening. 

Above, the largest guest rooms in 
downtown Sydney await. With 
Italian marble bathrooms, atten- 
tive service and views that tempt 
you to stay a while longer. 

With an outdoor pool perched 
high above the harbour, the ¢ Ity's 
finest conference facilities. and 
some of Sydney's best after-dark 
entertainment, The Regent of 
Sydney is, from every point of 
view, a hotel for perfectionists. 


the 


A REGENT " INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA.COLOMBO. FIJI. SYDNEY 
MELBOURNE. HAWAII, ALBUQUERQUE. 
NEW YORK. CHICAGO. PUERTO RICO 





SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 








e PREDICTIONS for this year's lunar 
Year of the Pig by Chinese soothsayers 
were mixed, ranging from disastrous to 
highly auspicious, so 1 was somewhat 
surprised to learn that the portents could 
not have been worse. Reading through 
an issue of the Royal Society of Asian 
Affairs' journal, a friend was struck by 
the statement: “1923 also happened to 
be the last year of the Chinese calendri- 
cal cycle of 60 years, when disasters were 
always considered most likely." 

It is true that, according to the Chinese 
calendar, years rotate in a complicated 
system of 10 heavenly stems and 12 
earthly branches in 60-year cycles. AI- 
though I cannot trace any great catas- 
trophe occurring in China in 1923 (it was 
two years after the foundation of the 
Chinese Communist Party!), a massive 
earthquake caused great loss of life in 
Tokyo. where the same lunar system is 

The present Year of the Pig thus 

marks another final year in the 60-year 
cycle — 5* € or guihai. In superstiti- 
ous Hongkong, one dreads to think what 
must be endured before the next cycle 
begins in February 1984 — by which 
time, of course, we will be well into what 
George Orwell has made the Year of Big 
Brother. - 
e ONE tragedy — the collision of a 
military training aircraft and one of the 
Tridents operated by China's national 
airline, CAAC, at Guilin airport — cast 
a retrospective gloom on the light- 
hearted comments I had to make on that 
airline's safety standards in this column a 
few weeks ago (REVIEW, Aug. 25). This 
was the second Guilin tragedy involving 
a CAAC Trident — last year 112 people 
were killed when one crashed into à 
mountainside. Nevertheless, advertise- 
ments for CAAC are still inviting pas- 
sengers to "Relax in comfort — and in 
the knowledge that we have one of the 
finest safety records in the world." 

By the way, the same advertisements, 
showing a map of the airline's domestic 
routes, show Hongkong as being "UK 
occupied." 
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e OUTSIDE the CAAC office in Pe- 
king is a large blackboard on which a 
businessman friend recently spotted the 
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following, somewhat puzzling, chalked 
message: “Mr Cheam T. C. from Singa- 
pore, you will never get a flight to Can- 


ton.” One's full sympathy goes to the 
poor Mr Cheam — whether the message 
was from a disenchanted casual friend 
who had given up trying to get a booking 
or whether it was a cryptic threat from 
CAAC itself. 

e WHATEVER CAAC' troubles, 
they pale into insignificance beside those 
of Air Vietnam — which a long-term re- 
sident of Hanoi has calculated is 800 
times more dangerous to fly than any 
other airline. While this traveller cannot 
vouch for the veracity of this computa- 
tion, Air Vietnam does seem peculiarly 
accident-prone. Hanoi, like most 
socialist regimes, does not publicise air- 
craft crashes, but observers suspect that 
the steady replacement of the DC6s and 
DC3s left behind in Vietnam by the 
Americans by Soviet-made Yaks, An- 
tonovs, Tupolevs and birds of like 
feather is not solely due to obsolescence 
or the lack of spare parts. 

Rule No. | for passengers in Vietnam 
is to avoid the Yak 40 Trijet at all costs. 
While it is a solid aircraft — though a gas 
guzzler — the Yak 40's fuel pumps have 
a distressing habit of cutting out, a 
characteristic which becomes quite hair- 
raising during takeoff. Cross off three 
Yak 40s, says our informant. 

Rule No. 2: if you take a Tu 134 that 
flies the Hanoi-Ho Chi Minh City route 
over the Gulf of Tonkin, take a spare life 
jacket with you, as you will not find one 
under your seat. This model of the 
Tupolev would benefit from a better-de- 
signed windscreen, which has an unfor- 
tunate propensity to shatter in flight — 
inwards of course. Cross off one co- 
pilot. 

Rule No. 3: don't fly in a freight- 
carrying Il 18 half full of unsecured rice 
bags. When the pilot of one of these air- 
craft banked (to the left of course), the 
rice bags followed suit. Cross off one Il 
18. 

Rule No. 4 (for pilots only): if your 
DC6 is scheduled to fly non-stop from 
Ho Chi Minh City to Hanoi and has only 
just enough fuel for the journey, don't 
make an unscheduled stop at Danang to 
pick up a friend and eight TV sets. Cross 
off one DC6, eight TV sets and one bat- 
tered rice paddy, 30 miles south of Hanoi 
/ airport. 

Rule No. 5 (for governments only): if 
you own a Boeing 707, think twice be- 
fore flying it to Bangkok. According to 
our informant, Hanoi finally retrieved 
an aged 707 which once belonged to Air 
Vietnam and which was flown to Hong- 
kong just before the fall of Saigon (now 
Ho Chi Minh City). When Hanoi finally 
got it back it arranged for the Irish flag 
carrier Aer Lingus to train a Vietnamese 
crew and (no Irish jokes here) insisted 
that the training should be completed 


within one week. The 707 and its uncer- - 
tified crew was then put on domestic 
routes, until an unidentified cadre in 
Vietnam's civil aviation administration — 
(who is now undoubtedly shovelling — 
nightsoil down on a remote collective ' 
farm) decided that it should go interna- 
tional. 

The aircraft, packed with refugees 
leaving under the United Nations Or- 
derly Departure programme, flew to 
Bangkok where on the approach run its 
flaps decided to cease functioning. Some | 
of the refugees later claimed they wished 
they had left by boat . Tu 

While the pilot did manage to bring 
the aircraft in, the landing gear also de- 
cided not to function. Cross off one land- | 
ing gear. Three days later, spares were — 
flown in from Paris. Enter the Thai au- | 
thorities: the aircraft was Vietnamese, — 
therefore all spare parts must be flownin — 
from Ho Chi Minh City. 


After three weeks, repaired at out- | - 


rageous cost, the aircraft limped home to 
Vietnam. But Hanoi refused to learn its. | 
lesson and the aircraft is reportedly now | 


not only flying domestic routes, but is | - 


also commuting to Rangoon and 
Bangkok. | 
e OUR informant also claims that the | - 
fuel gauges of the Soviet-built An 24s - 


which Vietnam obtained from East Ger- r 


many are inoperative, so their pilots now Ju 


check the fuel levels prior to departure — 
by dipping a bamboo pole into the fuel 
tanks. But they should be warned that — 
even this method is not infallible — as |: 


witness Air Canada's Boeing 767 which | 
recently ran out of fuel in mid-air, Its |. 


fuel tanks had been checked by à . 
dipstick, but someone got the metriccal- | 
culations to convert the reading into f 
kilograms wrong — and it took off with — 
only half the fuel it needed. 
e OUR diplomatic correspondent, — 
Nayan Chanda, recently flew from f 


Bangkok to Dhaka via Rangoon, finding | 


the interior of Bangladesh Biman's Boe- — 
ing 707 looking strangely empty. All the | 
overhead racks had been stripped out — | 
presumably to discourage bulky hand- — 

baggage. The stratagem was not effec- 
tive: Bangladeshis trooped on board car- 
rying many bulky packages (mostly car- f 


tons containing hi-fi stereos and other | 


electronic goodies) and jammed them — 
down between the seats, forcing them to 
travel either sitting in the lotus position 
or with the knees drawn up to their - 
chins. 

Chanda was not much comforted 
when the stewardess announced that the 
flight would take 1 hour, 20 minutes and 
would land at Rangoon airport — "Insh' 
Allah," or God willing. Neither were his 
nerves improved by a cartoon in a Dhaka 
newspaper showing a Biman sign read- 
ing, "Fasten seat belts, Extinguish 
cigarettes and Khuda Hefez!" — in other 
words, God be with thee, or Goodbye. 
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A question of stability 








The recent anti-government violence in Sindh threatens 


— By Husain Haqqani 


Karachi: Although the recent anti-gov- 
ernment campaign by Pakistan's opposi- 
tion has failed to spread beyond the south- 


— ern province of Sindh, it has succeeded in 


raising fresh doubts about Pakistan's long- 


term stability. 


Leaders of the eight-party Movement 


for the Restoration of Democracy (MRD) 


privately admit that the present campaign 


_ does not have the public support needed 
— to topple President Zia-ul Haq’s govern- 


ment or force it to make concessions. 


— Most parties in the MRD have little or no 
— mass following and the alliance draws its 
— Strength solely from the Pakistan People's 
— Party (PPP) of former prime minister Zul- 
fikar Ali Bhutto. Since it began last 
—month, the opposition campaign has re- 


sulted in scores of deaths and several ar- 


— rests, including all major leaders of the 
PPP and MRD. Demonsirations have 
— taken place mainly in the small towns of 


Sindh — Bhutto's home province and a 
PPP stronghold. 

The MRD demonstrations have often 
been violent, and some of the Sindh 
casualties have been the police, who were 
fired at by demonstraters. The violence 
has also become communal in places, with 
pro-PPP native Sindhis attacking Punjabi 
settlers whom the Sindhis accuse of back- 
ing the armed forces. Despite the PPP's 
claims of a mass following in Punjab, the 
anti-Punjabi nature of the campaign in 
Sindh has kept the province from par- 
ticipating in the movement. Karachi, the 
capital of Sindh and Pakistan's largest 
city, also has been little affected by the 
MRD campaign though it has traditionally 
been the centre of all democratic move- 
ments in the country. This is attributable, 
in part, to the predominantly non-Sindhi 
population in the city, which is apprehen- 
sive about Sindhi domination. 

According to MRD organisers, the 
trouble in Sindh ts intended to “break the 
calm” and weaken international support 
for Zia. Over the past few years, Zia has 
improved his image considerably and 
emerged as a respected Asian statesman, 
leaving behind his previous image of being 
a weak military ruler. Demonstrations, 
however limited, coupled with violence 
and international publicity are seen by 
PPP leaders as a means of reviving their 
own claims to leadership tn Pakistan or, at 
least, to the right of questioning the mili- 
tary's right to govern. The worst-case 
scenario for the MRD is a fizzling out of 
the movement at home, but with Zia's 
prestige abroad considerably damaged. 
The best the opposition can hope for is in- 
creased pressure on Zia from the West to 
restore democracy and accept the opposi- 
tion's demands. 


54 


to undermine international confidence in Zia's government 


The opposition has devoted much time 
and energy to orchestrating international 
media coverage for the events in Sindh, 
though their campaign hardly matches 
that of the Pakistan National Alliance 
(PNA) during the last days of the Bhutto 
regime in July 1977. In its first four weeks, 
the PNA campaign had resulted in nation- 
wide demonstrations, strikes in several 
cities and almost 20,000 arrests for Gan- 
dhi-style civil disobedience. The MRD, 
on the other hand, has not been able to 
take its campaign beyond Sindh and does 
not have enough volunteers to court ar- 
rest; most of the present detainees have 
been arrested for specific charges involv- 
ing violence. Those volunteering for ar- 
rest, however, do so in full view of press 
cameras, and international newsagencies 


- 





Zia: an image of statesmanship. 


are given copies of photographs of de- 
monstrations taken in remote provincial 
towns. 


he government's initial response to 

the events in Sindh was to play them 
down. The national press was allowed to 
report the events as they liked, though 
usually the official version was given equal 
prominence. Zia himself went ahead with 
a scheduled trip to Turkey and refused to 
pay attention to “a handful of foreign-in- 
spired saboteurs" other than instructing 
law-enforcing bodies to be tough with 
them. Now, however, the government has 
started feeling the pinch of adverse over- 
seas publicity, and Zia has been touring 
the affected region in an attempt to prove 
his contention that his government is not 
as unpopular as it may seem. 

Zia may well be right. Unlike previous 
governments, which were deposed in the 
aftermath of such demonstrations, Zia 
does not have to fear military intervention 


bu 
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to prevent civil war. The government may 
be disliked and disapproved of in some 
quarters, but is not the object of hate of 
any particular group. The PPP in Sindh 
may be an exception, but its followers 
have not reached the point where they 
would rather sacrifice their lives than ac- 
cept the government — a sentiment that 
was common among Islamic activists op- 
posing Bhutto in 1977. 

Zia has built up a constituency for him- 
self through his Islamic reforms, which are 
opposed only by a limited section of the 
country's Western-educated urban elite. 
While the demand for democracy is wide- 
spread, most political groups appear will- 
ing to negotiate with Zia over it rather 
than confront the military and destabilise 
the country. 

The MRD's biggest failure has been in 
broadening its base and securing the sup- 
port of a wider section of the political 
spectrum. Except for Air Marshal Asghar 
Khan's Tehrik-i-Istiglal party and Sardar 
Sherbaz Mazari's National. Democratic 
Party, most political parties which op- 
posed Bhutto in 1977 are still reluctant to 
ally with the PPP. In its five-and-a-half 
years in power, the PPP hardly upheld 
democratic principles in their entirety, 
and several politi- 
cians fear vengeance 
should it return to 
power. Four Islamic 
parties, led by the 
Jamaat-i-Islami and 
the Muslim League, 
are presently dis- 
cussing the forma- 
tion of a rival al- 
liance to the MRD 
on the dual plat- 
form of Islam and 


democracy. Such 
division between 
political parties 


never existed in the 
past, and the 1968 
movement against 
Field Marshal Ayub 
Khan, who seized 
es power in 1958, as 
well as the 1977 campaign against Bhutto 
were supported by all democratic political 
forces irrespective of ideological differ- 
ences. 

While the fragmentation of the opposi- 
tion and the limited character of the 
MRD's campaign appear to be a blessing 
for the martial-law government, they 
create two major problems which have a 
bearing on Pakistan's future. The polari- 
sation between Left and Right, secular 
and Islamic, which prevents a more 
broadly based political alliance in the 
country, is likely to intensify further and 
even become violent. Should Zia hold 
elections in 1985, as promised, the politi- 
cians' inability to come to terms with each 
other will continue to be cited as justifica- 
tion for the military's role in national poli- 
tics. Moreover, the age-old argument over 
whether democracy is suited for a country 
having violent contentious factions will 
persist. 

The localisation of the recent political 


SEPTEMBER 79. 1983 FAR EASTERN ECONOMIC REVIEW. —— 


Vp pos em ; š 
Cu ne uU 




















“eh Management yeu 
to question whether the 
innovations for their o 
for yours. At Chemical, v 
Call it news unless we € 
improve the way we and ot 
tomers communicate wit 
other That kind of commitment M : | aee. ^ OUsandsor Corporations ana 
is Chemicals tradition. Its made. — —— m| — um banks allover the word. 








us the brains in the business. — mimm MEER — vvere also leading the way 
Today, Our Financial Services . meme — | "im  Incorporate-to-corporate trade — 
ivision offers corporations a. - | TORUM E ae D 


remarkable cash manag 
system. DirectLink ™ Byj 



















printouts, our Direc 
lets your computers 
detailed balance and 
tion information at ! 





TURA 


RES 


us 
EN 


* 


SER 


83 


For more information, call: 
Kay T Shackleton, VP. 
212-309-5639 © ; 








— l 
unrest in Si Foes not augur well. It 


E aiten the willingness of the Sindhi 
feudal leadership, which dominates the 
provincial PPP, to create commùnal dis- 


_ turbance in its bid to regain the privileges 
_ it lost with the imposition of martial law. 


Just as Mumtaz Ali Bhutto, cousin of the 


- late prime minister, has called for a Sindhi 


struggle against the predominantly non- 
Sindhi military, rival politicians have 
Started organising Sindh’s non-Sindhis. 


Zia’s refusal to recognise anything but a 


Pakistani national identity and his insist- 
ence on patriotic symbols has kept the 
Sindhi vs non-Sindhi dimension of recent 


disturbances to a minimum. But the pro- 
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vince could flare up again as it did during 
language riots soon after the PPP's as- 
sumption of power in late 1971. 

G. M. Syed, a veteran Sindhi politi- 
cian and founder of the Sindhu Desh 
movement, recently called the Sindh 
events “a Sindhi national revolt against 
colonialism.” Moderates in the PPP are un- 
likely to support such extreme statements 


but their refusal to condemn the ex- 


tremists contributes to communal ten- 


— sions. While military hardliners are likely 
to use such pronouncements as justifica- 
tion for tough action against what they call 


"Sindhi secessionists," they are also un- 


likely to endear the PPP's Sindhi leader- 
ship to Punjabis, 


Pathans and Urdu- 
speaking refugees from India’s partition. 
A widening of the gulf between various re- 
gional groups and political parties will 
help sustain the Zia government longer, 
but it will also contribute to long-term po- 
litical instability. 


Z: seems conscious of these problems 
and appears confident that he can re- 


solve them. He plans to go ahead with local 


elections — the second held since he came 
to power — this year and hopes that they 
will provide the political training needed 
for a transition to democratic government 
after the general election scheduled for 
1985. The election would either be on the 
basis of proportional representation, with 
permission only for registered political 
parties to participate, or on a non-party 
basis. In the event of the latter, Zia 
is considering the so-called Egyptian 
system: creation of political parties 
of Left, Right and centre after non-party 
elections. 

But in either case, leftist groups and the 
PPP are unlikely to be allowed to partici- 

ate. Zia believes the present political 
E denihip will gradually be eliminated 
through infighting and lack of public con- 
tact. Politicians, on the other hand, dis- 
miss this as wishful thinking on the part of 
military leaders. 

"By the time we hold elections, the old 
guard will be gone, and there will be a new 
generation of sensible political leaders," 
said a Zia aide. An elder statesman 
who enjoys Zia’s confidence said: 
"The present politicians have failed to 
learn that a country like ours can only 
have consensus democracy. Until they 
build the consensus, Pakistan will be ruled 
by generals. If it is not General Zia, it will 
be general disorder." 
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fter 30 years, new facts have emerged 
on the Occupation of Japan in a de- 
tailed study by an American professor, 
Roger Buckley, now based in Japan with 
a Japanese wife, who has had access to 
recently released official documents 
from British, American and Japanese 
sources. 

In Occupation Diplomacy — Britain, 
United States and Japan, Buckley 
reveals that Britain and Australia had far 
more influence on Occupation policy 
than had been suspected and that Britain 
and the US launched the trial of the Ja- 
panese “war criminals" as a sequel to the 
Nuremburg trial of the Nazis. Curiously, 
the Soviet Union lurched in belatedly to 
support the Tokyo trial but then wanted 
to have everyone hanged. 

According to Buckley, the US pro- 
posed approximately 100 “criminals” 
while Britain originally nominated 11 






MacArthur and Hirohito: 
a dispute over prosecution. 


total) 
but reached agreement on 28. "Britain 
succeeded in beating back the United 
States attempt to add what the British 
defined as ‘intermediate’ war criminals 


(an appropriate cricket-team 


to those indicted," Buckley records. 
"Any trial fer this category, comprising 
bankers and journalists, was strongly op- 
posed by Foreign Secretary [Ernest] 
Bevin, who said: 'The intermediate 
group are probably not war criminals in 
the widest sense of the word'." Britain 
also strongly and decisively opposed the 
US wish to prosecute Emperor Hirohito. 

Of the 28 who were eventually ar- 
raigned, Prince Konoye escaped trial 
and certain hanging by poisoning himself 
at home the night before his arrest. 
Former foreign minister Yosuke Mat- 


suoka and Adm. Osami Nagano, the: 


naval chief-of-staff who approved the 
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Pearl Harbour attack, also eluded the 
rope by dying. 

So 25 prisoners lasted the distance, 
confronting the black-robed team of 11 
judges. After two-and-a-half years of 
confused and boring trial, seven were 
hanged, 16 sentenced to life imprison- 
ment, one sentenced to 20 years, and — 
the grossest miscarriage of justice — 
Mamoru Shigemitsu, the foreign minis- 
ter who signed Japan's surrender to 
Gen. Douglas MacArthur after the lost 
war which he had vainly opposed, sen- 
tenced to seven years. The marathon 
trial could have lasted much longer had it 
not been for the impatience of the force- 
ful Australian judge, Sir William Webb, 
who was chairman of the divided tribu- 
nal and a good friend to us pressmen. 

Buckley, I reckon, should have given 
more detail about the scandal of 
Shigemitsu's sentence. The Russkies 
were after him because they disapproved 
of his record as ambassador to Moscow 
in 1936-38. It was also known that, as 
ambassador to London in 1940, he had 
vainly, if then secretly, cooperated with 
the British Foreign Office in the hope of 
keeping Japan out of the war. 

A mass of evidence, supported by vol- 
untary testimony from British and US 
leaders, was presented to the tribunal to 
establish that Shigemitsu increasingly 
opposed the initial military plotting and 
that his influence as a cabinet member 
was devoted to ending the war. The pro- 
secution made no attempt to contest this 
evidence. 

George Furness, Shigemitsu's able 
Boston counsel (still engaged in legal op- 
erations in Japan), petitioned MacAr- 
thur for Shigemitsu's release, arguing 
that his sentence, with all its implica- 
tions, made it a crime for an advocate of 
peace to join a cabinet during a war in 
order, openly or covertly, to end the war 
which he had failed to prevent. 

Shigemitsu, who limped on a wooden 
leg after having been the victim of an as- 
sassin's bomb in Shanghai in 1932, was 
released on parole after five years in 
Sugamo prison. His first request was to 
be driven to the Double Entrance of the 
Imperial Palace, where he alighted and 
bowed deeply in reverence to the em- 
peror. 

His family villa, with most of his 
treasured belongings was mysteriously 
burned to the ground the day before his 
release. The police never discovered 
whether the terrorist hands that de- 
stroyed his home belonged to old Japan- 
ese militarist foes or new Japanese com- 
munist foes. Shigemitsu accepted the 
new disaster with a shrug. He had not 
changed. He became the leader of a new 
opposition conservative party, practi- 
cally indistinguishable from the existing 
ruling Liberal Democratic Party. 
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The China 
Official Annual 
Report 1982/83 


All the information 
on China you'll ever 
need! 

Now only US$60.00 





The 939-page China Official Annual Report is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What is it? 

The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
Company, a group of dedicated professionals who know 
China intimately. The result is a book of unmatched 
breadth and depth. 

Who needs it? 

Completely indexed, the COAR 1982/83, like the Law 
Annual, places thousands of facts and bits of information 

at your immediate disposal. And like its companion 
publication the COAR is essential to businessmen, 
financiers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
Liberal use of charts, maps, tables and colour photos 
makes the COAR enjoyable as well as informative 
reading. 

How to get it 

Order your copy(s) now by simply completing the 
coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). 


Order both books and save US$15.00. Clip and mail this coupon today! Send to: 
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Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 
China's legal system. 
Now only US$85.00 


The continued redirection of China's priorities tows rds 
foreign trade and its broadening contacts with other - 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report - 
now puts these changes into perspective in a single hanc 
up-to-date volume. 
What is it? | 
The Law Annual Report is the most up-to-date, — 
complete work of its kind. With its easy, readable form 
and clear indexing this 536-page volume literally places — 
China's legal system at your fingertips. 
Who needs it? E: 
If you are a lawyer, a business executive, financier, — 
industrialist, or anyone currently doing or planning to dc 
business with China then the Law Annual Report isa- 
must for you. A small investment in this book today 

could save you money, time and wasted energy in We 
future, 
Professors or students of China will find the Law Annua 1 
Report an endless source of information essential to th e 
true understanding of the legal system of this enigmatic. 
giant. di 

How to get it + 
Simply complete the coupon below today and send _ 
together with your payment in the amount of US$85.00 
(or equivalent i in your local currency) per copy to the ^ 
indicated address. E 
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Buy both and save US$15.00. | 
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The China Official Annual | 
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Is off and running 


By Roger Pulvers 


"Tokyo: “I am different from the playwrights who began their ac- 


tivities in the 1960s,” says Hideki Noda laconically. “I don't have 
2 their complex vis-à-vis the West. No American ever threw me a 
E stick of gum from the seat of a Jeep." 


> 


At 27, Noda is the most brilliant young playwright working in 


Japan today, a man of many talents who not only writes plays. 
but who acts in and directs all of his dramas. “Ten or 15 years 
~ ago,” he says, “plays were written about Japanese men crossing 


the sea to Korea or Manchuria for the war or something. I didn't 


understand these things, not directly at least. I was too young for 


the radical student demos as well. I can't get into that older-gen- 


 eration stuff.” 


What exactly is that “older-generation stuff?" And how does 


the present theatre boom, which is of unprecedented propor- 
tions, link up with it? The answer is that the boom tells us 


explicitly of the changes that have affected this country in the 
past decade. Theatre is a key to the generations. 

As late as 1975 a number of Japanese playwrights were 
gloomy over the fact that modern theatre had never managed to 
take root here. Japanese of ¿ll ages love Western films and with 
a greater fervour, in the main, than they do their own. European 

aphic art is worshipped: the most popu- 

ar coffee-shop chain is called “Renoir.” 


roads into this culture and with great im- 
pact. "I couldn't believe it when I went to 
Disneyland in California the other day," a 
young Japanese said recently. "It's just 
like ours!” 

Only theatre, it seems, has had to “swal- 
low the cold rice," the Japanese expres- 
sion for playing second fiddle. Some of the 


Chekhov, Shakespeare and nearly every 
other established Western dramatist have 
been seen in Japan's theatres from the 
time of the first truly Western-style 
dramatic presentation — Ibsen's Jan Gab- 
riel Borkmann — was performed here in 
1909, 

Japanese actors earnestly donned putty 
noses with high bridges, false bushy 
brunette eyebrows and white pancake makeup and affected a 
pseudo-Western voice, running about and wildly gesticulating. 
In a production of The Merchant of Venice in the early 1950s; an 
actor stepped out some moments before the play was to start. 
"We shall speak very fast in the play we are about to perform," 
he told the audience. “We must speak all the lines in the original 
Shakespeare, without omitting anything and within a given time." 

Audiences over the years have been patience personified. 
Naturalistic theatre was a Western import, and, as such, came, if 
a little late, as part and parcel of bunmei kaika, or civilisation 
adopted from the West during the Meiji period, which began in 
1867. It came weighted with social messages and dutiful realism, 
and froze in that state for decades. Audiences at theatre presen- 
tations were there for cultural lessons, for the morals of the 
story. 

Relevant social messages were lacking in their own traditional 
genres of theatre, and shingeki, modern Western theatre, pro- 
vided an alternative which was at once terribly serious and 
acceptably high-brow. Even the comedies were presented and 
viewed with a great seriousness of purpose. Some people who 
were critical of this blamed Japanese actors and audiences, say- 
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Noda; actors in action: a new wave comes up from underground. 


ing that the Japanese were unable to understand humour. No 
one bothered to see that the very foundation of shingeki — its 
presentational style — was misinterpreted in its origins, mis- 
directed in its development, and miscast as an art form of com- 
munication. 

Then, in the early 1960s, an alternative theatre scene 
emerged, labelled angura, a Japanese-English hybrid shorthand 
for underground. This word has recently been dropped, and the 
phenomenon is now referred to as the Little Theatre Movement. 

Wholly obsessed with native preoccupations, it was not en- 
tirely inspired by native ideas, for the practitioners of the Little 
Theatre Movement took their cue as much from the West's own 
anti-theatre or absurdist trends of the 1950s as from kabuki or 
noh or Japanese folk performance. 

Minoru Betsuyaku's plays with their attenuated dialogue and 
repetitive plotting would be unthinkable without early Beckett; 
Juro Kara of the Situation Theatre owes a debt to French sur- 
realism and French culture, which he studied at university. The 
famous playwright Hisashi Inoue is often inspired by Brecht. 

This is not to say that these playwrights are not totally Japan- 
ese. They are. Indeed, they comprised the first generation of 
writers to destroy the barrier between what was considered Ja- 
panese and Western. And they did it to such an extent that any 
reference to their “Japaneseness” is meaningless, this being a dis- 
tinction which exists only in the minds of some Westerners who, 
coming to Japan for the first time, find it hard to come to terms 
with several contradictory realities existing quite happily within 
a single confine. 

In 1963 Tadashi Suzuki produced Betsuyaku’s play Elephant, 
which is about social discrimination against A-bomb victims. 
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since then Betsuyaku has written more than 50 plays, all in his 
distinctive minimalist style. Betsuyaku never returned to the so- 
cial-message play that Elephant was, but chose instead to outdo 
Beckett. The *maximalist" of the Little Theatre Movement was, 
and is, Kara. If there is a cult figure in Japanese theatre it is him. 
His style is rough and flamboyant, full of parody and stunning 
images 

The red tent, in which Kara's plays are performed, tours the 
country and also overseas to Brazil, Bangladesh and to Palesti- 
nian refugee camps. In the late 1970s, some of his work began to 
get large proscenium-arch productions. Now these are more 
common than his tent shows. Kara and his troupe were products 
of Shinjuku bunka, the culture of Shinjuku, the district in Tokyo 
which turned the radicalism of the 1960s into an art. 

“Shinjuku culture," Kara said, “grew out of the demonstra- 
tions against the security treaty with the United States. It express- 
ed itself in every art form. There were the films of Nagisa Oshima. 
In painting there was Shinohara, in poetry Taijiro Amazawa and 
in music, Yosuke Yamashita. Theatre grew out of these, and so 
was able to draw on them all. Shingeki and TV had become stifl- 
ingly dull. I suppose I came out of this movement." 
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Kara is no longer underground. He has arrived and has brought 
his theatre with him. Another transformation and move from 
the fringe is that of Yukio Ninagawa, the leading director in 
Japan. In July Ninagawa took his iconoclastic production of 
Medea to Italy and Greece. He is the only director in Japan 
today whose name alone can draw an audience 

Ninagawa, too, started in Shinjuku, doing plays at the Shin- 
juku Bunka Theatre after the film shows were over. “We were 
Striving to express the political through the poetic,” he says, “but 
then I had my shock. I discovered that virtually no one in the au- 
dience was following the meaning of the plays. The new genera- 
tion of theatre-goers hadn't experienced our political trials of 
the 1960s and couldn't follow our dramas, so I decided to quit 
Shinjuku and change my theatre.” 

Another playwright who started his career in Shinjuku was 
Shuji Terayama. He died on May 4 of this year, aged 47. Japan 
ese theatre then lost one of the key voices of the Little Theatre 
Movement 


Kor [suka occupies the generation between Kara and the 
young Noda. (A generation in Japanese arts now lasts about 
7 years.) Tsuka founded his own group in the early 1970s to pro- 
duce his plays. He had a hard time breaking in, for he is of Ko- 
rean descent and had to fight the sniggering discrimination of 
this extremely racist society. Still, his play Kamata March broke 
all box-office records last year at Kinokuniva Hall in Shinjuku. 
and the film was an even bigger success 

Nevertheless, a few months ago somebody wrote that, while 
Kamata March was à hit last year, what has he done since then? 
Was he, in effect, finished? This is typical for Tokyo. If one 
drops out for six months one is a has-been. Inoue went to Aus- 
tralia in 1976 for five months. When he returned, he came back 
with a new play, Rain, and it was hailed as a "comeback." 

Shingeki, with its staid productions of European classics, has 
now lost all ground to the avant-garde and the commercial. 
When people speak of a boom in the threatre, it is in these two 
areas. The avant-garde, however, is not an exclusive preserve 
for angry experimentalists. Working in it now are people such 
as Noda, Kara, Tsuka, Inoue and Eriko Watanabe, the first 
female playwright in Japanese history 

Watanabe has her own troupe and she is also a stunning per- 
formerin her own right. Her plays are episodic, moving from in- 
cident to incident, often without logical links. In this they resem- 
ble Noda's. This is a vital point about Japanese drama of the 
1980s. If there is anything young Japanese resent it is fuddy- 
duddy seriousness about themes. To the teenagers of Japan 
shingeki is too heavy. But so is the Little Theatre Movement 
with its concerns about social issues, wars, American influences 
and so forth. 

The generation that flocks to see the plays of Noda and 
Watanabe does not think that there are too many English words 
in Japanese and furthermore they do not care Their hamburger 
is dearer to them than their ramen (noodles); their Star Wars 
doll is as cuddly as their stuffed panda made in South Korea. 

This generation has been called the run-run generation (pro- 
nounced "roon-roon"). The word means to whoop it up 
Perhaps the 1920s American term “boola-boola” comes closest 
in meaning. It does not matter what one is doing so much as the 
fact that one is doing it to one's heart's content and to the puz- 
zled consternation of one's elders. That the older generation 
mistakenly labels them as mindless makes it all the more enjoy- 
able to run-run 

One might say that the younger generation's theatre lacks 
content. What is important to its audience is that they see actors 
running about the stage and speaking their lines with a boister- 
ous enthusiasm, sweating hard over a single message that tells 
them: “Discover everything for yourself and have a good time 
doing it.” 

For this generation, the older Japan, first with the war and 
later with the hang-ups over its aftermath, can only be presented 
and viewed, if at all, in the form of parody. They give “that older- 
generation stuff" only a swift, passing glance. D 
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— By Bunny Suraiya 


6 You can hang Bhutto, but Bhuttoism will 
haunt you every living moment of your 
life, till you are toppled by another gen- 
4 - eral.* 


if m words from the play Bhutto, writ- 
E ten by the Indian actor and filmmaker 
turned dramatist I. S. Johar, have 
— —achieved topicality in the context of grow- 
ing popular unrest in Pakistan against Pre- 
$ sident Zia-ul Haq's military regime. 
Even as the Pakistani police arrested 11 
— members of former prime minister Zul- 
$ € fikar Ali Bhutto's family and resorted to 
‘tear gas and batons to disperse a mass rally 
‘of protestors who had marched to 
E "Bhutto's gave near Naudero in Sindh 
_ province, a minor subplot of the drama 
| was unfolding in India. 

"Two days before the much-advertised 
Pi, was to be staged in Cz lcutta, the local 
- police "requested" that the sponsors post- 
“pone the show, explaining that these were 
orders from "higher-ups." Although the 
playwright reportedly urged the actors to 
‘Stage the play at any cost, the organisers 
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A political ploy over a political 
- play keeps Bhutto off the stage 


decided to comply with the police request. 

West Bengal state Home Secretary 
Rathin Sengupta later stressed that his 
government had not banned the play, He 
said it had merely asked the sponsors to 
“go slow” with its production. He pointed 
out, however, that the play was previously 
banned in New Delhi, Bombay and Mad- 
ras and that “therefore there must be 
something in it” which was considered ob- 
jectionable by the central government, 
which he said he had contacted for clarifi- 
cation. 

In the meantime, Bhutto has become 
something of a cause célébre, not only 
with disappointed theatre-goers, but also 
with those broadly concerned with the 
right to free expression. It also has created 
dissension in West Bengal's Left Front 
government, which is already divided over 
the case of Usha Uthup, a pop-singer who 


Protest marchers in Sindh: too close for comfort. 





has also come under official fire (REVIEW, 
July 21). Several of the ruling coalition's 
constituents feel that banning the play is 
unjustified, and the playwright himself 
has accused Chief Minister Jyoti Basu of 
"collusion" with the central government, 
suggesting wryly that "before giving dis- 
courses on the boons of democracy for the 
benefit of dictators in the neighbourhood, 
we should . . . check on our own dictatorial 
complexes." 

Serialised in the December 1982 issues 
of the Calcutta-based weekly, Sunday, 
Bhutto has yet to make its stage debut in 
the Subcontinent. Written by a former 
comedian who was also an undistinguished 
filmmaker — and once stood, unsuccess- 
fully, for election on the principle that 
since the Indian political scene seemed 
dominated by amateur clowns it was time 
that professionals had a go — at first the 
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. play did not attract much attention. But 


the censors have helped publicise Johar's 
work in their efforts to suppress it. 

The play traces the rise and fall of 
Bhutto, from his sweeping victory in 
Pakistan's 1977 general election to his ar- 
rest and finally his execution on April 4, 
1979, 

It portrays the charismatic lawyer from 
Sindh as a shrewd demagogue, with a 
streak of megalomania and masochism — 
a political Becket who manoeuvres his ad- 
versary into the role of a latter-day Henry 
II. Says the dramatised Bhutto of his own 
death: “That is exactly when my fight will 
start. One death means life for millions." 

India watchers might find the Indian 
Government's attitude towards the play 
intriguing. This could be seen to reflect 
some of the historical conflicts and com- 
promises between Islamabad and New 
Delhi. 

The popular Indian perception of the 
man, as of the play, has elements of am- 
bivalence. Bhutto — in his relations with 
India — is most remembered for his de- 
claration of a “1,000-year” religious war 
against India. On the other hand, events 
in Pakistan after his execution have made 
him a martyr for democracy, however im- 
perfectly that concept might have been 
realised under his 
regime. 

Prime Minister 
Indira Gandhi offi- 
cially endorsed this 
attitude recently 
when she said that 
while Bhutto had al- 
ways been against 
India, she regretted 
the repressive mea- 
sures being taken in 
Pakistan against po- 
litical dissent in gen- 
eral and members of 
the Bhutto family 
in particular. Mrs 
Gandhi's remarks 
were quoted by 
Pakistan as another 
instance of Indian 
interference in 
Pakistan's internal 
affairs. Repudiating 
the charge, the Indian ambassador to Is- 
lamabad referred to the "human dimen- 
sion of the problem," which he said was 
causing widespread concern in India and 
elsewhere. 

The Indian ban on Bhutto might be 
viewed as a gesture to show that the coun- 
try did not wish to fish in Pakistan's trou- 
bled waters. But there could be other 
reason for it. It has been suggested that 
some references in the play might hit too 
close to home for comfort. For example, 
when the dramatised Zia says: "Aren't we 
all dictators in the Third World? Some put 
up a facade of democracy and others are 
more honest about it. The only difference 
between me and Mrs Gandhi is a constitu- 
tion on paper." Some feel that these words 
might have been enough to hang Bhutto in 
India, under the guise of good neighbour- 
liness. fi 
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By Anthony Rowley in Washington 

he many crucial issues confronting the governing boards 
of the World Bank and the International Monetary Fund 
at their joint annual meetings in Washington from Sep- 
tember 27-30 can really be boiled down to one: do the major 
Western powers which created these multilateral institutions 
honestly believe any longer in internationalism — political and 
economic? Or are they prepared to see the world slide back into 
political isolation and economic autarky, with the inevitable 
threat of global conflict? 

Now that China with its population of about 1 billion has 
joined both the bank and the IMF, the future of these two in- 
stitutions has to do with the welfare of well over three-quarters 
of the world's population. "Never has our influence and lever- 
age [in the world] been higher," as one senior World Bank offi- 
cial expressed it to the REVIEW. The tragi-irony of the situation 
is, that rarely if ever has the stock of the two Bretton Woods in- 
stitutions — certainly the bank's — been lower among some na- 
tions which control the purse-strings. 

Why? In a nutshell, the world or certainly the Western world, 
has pulled back a long way from the internationalism of the im- 
mediate post-war decades when the folly of isolationism was all 
too apparent. The formation of regional blocs such as the Euro- 
pean Economic Community seems only to have cemented this 
trend. Unilateral (or at best bilateral) approaches are seen now- 
adays as superior to the much more difficult — if much more de- 
sirable — goal of multilateralism. 

So what place, if any, can institutions like the World Bank and 
the IMF — perhaps the nearest approach yet to organs of world 
government — hope to occupy in this increasingly nationalistic 
scheme of things? The governors of the bank and of the IMF — 
finance ministers and central bank governors (or equivalent) — 
might ask themselves this question before addressing more tech- 
nical issues in Washington. If the political will is there, the prob- 
lems confronting both bank and IMF — and arising as much 
from domestic policies as the international financial and deve- 
lopment crisis — can be solved. If not, then the best that can be 
hoped for at the annual meetings is a papering over of the cracks. 

The governors are men of some influence in their own coun- 
tries — for instance, United States Treasury Secretary Donald 
Regan — and consequently men able to give a lead which has 
been sadly lacking in the past few years. As one World Bank 
vice-president expressed it to the REVIEW: "The country which 

gave leadership for so long is not prepared to lead any more, 

owing to the present ideological bent of its government and the 
incapacity of the administration to generate a public consensus. " 
He was, of course, talking of the US though his remarks are 
equally true of other (European) shareholders in the Interna- 
tional Bank for Reconstruction and Development (IBRD) — 
the bank proper — and of donors to its concessional lending as- 
sociate, the International Development Association (IDA ). So 
much so that World Bank president Tom Clausen, instead of ex- 
panding his brief as he would like, could become banker without 
portfolio. 

As another bank official put it: "There has been a shocking 
closing down of the public spirit." These are statesmanlike utter- 
ances but it is easier to be statesmanlike for those whose consti- 
tuency is an international one (like that of the World Bank) than 
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Clausen: empty handed. 


for those like US congressmen with domestic constituencies to 
answer to. Nevertheless, the need for statesmanship, rather 
than narrow politiking, has probably never been greater in the 
sphere of the international economy. So much has been 
achieved there since the war — and so much stands to be lost 
now, or thrown away. 

It is worth recalling just how much the international economic 
environment has changed over the past five years in order to get 
into perspective the problems which the World Bank and the 
IMF are facing and which they must go at least some way to- 

wards resolving in Washington. Several decades of prosperity 
and surplus wealth in the West (much of it generated by US 
generosity after the war) spilled over into free trade, aid and 
development funding. New markets opened up in the develop- 
ing countries and prosperity fed upon itself. 


he cost of financing development, not least via institu- 
tions like the World Bank, was huge though not neces- 
sarily any bigger in real terms than the industrialised 
countries spent on their own development (much of it borrowed 
from abroad). National money supply policies, insofar as these 
were consciously articulated, allowed for growth plus a measure 
of inflation while the US funding of its massive trade deficits 
over the years fuelled the spectacular growth of the Eurodollar 
pool, much of which was on-lent by the banks to developing 
countries. Two successive oil shocks, in 1973 and 1979, adminis- 
tered severe blows to the system but nothing which commercial- 
bank recycling could not cope with, at least in the short term. 
Problems were building throughout these golden days how- 
ever. In the Western industrial nations there was for a long time 
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lenge posed by Japan South none. Taiwan Hongkong and Sin- 
gapore. Unlike these Asian countries (most of which had con- 
sciously planned their economies with the help of agencies like 
the World Bank), various Western countries found themselves 
prisoners of rigid industrial structures. Their uncompetitiveness 
in the relatively open world-trading environment was exacer- 
bated by wage claims often well outstripping productivity 
trends. Protectionist pressures began to mount. 

The NICs and the less-developed countries (LDCs) were 
meanwhile in many cases becoming too hooked upon commer- 
cial-bank borrowing for their own good. The borrowing was 
helping to promote development but arguably at too high a cost 
compared to what it would have been had they been able to 
mobilise more domestic savings —and had Western portfolio in- 
vestors had the foresight to appreciate that it was in their long- 
term interest to make equity investments in developing coun- 
tries instead of pouring money into secondary domestic markets 
like stocks and property. 





and inefficiency in the way aid was administered by 

organisations like the World Bank. Former bank presi- 
dent Robert McNamara’s concentration on “throwing money at 
problems” — trying to alleviate poverty rather than create new 
wealth in developing countries— must take some blame for this. 
It has often been suggested that, as secretary of state at the time 
of the US war in Vietnam, McNamara took the poverty-allevia- 
tion (rather than the war) route against communism once he got 
to the World Bank. But he failed to carry many congressmen 
with him, especially when it came to World Bank lending. 

In the political and economic spheres, the seeds of reaction 
were being sown. It was perhaps no surprise that when the ad- 
ministration of President Ronald 
Reagan came to power in 1981 it 
should have equated both domestic in- 
flation and foreign lending equally 
with monetary profligacy. And in view 
of the snubs administered to the US by 
the emergence of Soviet client states 
in Africa and elsewhere, defeat in 
Vietnam, setbacks in the Middle East 
and by India's balancing act between 
the US and the Soviet Union, it was 
perhaps equally unsurprising that the 
new US administration — and more 
reactionary elements in congress — 
should have wanted to curb the apolit- 
ical internationalism of institutions 
like the World Bank. 

Many of these strands came to- 
gether in a pernicious combination 
once the US, under Federal Reserve 
Board chairman Paul Volcker, and 
Britain under then chancellor of the 
exchequer Sir Geoffrey Howe, began 
a policy of adhering to predetermined 
monetary aggregates (monetarism) in 
1979. Short-term interest rates rose 
sharply and stayed high for several 


T here was another problem too: a perception of corruption 
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Amount of ODA to ID 
Percentage of ODA to IDA 


years, choking off demand in the US 

and Britain. Recession set in. Do- ay 
mestic unemployment rose rapidly, The critics 
adding to protectionist pressures IDA 
against manufactured goods from IBRD 
the developing world. Raw mate- IMF 

rial prices collapsed — and with Debt 
them the foreign-exchange export India 
earnings of many LDCs — just when eremi, 
high interest rates in the Euromar- Birciadean 
kets were also straining their for- China 
eign payments. A US dollar buoyed indonesia 


up by high domestic and Euromarket 
rates drew away from developing 
countries funds which they might 
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The inflated price of oil inevitably collapsed with recession 
and with it the fortunes of Mexico, whose rapid economic deve- 
lopment was financed to a dangerous degree by oil earnings. S0 
did those of neighbouring Brazil and (war-strained) Argentin; a. 
Commercial banks, especially those in the US which had lei 
over-zealously — often without knowledge of how much th 
competitors were commiting to a particular country — vered in 
deep trouble in Latin America. The magic of the mark place 
which Reagan had come to power espousing (not least in ai 
vocating a greater role for commercial banks vis-à-vis. the W 
Bank) lost much of its charm. 

The IMF meanwhile, which had suffered a good deal o 
congressional criticism for the supposedly soft condition ivi à 
imposed on a 5 billion special drawing rights facility to India 
1981, was suddenly perceived as a saviour in Latin America — 
least in the eyes of the US administration. Reagan came bat Se. | 
stunned man from a trip to Mexico and thereafter his adn n nin 
stration put its weight behind pushing through a record ¢ 
quota increase for the IMF formally agreed to at its Inter 
Committee meeting in February this year. That money s 
help bail out Latin American super-debtors and help M U 
banks off the hook. 1 

If the IMF has won active support from the US administratic y 
and grudging support from congress, the same is not true of th 
World Bank. It is still in the political wilderness and has RÀ 
tough battles ahead to win over US opinion. Not least of these is | 
over the (next) replenishment of IDA 7, an issue likely to domi- 
nate the annual meeting of the bank this year. The value of the 
IMF has been seen in the Latin American debt crisis which, 
building over international economic development thanks. 
largely to US restraints on the World: 
Bank, will take longer to emerge. J 

This relatively sudden conversion to 
support of the IMF by the Reagan ad- 

ministration, when a crisis became a 
parent, is typical of its ad hoc ap 
proach to economic policy. As the ia 
evitable consequences of the adminis- 
tration's monetary and fiscal policies. 
unfold in the international arena 
emergency measures are adopted é ind i 
thereafter presented as being part o 
conscious strategy. It is a policy ol 
aposteriori rationalisation of apriori 
prejudices. E 
The value of the World Bank's ole 
will eventually become more obvio JUS 
when development stalls, just as that 
of the IMF did when a financial crisis 
erupted in Latin America and in ast- 
ern Europe. But by then, unless there 
is a change of heart by the current. US 
administration — or a change ots 
ministration — an awful lot of dz e 
will have been done. This is pe n. n 
larly important to Asia because, as 
one World Bank official put it, “East 
Asia — which means countries like” 
South Korea, the Philippines, Tha 
land and Indonesia in World Ba a 
parlance — does not have a debt prob- 
lem but development will be con- 
strained [by lack of funds]. There will ~ 
be no debt crunch, but growth will 
slower in the 1980s." That is probab y | 
a sanguine view, which is not sha 
by all economists in Washington, who ` 
'do see the debt crisis possibly spilling 
over into Asia if recovery from reces- — 
sion is not sustained. At very best it — 
seems that, in the current climate af- 3 
fecting development finance, growth 
6.4 
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ih many parts of Asia will slow, unemployment will rise yn: 
3 overty problems and social strains will show through," 
another World Bank spokesman put it. 
A Biinon Asian countries, it is India and China which stand to 
; lose ' most from the current US hostility towards concessional 
E oans, especially those administered through multilateral in- 
-Stitutions. The Reagan administration appears to be standing 
‘ fit m on its commitment not to contribute more than US$750 mil- 
in a year to the next replenishment of the IDA, which implies 
(5 ziy n pró rata contributions by other donors) an IDA 7 of only 
U IS$9 billion against the US$16 billion which the World Bank re- 
€ qu iested. If the US$9 billion figure stands China will, as one offi- 
àl bluntly phrased it, *get nothing" while India's access to the 
A will also be severely curtailed. This is not to mention the 
that i in many very poor countries of sub-Saharan Africa, 
v T * the World Bank has just begun to get a policy ege 
going, there will be virtually no money to back up that dialo 
m nd to help countries take painful but salutary measures nee * 
open their economies. 
x ‘success which the bank has had elsewhere — not least in 
p^ r mes like South Korea, Thailand and the Philippines — in 
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ard Nations in Washington 


^ the decline of congressional support for the multi- 
s lateral agencies bottomed out now that the United 
AMA States economy is on the path to recovery? 
No doubt three years of recession magnified the costs. of 
| ^ merica's international commitments for US congressmen har- 
nied by President Ronald Reagan's White House to make pain- 
pe cuts in politically sensitive domestic programmes. But it is 
_ unlikely that even a new era of stable growth will restore the In- 
national Monetary Fund and the World Bank to their tradi- 
al pedestal in congress. For the first quarter century after 
‘orld War II, appropriations bills for the multilateral agencies 
« E li d through congress virtually unchallenged in what amounted 
to a rite of international leadership. Now, however, the bank 
— and fund are no longer sacrosanct and the traditional congres- 
J pi Onal coalition of internationalists is probably irretrievably i in 
ecline, eroded by irreversible shifts in the nation's economy 
‘Ge ical system. 
<= From the outset congressional support for the liberal interna- 
C E ona order, sanctioned at Bretton Woods in England in 1947, 
— was built upon the virtual hegemony of US manufacturing indus- 
E in the post-war world economy. For nearly every US industry 
e trade promised an endless horizon for US exports, limited 
— Orly by communism and underdevelopment — two defects in 
—. tlie world market addressed by the US-sponsored global security 
system and generous multilateral-aid programmes. (The 
~ latter included the World Bank's soft loan window — the 
International Development Association [IDA] — a US 
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al to adjust to external problems 
— — | dike recession. Even with SAL 
funds available, these countries 
141,272.9 ; 
97904 4 have experienced some domestic 
problems as a result of reform. In 
Pairin African countries such as Uganda 
i "646. 18,182.6 and Togo, forinstance, whichare 
$529] AI [STI talking of accepting major World 





Bank programmes, there will be 
a “tremendous domestic back- 
lash” without sufficient funds 
«to support such programmes according to bank sources. 

These countries could well turn their backs on development 
— and on the Western world — in the 1980s without incentives 
to wean them on to the international economic system, a system 
which is looking fragile anyway as a result of trade restraints and 
financial strains. So too, the World Bank fears, could China 
without some meaningful help from the IDA. The irony of this is 
that Chinese leaders, including elder statesman Deng Xiaoping, 
recently told a World Bank mission of their ambition to make 
China a new pole of economic growth in East Asia and a major 
market for the region's natural resources. 

So far the damage to India from sharp setbacks it has suffered 
in access to IDA funds during the past two years (owing to the 
US stalling on its contributions) has not become apparent. The 
World Bank was able to substitute IBRD money for IDA money 
in India's case. But it is illusory to think that the two forms of 
financing are interchangeable. IBRD money, unlike IDA loans, 
carries a semi-commercial rate of interest and, once the grace 
period for repayment is over, India will find its debt-service 
burden rising quite rapidly around the mid-1980s. Despite re- 
cent successes (not least in agriculture, thanks partly to World 


| € iter congressional interference 


monument erected in 1961 to the liberal post-war order.) 

The congressional coalition raised on these economic founda- 
tions included two formidable allies — moderate Republicans 
from the mid-Atlantic industrial region and conservative Demo- 
crats entrenched in the Senate from cotton-exporting southern 
states with a tradition of opposing high tariffs even before the 
Civil War. Wall Street helped to cement the coalition to the 
executive branch by furnishing state and treasury — multi- 
lateralism's most steadfast exponents — with endless talent 
steeped in the liberalism of Ivy League law schools. 

It was, for instance, Tennessee politician Cordell Hull who 
stood behind US president Franklin Roosevelt's seminal initia- 
tive on reciprocal tariff reduction contained in the 1942 Atlantic 
Charter, Similarly, the Marshal Plan was promoted by William 
Clayton from the cotton state of Mississippi. 

But the coalition contained the seeds of its own destruction. 
Even as it was formalising free trade into the General Agree- 
ment on Tariffs and Trade, the US insisted on exceptions for tex- 
tiles and selected agricultural commodities. These were areas 
where serious foreign competition to US producers was 
anticipated early on and where free trade, therefore, would 
have imposed significant adjustment costs on the US eco- 
nomy. 

Consequently, the political foundations of the Bretton Woods 
system were soft from the very i ina Until the mid-1970s 
congress treated the three pillars of the system as inseparable — 
free trade (Gatt), stable exchange rates (IMF) and develop- 
ment (World Bank) — and supported the whole with generous 
funding when necessary. However, by establishing sectoral ex- 
ceptions for the US, congress explicitly rejected the essential 
economic discipline — adjustment to Lo competition — 
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Bank inputs) the Indian economy remains fragile and suscepti- 
ble to problems like drought. Successive payments crises could 
easily blow up as it shifts further (and prematurely) towards de- 
pendence on IBRD and commercial bank borrowing. 

Apart from the increased burden of debt service, the switch 
from IDA to IBRD funds in India's case implies a reduced net 
transfer of funds. This point is crucial and one which, it seems, 
World Bank shareholders or IDA donors appear to have 
grasped, apart from the Nordic countries which traditionally tend 
to be most sympathetic. The net level of funds countries receive 
(after interest and principal repayments) is very much smaller 
than gross lendings and has become more so as commercial in- 
terest rates rose, even with the roll-over of short-term loans. 


small service charge) and IBRD money (which is lent below 

commercial rates) are vital as sources of net resource trans- 
fers. If this point has not been widely grasped by World Bank 
shareholders neither has the fact that the real debt burden of 
many developing countries is increasing in the current period of 
disinflation. Whereas inflation was eroding the real value of 
debt before — and export earnings were rising in line with inter- 
national prices — the reverse is now true, threatening a real debt 
trap. 

Against this background and given the very real prospect of a 
pullback by commercial banks from lending to LDCs — except 
insofar as they remain what are euphemistically called *involun- 
tary lenders" in Latin America — the World Bank sees a need 
for it to play a much bigger role over the next decade. That im- 
plies not only à realistic level of funding for the IDA but also a 
substantial increase in the bank's own capital, beyond the selec- 
tive capital increase linked to the recent rise in IMF quotas. 

The prospects of the bank getting such an increase — and 
being able to expand IBRD lending by 5% a year in real terms 
beyond 1984 — do not look good at this stage. If the bank's exe- 
cutive directors win acceptance for this 5% principle from the 
board of governors at the Washington annual meeting, that will 


I DA money, because of its nil rate of interest (apart from a 





which alone allows international trade to drive the engines of 
comparative advantage efficiently. 

Beginning in the late 1960s structural shifts in the world econ- 
omy brought a growing swathe of US manufacturers under the 
hammer of foreign competition: steel from Europe, colour TV 
sets from South Korea and Taiwan, car parts from Mexico and 
Brazil and electronic appliances and semi-conductor chips from 
Japan. 

In 1976 the US trade balance — which for the first 25 years of 
the post-war era stood proudly in surplus — tipped into a deficit 
which plunged to US$32 billion by 1982. This in part reflected 
new patterns of competitiveness favouring banking, insurance 
and other services which kept the US current account healthy (at 
least until 1981). But the perennial US trade surplus was the 
emblem of US hegemony and the token of national self-confi- 
dence. Its demise, therefore, was read as further evidence that 
the world order no longer served US economic interests. 


demolish the political base in the country for free trade. 
Indeed a new generation of internationalists has come to 
' Capitol Hill over the past decade from home districts of US mul- 
tinationals and international banks which rely on the global mar- 
ket. Barber Conable, for instance, the ranking Republican on 
the House Ways and Means Committee and a strong supporter 
of the bank and fund, comes from the home of Kodak Inc. in 
Rochester, New York. Other internationalists from key house 
banking and trade subcommittees are elected from districts 
which depend upon Marine Midland Bank (John Lafaler. Buf- 
falo NY), 3 M and Control Data (William Frenzel, Minneapolis, 
Minn.) and Caterpillar (Bob Michaels, Peoria, Ill. ). 

But basic demographic changes and modifications in the elec- 
toral system at work during the 1970s combined to alter funda- 
mentally the country's political institutions in a manner which 
fragmented the multilateralist coalition and threw it hard on the 
defensive. 

e Population shifted away from the mid-Atlantic industrial 


T his economic assault on its own has not been enough to 
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be a major achievement. At present the bank is constrained by 
the ruling that it must not increase its lending beyond “a sustain- 
able" level — one sustainable without a further increase in capi- 
tal. This obviously links its lendings to its capital base and, though 
it is not so constrained on the borrowing side, the bank is highly 
reluctant to gear up for fear of damaging its reputation in inter- 
national capital markets. Again the irony of this situation is that 
the bank, being the biggest non-resident borrower in such mar- 
kets, could in theory mobilise a much bigger volume of funds for 
development — and at a relatively low cost to borrowing coun- 
tries — bv virtue of the access which the bank enjoys to low as 
well as high-interest borrowings. 

One possible way out of the bind which restricts the bank toa 
very conservative level of lending relative to its capital base (and 
certainly relative to the gearing of commercial banks) is the for- 
mation of a new affiliate in which the bank would be a co- 
shareholder with the commercial banks. This would in- 
stitutionalise the concept of co-financing which the bank has 
been pushing over the past couple of years and is likely to be a 
centrepiece of discussion at the meeting. 

Such ideas are essentially a response to the open hostility in 
the US towards the bank's future expansion and to the (at best) 
lukewarm support it appears to enjoy in much of the EEC. 
Japan is anxious to increase its shareholding and voting power 
within IBRD (REVIEW, June 30) and maybe to increase its dona- 
tions to the IDA. This offers an outside possibility of improving 
the bank's fortunes without recourse to expedients like co- 
financing or new affiliates. The question of Japan's role will also 
come up in Washington. As one World Bank official put it; "I 
am very pessimistic about the ability of the Reagan administra- 
tion to generate a debate on these issues and Europe will not 
give leadership. Japan is the second largest economic power in 
the world [but| when is Japan's international posture going to 
become commensurate with its economic strength?" ü 
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Sunbelt target: Los Angeles. 


states to the empty quarter in the Rocky Mountains and the 
West Coast sunbelt, two areas oriented towards the Pacific, 
newer to the international economy and striving for a regional 
identity independent of East Coast power centres which have 
always championed the internationalism of the Atlantic com- 
munity. 

@ A pervasive sense of insecurity as the Soviets achieved 
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omplaints about inequitable "burden. sharing" among 








branch. Congress no longer accepts automatically the White 
use definition of the national interests — particularly in the 
of Watergate — and foreign-policy commitments under- 
iken by the executive branch are quite often challenged and 
ded in congress for the sheer sake of desenine an institu- 
onal prerogative. 














hilosophical. Legislation, therefore, which is international 





ve to extend congress control into the heart of the multi- 
stitution. 
price of a favourable vote on IMF-quota authorisation in 
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s’ special agenda on trade and banking. The house bill, 








d support" fund policies which will eliminate “unfair trade 
, predatory export subsidies [and] all import restric- 
among major US trade partners. As such, the fund op- 
xport subsidies and import restrictions and some of the 
iguage of the house version of the bill may be tightened 
nference committee.so that it is not inconsistent with 
it certain provisions of the bill seem to suggest that the 
poses any fund programmes which are deemed by con- 
be injurious to US economic interests, even if they are 
ccord with international agreements on trade. 

endnient in both House and Senate versions of the bill 
Ye. ype of conflict. between sectoral interests of indi- 














without sa saying that. — bankéa are not going to 
as keen on lending to developing and less-developed coun- 
he 1980s as they were in the 1970s, even if some of the 
United States banks are now locked into a situation of in- 
ry lending — putting new money in to keep debtor coun- 
afloat while they keep their fingers crossed over repas- 
it. At the same time, the developing. world's need for capital 
growing. So who is going to fill the gap?. -— 

f it is to be multilateral institutions like the World Bank with 
y-term development finance and the International Monetary 
with up-front balance-of-payments. finance) they. will 
expand their own resources considerably. 
ow big is the gap likely to be left by the withdrawal ob new 
ling by commercial banks? The IMF's estimate is that private 
ks cut back their net new lending to non-oil developing coun- 
$ from US$52.5 billion in 1981 to US$21.4 billion in 1982. 


ised Institute for International Economics reckons that even 
er ^moderately optimistic assumptions you will need US$70- 
Pun of new lending a year to evelupeng ox countries up to 


: Congressional concern over “unfair trade. practices” 


disintegration of the national political- -party system has. i 
the bonds which cemented sapport in congress for the | 
'y's international commitments to leadership in the execu- |. 


| e Republican presidential platform of 1980 was the first | 
1e these trends were articulated by a major party at national | 
but the challenge to multilateralism is broad, bipartisan | 


ilateral in character — such as authorisation foran IDA 
ment or IMF quota increase — triggers not only an an- — 
lebate over the nation's destiny, but an institutional im- | 


ance, obliges the US executive director (Used) “to pro- | 


inst this, C. Fred Bergsten, director of the Washington- 

















































countries in Europe and Asia deemed to be unreliable | 


€ of Representatives was a list of amendments covering | 






SUP Ww | | with US produc- 
ers. This sets. up an carly-warning system for concerned con- 
gressmen to put pressure onthe Used to oppose the project and, 








though the US vote of 15% of the fund's share cannot block. a 
| project, it would certainly: set.a poor prece 
major shareholder put forward his county, $ yade apenga asthe 


"dent if the fund's 
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consultation or authorisation before the Used votes in 
favour of special drawing rights allocation, a future quota 
increase, or a change in the operations of the general agree- 
ment to borrow. All these are areas where the US veto is effec- 


T fiere are also provisions which abilo prior congressional 


tive and where congress is effectively staking out a claim to a 
share of that veto power with the US executive branch. The 


house bill also requires the US to propose a change in tlie fund's 

articles of agreement which oblige member countries to pay up 
their quota increase in foreign exchange, rather than local cur- 
rencies which are currently acceptable for three quarters of the 


increase. 


Other amendments in the house bill call. upon the fund to 


| “convert short-term bank debt which was made at high interest 
rates into long- -term debt at lower rates of interest,” 


' take into 
account the aggregate effects of fund conditionality on the world 
economy and ensure that debt-service ratios of member coun- 
tries are “manageable and prudent.” 

None of these amendments become law before the separate 
house and senate bills are reconciled in conference — where the 
treasury will work hard to water down the most restrictive lan- 
guage — and then voted through both houses again. Declining 
interest rates and renewed growth will do much to reduce the as- 
perity and anxiety which marked the congressional debate on 
multilateral institutions since the recession began, but they are - 
not likely to reverse the trend towards greater congress- 
ional scrutiny and even interference. The Bretton Woods in- 
stitutions were the product of the just as they unified the post- 
war foreign-policy consensus in the US. Now they seem to have 
little choice but to suffer the turmoil until a new consensus 
emerges. —— OOOO p 


1986.” (One s senior World Bank official puts he" “net resource 
flow requirement” at US$100 billion a year.) | — 

Bergsten estimates that around US$35-40 billion a year could 
be expected from official development aid (ODA) — both bi- 
lateral and multilateral — plus a further US$10 billion from 
direct investment. This leaves a gap of around US$30 bil- 
lion a year which private banks used to subscribe but he reckons 
their contribution might fall (assuming some recovery from 
the bigger 1982 fall) by US$10 billion a year or more as a result 
of the traumas in Latin America and Eastern Europe. If — a 
very big if — the World Bank could double its net annual dis- 
bursements to around US$5-6 billion a year that would fill half 
the gap. 

Budgetary concessional aid is unlikely to grow “so we shall 


need to see an increasing flow from. international institutions," 


says Bergsten. What happens if it does not materialise? Morgan 
Guaranty bank calculated recently that the US$25 billion de- 
cline in private-bank lending in 1982 will cut 1.5 percentage 
points of developing-country growth. As a result, slower growth 
of industrial country exports to developing countries will lop a 


half point off their growth. 


Will statistics like these get the message biome to the adminis- 
tration of US President Ronald Reagan, justas the Latin Ameri- 
can debt crisis crystallised for the administration (and for the 
president himself) the vital necessity of boosting IMF quotas? 
Perhaps, though conversations between the REVIEW and 
economists close to the administration indicated that, while the 
White House (if not congress) is sympathetic to the IMF's role, 
that does’ not po cum to 9 the aeons Bank's. 
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Increase: 

We will have an increase in capital of a 
further 150 billion lire under a warrant branch 
scheme, approved at our last Extraord-. and ! 
inary General Meeting. As a result, our Milan puces in rtie "fields of 
capital will be the highest of any bank factoring and real estate as. 
in Italy. Other financial sectors. —— — 
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Roun y abusec 
from all sides 


B y Robert Manning in New York 


paghe World Bank has no shortage of critics on either Left 
id or Right. In the 1970s its critics, primarily journalists and 
jn MM. academics, appeared more prominently on the Left. With 
e onset of the so-called New Right and increased legitimacy 
p n to conservative ideas since the coming to office of Prime 
Minister Margaret Thatcher in Britain and — more significantly 
— United States President Ronald Reagan, critics on the Right 
hi lave appeared more vocal than had previously been the case. 

ral 1€ International Bank for Reconstruction and Development 
s been variously accused by those on the Left of being a key 
vehicle for the promotion, extension and stabilisation of the in- 
t te aational capitalist system; of propping up military dictators 
à e freezing out fledgeling socialist regimes; of reinforcing 
poverty rather than alleviating it and of stifling Third World 
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ak “development by tailoring its aid to the needs of the developed 
¥ ca jitalist countries. At the same time, critics on the Right chas- 
ise the bank for promoting socialist policies in the Third World 
— stifling the free market and growth of the private sector — 
i and subsidising leaders in the Third World who live off the 
_ wealth of International Development Association (IDA) loans 
EN ithout helping the poor or aiding development. Critics on both 
| Le eft and Right seem to share a disdain for what are portrayed as 
_ self-serving international bureaucrats and both — though some- 
ti ^ mes providing detailed and thoughtful criticism of the bank — 
- appear short on alternative prescriptions for it. 
Wig 1 n her book The World Bank: A Critical Analysis, Cheryl 
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lebate runs on 


he International Development Association (IDA) has 
been dogged by funding problems in the United States 
virtually since its inception in 1960. This is ironic given 
IDA came into being from a US Treasury proposal in 1959, 
E Te ef "cting among other things a "growing feeling [in the US] that 
aid should be channelled through multilateral agencies so that it 
. woulc become less political and more effective in promoting 
lopment." 
wever much support successive administrations may have 
iven IDA, its problems arose because, as the World Bank 
Ux» ed in à recent major study on its soft-loans affiliate: “Unlike 
European parliamentary system, the US executive branch 
E does not automatically receive the support of the majority party 
nthe legislature." I DA has thus become something of a political 
fo ootball in the US, kicked backwards and forwards between the 
_ White House, State Department, Treasury and Capitol Hill. 
- — Now the buck has passed back to the administration of Presi- 
— dent Ronald Reagan which appears to be standing firm on its 
pre oposal that the US contribution to IDA's next replenishment 
—— IDA 7 — shall not exceed US$750 million a year which, be- 
=e cause of a pro-rata formula under which 32 other donors contri- 
bute, means that IDA 7 would total only US$9 billion against the 
3 'US$16 billion that IDA is asking for and the US$12 billion pro- 
vided under IDA 6. 
Although the US contribution to IDA has fallen from 42.34% 

under the initial subscription to 27% under the sixth replenish- 
“ment, it is still by far the biggest single donor ahead of Japan 
which contributed 14.65% of the sixth replenishment, West 
Germany 12.5% and Britain 10.1%. Japan and West Germany 
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^wpoint it. She gennes the ban 1€ 
. lopment finance institution in the. Wes ern 1 capitalist world.” 
Payer sums up the World Bank's role by saying that it “is 
perhaps the most important instrument of developed capitalist 
countries for prying state control of its Third World member 
countries out of the hands of nationalists and socialists — who 
would regulate international capital's inroads — and turning 
that power to the service of international capital." 

She concedes that “some poor people do benefit from some 
projects, but poverty is not abolished." In the area of agricul- 
ture, she argues that the prime beneficiaries are local elites and 
global agribusiness. *The World Bank, in promoting commer- 
cial farming and the integration of the small farmer into the 
world market, is following in the footsteps of colonial govern- 
ment..." 

Payer sees little substantive change in bank policies under new 
president Tom Clausen. Rather, she sees a decrease in US sup- 
port primarily for budgetary reasons and a marked change in the 
bank's public rhetoric to counter growing criticism from the 
Right. 

Similarly Guy Gran, author of Development by People views 
the World Bank as key to cementing a "triple alliance" between 
local capital, the state and international capital. The bank, he 
says, is in an ambivalent position: “It is supposed to help poor 
people but help them through structures, systems, processes 
that created and sustained this poverty and still profit by it. The 
bank is a prisoner of the ideology and politics of its funders. In 
best cases the bank may help people on the 20-40% poorest 
bracket, in no case does it help the 0-20% sector. The world sys- 
tem has no answer for more than a billion people. By the nature 
of its mandate and operational processes, the bank is really in- 
capable of development." 

Less sweeping criticism of the bank has been traditionally 
made in the context of the North-South dialogue by the Group 
of 77 and the non-aligned nations movement. These groups rep- 








I Development stalls as ideological 


have substantially increased their proportionate contributions 
over the years whereas the US and Britain have decreased 
theirs. Likewise, though the US share of the voting rights within 
IDA has declined from 26.7% of the total at the outset to just 
over 18% now, the US still has by far the biggest voting power 
ahead of Germany, Japan and Britain which each have nearly 
6.5%. So the US calls the tune. 

That tune has grown increasingly out of harmony with other 
donors over the question of replenishments. IDA has to be re- 
plenished every three years because the nature of its loans — 
credits have a 50-year final maturity with a 10-year grace period 
on repayment — means that the amount committed and dis- 
bursed is far greater than that repaid at this stage. Replenish- 
ment has been a constant problem. 

IDAs 2, 3, 4 and 5 all suffered delays — protracted in some 
cases — through US footdragging over its contributions. IDA 
commitments, which had been rising fairly steadily between 
1961 and 1967 fell from US$354 million in fiscal 1967 to US$107 
million the following year and a number of projects had to be 
financed through 


REPLENISHMENT OF IDA normal World 
RESOURCES, 1961-83 Bank . (Interna- 
tional Bank for 

Reconstruction 


(US$ millions) 
Initial (1961-64) 


and Development 
— IBRD) loans 
instead of IDA. 
Usually it is the 
executive branch 
which has had to 
push IDA appro- 
priations through 


IDA 1 (1965-68 
IDA 2 (1969-71 
IDA 3 (1972-74 
IDA 4(1975-77 
IDA 5 (1978-80 
IDA 6(1981-83 
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resenting Third World 
nations have placed re- 
form efforts in the 
larger domain of a call 
for a new international 
economic order (Nieo) 
— a transfer of re- 
sources from North to 
South. The mechanism 
for this transfer has 
been an advocacy of re- 
form of the Interna- 
tional Monetary Fund/ 
World Bank essentially 
to allow the donors a 
larger share of the deci- 
sion-making process of 
the creditors. The 
Group of 77 position, 
progressively moder- 
| ated since it was first 
"a articulated a decade 
Ps) S ago, has sought to alter 
ENV ^ ! "NOS soft-loan facility, com- 

Ef od PS" ; modity 
IDA: Indonesian tea project. and structural changes 
in the IMF and World. 
Bank to implement such changes. However, the oil glut, grow-: 
ing Third World debt and Western budgetary concerns appear 
to have taken the wind out of the sails of Nieo. 

In its editorials The Wall Street Journal has been a consistent 
critic of the bank, in particular the IDA's soft-loan programme. 
In a 1981 editorial it argued: “Policies the World Bank has been 
pushing have tended to be the harsh socialistic prescriptions we 
see in Tanzania rather than the effective development policies 
seen in Taiwan or the Ivory Coast. Spending more on traditional 
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against congressional opposition. 
The worst delays occurred under 
IDA 6 when Congress declined to 
authorise the US$3.24 billion con- 
tribution which the administration 
had pledged to contribute. Congress 
also failed to appropriate the first 
US instalment in time for the start 
of IDA 6 in July 1980. It was rescued 
from an interruption in lending by 
the fact that other donors, despite 
their pro-rata stipulation, agreed to 
make their first instalments in full 
ahead of the US. When the US also 
fell short on its second instalment of 
IDA 6, commitment authority fell 
to US$2.6 billion — some US$1.5 
billion short of that approved ear- 
lier by IDA's executive board. Some donors decided to release 
their second instalments in full. Only in July this year did con- 
gress approve a US$245 million supplementary contribution to 
IDA 6, still leaving US$1.1 billion to be made up later. 

The impact of these delays on overall World Bank funding of 
development has been masked so far by the bank's ability to sub- 
stitute IBRD loans, which are typically made for periods of 20 
years or less with a grace period of five years and carry a semi- 
commercial rate of interest — 10.47% annually as of July 1, 1983 
— for IDA money. Thus India, which in recent years has received 
around 40% of total IDA loans (reflecting the fact that its 700 mil- 
lion population is double that of sub-Saharan Africa) had its capi- 
tal transfers maintained in 1982 through such a substitution. 


India 
Bangladesh 
Pakistan 


Egypt 

loitacén 
Tanzania 

Sudan 

Sri Lanka 
Kenya 

Ethiopia 

IDA average 
for all recipients 


t first sight this appears to support the arguments of US 
A ema (and now also administration) critics who 


argue that countries like India should be weaned more 
quickly away from IDA concessional lending on to IBRD 
money and on to commercial-bank lending. But the World Bank 
sees things differently... 
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IDA’S 10 LARGEST BORROWERS, 1961-81 
ER A — GrossiDA- money for IDA aid in 1982, the 
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policies helps neither the American taxpayer nor the Third 
World power." 

Former editor of The Wall Street Journal and supply-side ad- 
vocate Jude Wanniski argues: “The IMF and World Bank are 
run by and for money-centre banks. The World Bank's objective 
is to squeeze the US taxpayer for resources to send to the Third 
World with the avowed aim of helping nations develop so their 
expanding tax bases can support their debt service." There ap- 
pears here a sort of symmetry, with both Left and Right — each 
with a different vision in mind — attacking the same network of 
large banks, multinational corporations and international-aid 
agencies. 

A central theme in the rightwing critique is the stifling of in- 
centive for countries to help themselves as the flow of capital 
pours in. *In the rush to move capital on soft terms," Robert 
Vogel and Dale Adams, two US college professors wrote in The 
Wall Street Journal, “agencies like the World Bank shift the ef 
fects these transfers have on the ability or willingness of poor 
countries to help themselves. This money-tossing approach, like 
a drug habit, is hard to kick." 

One of the most troubling criticisms to World Bank officialsis 
the fact that Africa, the recipient of much concessional lending, 
has shown a negative growth rate. "It is difficult to ignore the 
possible correlation of the two," a bank official told the REVIEW. 
But at the same time World Bank officials point out that in the 
19th century the US was a major debtor, defaulted on large- 
scale loans from France and Britain and counted on large sub- 
sidies to railways, for example, to aid development. 

Critics of the World Bank are usually lacking in alternative 
prescriptions. Payer dismisses the demand for an alternative 
saying: "Why should we need to put anything in its [World 
Bank's] place? If I wrote an article on the Mafia no one would 
demand to know what I would put in its place." 





While India, for example, re- 
ceived  dollar-for-dollar IBRD 


country’s debt profile is changing as 
result — with more hard money in 
it. This points to debt-servicing 
problems in the future if the trend is 
maintained. One of the reasons why 
external resources finance only 
some 5% of India’s development is 
that there simply are not sufficient 
foreign-exchange resources availa- 
ble to repay more foreign debt. If 
IDA's critics have grasped the es- 
sential difference between IDA 
money and commercial loans in this 
respect they do not appear to have 
appreciated the longer-term signifi- 
cance of the substitution of IBRD for IDA money. 

India's borrowings from the World Bank have traditionally 
been in the proportion of 80% from IDA and 20% from IBRD. 
Last year the proportions moved closer to 50:50. As a result, 
India's share of total IBRD debt outstanding has risen from 
4.65% in 1982 to 5.6% in 1983. As the World Bank had its own 
in-house rule that no one country should exceed 8% in this re- 
spect, it is feared India could “run out of significant [new] IBRD 
aid by the end of the decade." The bank also has a rule that the 
five largest borrowers from IBRD should not account for more 
than 40% of the total and already Brazil with 9.4% , Mexico with 
7.7% and Indonesia and South Korea with some 7% each ac- 
count for more than 30%. India's present borrowing trend could 
push the big five over that limit in a few years time. 

Bigger problems still loom as a result of the US threat to hold 
its contribution to IDA |. expec.ed to fall proportionately from 
27% to 25% of the total; to a level which implies only US$9 bil- 
lion in total replenishments from all sources. If other countries 
had to make up the difference between the US$16 billion which 
the World Bank wants for IDA 7 and the US$9 billion which 
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The greater the competition, the better 


for you. In banks as in everything else. 


We have maintained business relations with part- 
ners in the countries of Asia ever since the early 
1950s. In 1979 we opened a representative office in 
Hong Kong. And to offer BfG clients a much wider 
range of services, we recently established a branch 
Office at this important financial center. > 


With more than 7,000 employees and a consolidated 
balance sheet total of DM 564 billion, BfG is one 
of Germany's foremost universal banks. It operates 
an efficient network of more than 250 branches 
in Germany, maintains bases in all key commercial 
centers abroad, and cooperates with more than 
3.000 correspondent banks throughout the world. 


All this didn't just fall in our laps. We owe our pre- 


sent position to service which has convinced pri- 
vate clientele and German companies alike that we 
are good people to do business with. 


And that's what we aim to do 


in Hong Kong, too. ] rens 


BfG:Head Office, Theaterplatz 2, 
D-6000 Frankfurt/Main 1 


BfG:Hong Kong* 

6th floor, Bank of Canton Building 

6 Des Voeux Road Central, G.P.O. Box 11272 
Hong Kong, Telephone 5-251128 - Telex 64981 HX 
BfG:Finance Asia Ltd, c/o BIG: Hong Kong 


*incorporated with limited liability in the Federal Republic of Germany 


e, AS. 





BfG:Bank für Gemeinwirtschaft 


Washington is threatening, the US contribution to the replenish- 
ment would fall to 15% and Japan's share would have to go up to 
14%. However willing Tokyo is to raise its profile in the bank, 
such shifts are almost certainly unrealistic. IDA does, however, 
enjoy some influential support in congress which should help. 
Congressman Jerry Patterson, chairman of the House Banking 
Committee's sub-committee on International Development In- 
stitutions and Finance told Treasury officials in July that a US$9 
billion IDA 7 was simply not big enough and that to cut assist- 
ance now was "buying trouble for the future." 

World Bank economic models suggest that, under the share 
which India could expect to receive from a US$9 billion IDA 7, 
that country's growth rate would slip from 2.6% to 2.3% a year 
in coming years and possibly much more if economic cir- 
cumstances (harvests etc) are not favourable. The number of ab- 
solute poor in the country would then probably rise to 240 mil- 
lion by 1995 compared with the 180 million projected if IDA 7 is 
set at US$16 billion. If India seeks to borrow from non-conces- 
sional sources to make up the IDA shortfall, its debt-service 
ratio could rise from the current 7% to 17% by the end of the de- 
cade and to more than 20% thereafter. 

"This would not only trigger creditworthiness concerns of 
IBRD but would also jeopardise the World Bank's ability to 
continue urging the [Indian] government to reduce controls, en- 
courage foreign competition in the domestic sector and place 
greater reliance on the private sector, policy initiatives which are 
currently showing success and hold great promise for the fu- 
ture," said the World Bank in a recent background paper. 

One of the crucial factors affecting India's prospects under 
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IDA 7, apart from the threatened reduction in its size compared 
to IDA 6, is the entry of China to the World Bank. Although 
India's (1981) gross national product per capita (at US$240) is 
considerably below that of China (US$300) and though China is 
an oil exporter while [ndia is an importer and China has good 
foreign exchange reserves while India has been running its 
down, it is assumed that China will get enough IDA 7 money to 
have a significant impact on the shares of others. (IDA's loans 
are now confined to countries. with a per-capita income of 
US$410 and below.) 

But the World Bank fears that the amount China will get will 
be insufficient to have a meaningful impact. China, said the 
bank in its background paper, *has undertaken a fundamental 
reorientation of its development strategy. That strategy involves 
the introduction and increased use of incentives and market 
mechanisms into its system of economic management and 
greater openness to international commerce. While China has 
cooperated with the World Bank in discussing policy changes, 
the provision of IDA credits is needed to ensure that the Chinese 
are able to carry through reforms by financing extremely com- 
plex and costly adjustments in the economy on appropriate 
terms." Bank officials make no secret in private of their belief 
that no such dialogue can take place on the basis of a US$9 bil- 
lion IDA 7. 

Some critics of the World Bank argue that IDA should any- 
way be concentrating on getting money to countries elsewhere 
which are poorer than India or China. They point to the overall 
agricultural self-sufficiency of these two countries, to their 
relatively sophisticated technologies and weapons capability, 
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their ability to access commercial capital markets and so on. 

The bank counters that these are "pockets of prosperity" 
which outsiders observe and that "large shares of these [India's 
and China's] large populations live in poverty as debilitating as 
in sub-Saharan Africa." They point out too that India and China 
receive less official development assistance (ODA) from multi- 
lateral and bilateral sources as a whole than other so-called poor 
nations. “Per capita ODA for Senegal and Pakistan was 
US$46.1 and US$13.5 [respectively] in 1980. For China and 
India the levels were US$0.01 and US$3.4,” a bank report 
noted. 

» 

he main non-African blend countries which receive 

IBRD as well as IDA money from the World Bank are 

India, Sri Lanka, Pakistan and China. Pakistan and Sri 
Lanka both have "long-term development programmes embrac- 
ing a wide range of policy reforms that require structural-adjust- 
ment credits. For each, a significant decline in IDA lending 
could threaten gains [which they have already made],” says the 
bank. 

All in all, the bank calculates that African recipients of IDA 
will require US$6-7 billion under IDA 7, non-African recipients 
US$3-4 billion and blend country recipients a further US$7-9 bil- 
lion. Replenishment to meet these minimum levels thus requires 
US$16 billion in total. But, as recently as late August, a US 
Treasury official reiterated the administration view that the US 
could not contribute more than 
US$750 million a year to IDA 7. “We 
are not going to be able to meet the kind 
of levels of funding that have been pro- 
posed by the World Bank and its staff," 
he said. "There is no support for it ata 
time when the US is cutting its domestic 
programmes and we are seeing congress 
cut the president's military requests." 

The reality appears to be somewhat 
more subtle, and probably more open 
to compromise. Sources close to the 
Reagan administration indicated to 
the REVIEW that the US might ulti- 
mately be prepared to restore its con- 
tribution to IDA 7 to around US$I 
billion a year — a level they reached 
prior to the arrival of the Reagan ad- 
ministration — provided IDA was prepared to charge a “little 
interest" and to stress efficiency (in recipient countries) more. 
In fact IDA has already introduced a commitment fee of 0.596 a 
year on its loans since the Reagan administration came to power 
(in January 1982), in addition to the 0.75%-a-year ser- 
vice charge levied since the outset on the disbursed balance of 
loans. 

It is difficult to see, however, by just what criterion the ad- 
ministration judges that IDA needs to bring more efficiency and 
market orientation into its lendings. The bulk of its loans (37%) 
has gone towards financing agricultural and rural development 
projects, marking a swing away from the early emphasis on 
transportation, power and ports. The stress is now on poverty al- 
Il@viation and raising the productivity of small farmers. To some 
extent, this reflects the legacy of former World Bank president 
Robert McNamara and it may be that the US wants IDA to 
move more towards an approach which favours more a country's 
international (especially traded-goods) sector rather than the 
domestic sector. But if so, such arguments are not well articu- 
lated in Washington. 

The World Bank as a whole has certainly swung more towards 
a more efficiency-oriented approach under its current president, 
Tom Clausen, but even Clausen as a one-time commercial 
banker and former head of the Bank of America has been one of 
the sternest defenders of IDA’s role in financing basic develop- 
ment. The arguments seem in essence to boil down to whether 
the World Bank (including IDA) should promote export indus- 
tries (in cooperation with the private sector) in developing coun- 
tries, leaving this to pull along development in the rural sector, 
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m. 
or promote rural welfare and basic infrastructures on the basis 
_ that these are essential prerequisites to development. 
— There are other less sophisticated arguments against IDA 
- within the administration: that it has become more of a financing 
father than a development institution too ready to push in 
_ money to cover overall capital needs (though the World Bank 
- would argue that in all its projects IDA and IBRD have to satisfy 
_ Strict *economic-return" criteria) and that it lends to countries 
_ which are notably hostile to the US and which could borrow 
— from other sources. 
—— All evidence continues to point to a determination within the 
administration as well as among some congressmen to “drag the 
World Bank kicking and screaming towards our way of doing 
things" as one congressman expressed it to the REVIEW. The 
World Bank is in fact changing its approach to a more efficiency- 
p open market-oriented one as its latest World Development 
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. — two academic economists (W. P. Hogan and I. F. Pearce) 
_ MA. predicted the ultimate “collapse or withering away" of the 
_ US$1.2 trillion Euromarket — sooner probably rather than 
- Mater. It has not collapsed yet but it has been seriously eroded by 
| the current debt crisis in Latin America and elsewhere and that 
_ 1S going to change the whole future outlook for financing deve- 
lo »ment in the so-called Third World. : 
_ Unless development is to stall, with all that implies for wel- 
fare, political stability and international trade, something will 
have to be done to fill the financing gap — to provide a conduit 
‘between the capital-surplus and the capital-deficit countries. 
That something will almost certainly have to be a boosting of the 
World Bank's lending power and its role as a co-financier with 
ban s and other institutions now nervous of the direct Euromar- 
— ket lending route. | 
—— Some World Bank sources estimate that between 1985 and 
— 1995 private-capital flows (commercial loans plus export fi- 
anc P'will be only a quarter to a third of what they were be- 
_ tween 1970-80 and the rate of increase in 
_ borrowing countries’ export earnings will 
_ be much slower than in the past decade. 
— $o the World Bank will have to play a 
- much greater role in promoting external 
al flows. 
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lending arm, the International Loan amounts 
Jank for Reconstruction and Develop- MI mA 
: i; otal income 
ment (IBRD) cannot simply go out and Met income 


vy 


- Jend at will. Its disbursed loans cannot ex- Total reserves 


- ceed its callable capital plus reserves. So, a siio sd ° 
_ very important item on the agenda at the Subscribed capital 


"bank's annual meeting in Washington 
E (second only to the politically very sensi- 


ce : O tionsapproved 
- tive negotiations over International Deve- Borrowing countries 
lopment Association [IDA] replenish- Member countries 
- ment) will be a capital increase for IBRD. sri sn na. 
— In order to meet the capital needs of 
- middle-income countries in particular, Credit amounts 
which can productively absorb (and ser- pas oneal 
: ; ae 1 sable resources, 
. vice) debt if only they can acquire it at cumuldtive 


something less than full Euromarket in- 
terest and at longer maturities, the World 


- Bank would like to expand its lending by | — gorowinzcounmcs 
j around 5% a year in real terms from 1984 Member countries 
onwards. The so-called Development 
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Report indicated (REVIEW, Aug. 4) and IDA remains an institu- 
tion "able to learn from its mistakes" as president Clausen has 
put it. But unless some compromises can be thrashed out by the 
end of this year in time for IDA 7 to go into operation by July 1, 
1984 development could stall while ideological debate drags on 
over what direction it should take. — ANTHONY ROWLEY 






























ding power 


Committee (of finance ministers from 22 major countries) 

agreed atà meeting in Helsinki in May that a 5% annual increase 
in lending might be justified and it recognised that this implied 
an increase of around 50% in the World Bank's capital. The pro- 
posal moved further forward at the June meeting of the United 
Nations Conference on Trade and Development in Belgrade. 
But the bank is “not optimistic" about getting agreement on the 
5% figure in September. What it can hope for is an indication 
from the bank's governors to the executive board that "the need 
for an increase in the bank's lending ability is accepted. " 

As at June 30, IBRD's portfolio of disbursed and outstanding 
loans stood at US$33.7 billion against capital and reserves of 
some US$53 billion. This still leaves the bank with some leeway 
on lending: it has around 40% to go before it is up against the 1:1 
ratio of lendings to capital. But new lending is expanding fairly 
rapidly. In the fiscal year to June 30, IBRD made loans totalling 
just over US$11 billion, or around US$4.5 billion net after re- 
payments of principal and interest received on existing loans. 
The bank expects its capital to be some US$86 billion by 1986 

(when the next capital increase is due) in- 
cluding instalments received by then and 
that, at the current rate of lending, it will 
not have reached its statutory limit until 


gone ate the end of the present decade. 
| 1973 | 1977 | 196 Last year the bank's shareholders de- 


_ Butthebank,ormorespecificallyitsor- | !BRD — |  (US$millions) cided that it should not increase its lending 


beyond a "sustainable" limit — in other 
words to a level which assumes a further 
increase in capital. But that is exactly what 
the World Bank needs to do to meet the 
new international situation. A 5% real an- 
nual increase in its lending implies a 
further capital increase of some US$40-50 
billion, or roughly 50% of that already 
pledged (though not yet fully contri- 
buted). The bank can expect a selective 
capital increase, linked to the recently 
agreed 47.5% increase in International 
Monetary Fund quotas, but this implies 
only some US$20 billion of new capital for 
the bank and the exact size and weighting 
of the selective increase among subscrib- 
ers has yet to be decided. 

Unlike commercial banks, which gear 
up their loans to capital in a ratio of 
perhaps 12:1 on average, the World Bank 
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Small as the country 
may be, the Netherlands’ 
annual exports of agri- 
cultural and food products 
add up to 42 billion Dutch 
guilders or approx. 

US $16 billion. This 

makes the Netherlands the 
world’s second largest 
exporter of these products. 
In fact, as far as dairy 
products are concerned, 
the country is number one 
worldwide. 


A gricultural products 
account for 25% of Dutch 
exports, a fact which high- 
lights the importance of 
Rabobank. As the 


country’s one and only 
‘green’ bank, Rabobank 
provides 90 per cent of all 
loans to Dutch agriculture 
and plays a key role in 
agribusiness finance. 

It is this importance of 
agribusiness to Dutch 
foreign trade that has 
made Rabobank so highly 
knowledgeable on all 
aspects relating to inter- 
national trade finance. 


Win total assets 
exceeding 110 billion 
Dutch guilders (some US 
$42 billion), Rabobank is 
not only one of the largest 
banks in the Netherlands 


but also one of the 50 
largest banks in the world. 


Doi business with the 
Netherlands means doing 
business with Rabobank. 


Member of Unico Banking Group 
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Rembrandt country i$ Rabobank 
country. The country where traditions 
of excellence continue to flourish. 


habobank 


Rembrandt country is Rabobank country 


Rabobank Nederland, International Division, Catharijnesingel 30, 3511 GB Utrecht, the Netherlands. Telex 40200. 
Branch office New York, U.S.A. Telex 424337. Representative office Frankfurt/Main, F.R.G. Telex 413873. 
Representative office London, U.K. Telex 892950. Subsidiary Curacao, N.A. Telex 3422. 
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s a very conservative institution. But its officers, right up to the 
level of president Tom Clausen, are firmly against the 
bank gearing up on the lending side simply because they feel 
u s might affect its unimpeachable record in inter- 
nz tional capital markets and among its bondholders in parti- 
- ES 

j^ "This i is very important because the bank operates on the basis 
of a very small proportion of capital actually paid in — originally 
7.5% but now 10% — and borrows in order to be able to sustain 
its own lending programme. Its outstanding loans as at June 30 
stood at US$39.4 billion. Because it can tap international capital 
nainly bond) markets as a prime borrower, the bank is able to 
im nit the cost of its own borrowings (by accessing low as well as 
higi interest-rate markets) and pass on the benefit to its bor- 
ers. This is something commercial banks obviously cannot 
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- The average cost of all borrowings outstanding during the 
yea to June 30 was 8.72%, including (recently introduced) 
Short-term notes which enable the bank to take advantage of the 
m " ntly positive yield curve. Lower borrowing costs in fiscal 
3 led to a reduction in loan charges (to 10.4776 on July 1). Be- 
se the bank keeps a safe liquidity cushion too — and earns 
th returns on it — it was able to show re- 
ic co d net income of US$752 million in the 
est financial year — which goes back to- 
(Mw a boosting reserves after some transfers 
to 9 IDA. 
- By making extensive use of currency swaps 
too — totalling US$1.7 billion in fiscal 1983 
pue World Bank is able to acquire borrow- 
ng s in effect through the secondary market 
with out saturating primary markets and in 
cu encies bearing favourable interest rates. 
- Banks and other institutions on the other side 
‘of the transaction benefit from acquiring bor- 
Ei gs in (typically) US dollars where their 
earnings are dollar-based and on terms which 
nable them often to show exchange gains: 
or example, last year, by converting dollar 
borrowings at an average cost of 12.37% into 
‘Swiss francs, Deutschemarks, Dutch guil- 
- ders, sterling and Austrian schillings with an 
“average borrowing cost of 7.34%. 
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is access to international capital mar- Rardin. 1s 


ets — including a large component 
of Saudi funds — makes the World 
Bank unique and also gives it a potential to 
aid developing countries which many of its 
senior officials feel is underused because of current restrictions 
* onits lending. One official suggested that the bank could borrow 
a least half as much again as it currently raises in financial mar- 
kets and that it could “easily lend US$1-3 billion a year more" if 
it had an assurance of a capital increase. Another option is a 
k "capital increase with no paid-in element but again that might 
$ E: af fect the bank's own creditworthiness. So the consensus with- 
in the bank favours a further general capital in- 
E. : dee 
— Another, more radical, alternative being considered (though 
- there is no formal proposal as yet) and one which will no doubt 
— be discussed at the annual meeting is the creation of a new World 
Bank subsidiary, or affiliate, which would not necessarily be 
d .. subject to the same lending restraints as IBRD. As one bank of- 
ficial pointed out to the REVIEW, the World Bank has substantial 
Be tetained earnings which it could contribute to such a new af- 
— filiate. At present the bank's one requirements entail a 
|. great deal of legislative agreement by member countries. Freed 
E om such restraints, a new affiliate could move more freely and 
- perhaps gear up on its capital base without impairing the credit- 
— worthiness of IBRD proper. Its cost of funds would probably be 
— higher than the World Bank's — but “not all that much higher" 
- as one source put it. 
k If such a new affiliate could tap commercial banks’ funds, or 
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of co-financing which the World Bank has been active the principie pursu- 
ing since Clausen took office. What the World Bank has essen- 
tially done up to now is to lengthen the maturity of commercial 
loans (to up to 12 years) by joining lending syndicates and 
thereby providing a comfort blanket to other lenders. Longer 
maturities at the same time mean lower principal repayments for 
borrowers. 

There are three types of co-financing: with official aid agen- 
cies, export-credit institutions and commercial banks. Co- 
financing with official aid agencies has been very successful. 
There has been a "substantial growth" in co-financing with com- 
mercial banks too, though it tapered off this year. In February 
the bank got approval for a new type of co-financing with com- 
mercial banks. Many banks from all over the world have shown 
interest and co-loans have already been made in Latin America, 
Hungary and Thailand. 

Instead of the World Bank making a parallel loan to that made 
by commercial banks (traditional co-financing) with a cross-de- 
fault clause linking them, the bank participates directly by tak- 
ing a stake in syndications or guaranteeing part of the loan. 
Commercial banks are repaid ahead of the World Bank, which 
may also subsidise interest rates for borrowers beyond a certain 
level. But co-financing with export-credit 
agencies has been less successful, largely 
because national agencies usually want to 
tie procurement of capital goods for pro- 
jects to their own national suppliers. In the 
year to June 30, 1982, co-financings totalled 
US$7.42 billion including US$3.3 billion 
from commercial banks. Apart from joining 
commercial banks in co-financing, IBRD 
graduates borrowing countries onto wholly 
commercial loans as soon as they are able to 
service them. Likewise IDA graduates reci- 
pients eventually onto IBRD money. 

Within present limits imposed by its capi- 
tal base — and given the serious constraints 
on IDA funding and lending — IBRD 
began pushing some of its loans out faster in 
the fiscal year to June 30, under a so-called 
special action programme. This is being set 
initially at two years (1983-85) during which 
time IBRD disbursements should be accel- 
erated by some US$2 billion — an 8% in- 
crease. But it will have the effect of increas- 
ing net transfers by some 25% over this 
period. The programme will be extended if 
economic recovery is delayed. 

Countries increasingly need quick-dis- 
bursing funds in the present climate of strained balance of pay- 
ments and in some cases the World Bank is now paying part of 
the local-cost component of projects, normally met through na- 
tional-budget revenues. Other important parts of the special ac- 
tion programme are structural adjustment loans (SALs) which 
offer countries quick disbursing finance to enable them to offset 
the adverse effects on their payments (and some parts of the 
community) of adjustments to tariffs, energy prices, subsidies 
and so on while they try to rid their economies of price distor- 
tions and open them up to international trade and financial 
flows. South Korea, Thailand and the Philippines have been 
Asian pioneers of the SAL programme. However, this form of 
non-project lending is not destined at present to exceed 10% of 
the bank’s total lending, implying a ceiling of around US$1 bil- 
lion a year. Small in relation to needs; say outside economists 
who suggest at least double that figure is needed. 

In addition to wanting to see its capital base enlarged, the 
World Bank will be anxious to secure an assurance on adequate 
funding for IDA. The bank had to increase IBRD's lending 
programme by US$800 million in fiscal 1982 to offset the 
shortfall in IDA commitment authority. Apart from debt-ser- 
vice and net transfer-of-resources problems this builds up for 
borrowing countries, it is a further strain on the bank's own re- 
sources. DL — ANTHONY ROWLEY 
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pore sets new horizons for 


Arab Banking Corporation. 


\rab Banking Corporation (ABC), the Bahrain which are strengthened by a thorough knowledge of 


based international bank, has established a branchin these areas and their business potential. 

singapore thereby increasing its worldwide scope. ABC offers a full range of commercial. 

The branch will focus its attention on the strengthening merchant and investment banking products. 

of commercial and trade relations between Asia and including effective and innovative financial packages 

the Arab world. that can be designed for vour specific requirements. 
ABC is supported by an international branch With an equity of USS 965 million at 

and subsidiary network which includes Bahrain. December 31.1982 and total assets of over USS 7 billion. 

New York, London, Milan, Frankfurt and Monte Carlo. | ABC has a solid base for continued growth and 

ABC's financial managers are well placed in both the expansion of its international network and 





\rab and Asian regions to provide banking services services for its customers. 


The Bank with performance and potential. 


\rab Banking Corporation. 14th storey, Shell Tower. 50 Raffles Place, 0104 Singapore. 
Telephone: 224-2977. Telex: RS 28989 ABC SNG. 
Head Office: Bahrain. Branches and subsidiaries in New York. London. Milan. Frankfurt and Monte Carlo. 
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Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$16.95 or HK$110 (or the 
equivalent in local currency) Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 
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Our international banking connections... 
make us even more attractive. 


First Hawaiian Bank. Surrounded by eus: 
- And supported by a strong international division 

with world wide connections and direct ties to 
financial institutions throughout the rest of the 
United States. We're the eldest, most innovative 
bank in one of the most beautiful, yet cosmopo- 
litan places on earth. 

If business brings you to Hawaii, business 
sense will bring you to First Hawaiian 
Bank. The financial bridge between East 
and West. For further information, contact: 
First Hawaiian Bank, International 
Banking Division, P.O. Box 3200, 
Honolulu, Hawaii Apat 
Telephone (808) 525-8851. 


We say yes to you. MemðerFDIC. 


Overseas offices: Guam-Agana, Dededo-- ' 
Tokyo + Grand Cayman BWF S 








THAT CRITICAL MAKE OR BREAK DEC 


For a few hours, take a break from your hectic schedule, Then, on boarding, you'll be assisted to your own private 
and take in the pleasures of our Business Class service. cabin. And shown to your favourite seat, reserved at the time 
First, there's priority check-in and baggage handling, so your secretary made the booking. You'll find the specially- 


you'll have more time to unwind over a drink in our exclusive designed seat is as wide as seen in First Class on some airlines, 
Silver Kris lounge. and the legroom would win the applause of basketball players. 








Facts about Burgan Bank: Kuwait 


Burgan ... the word derived from Arabic, meaning 'formation of 
white and black rocks' was the domed hill area where once cara- 
vans stopped on their travels in the Arabian Peninsula. Again it was 
at Burgan that the first and the largest oil field was discovered in 
February 1938. 

Burgan Bank S.A.K. was established under an Amiri Decree in 1975 
(banking operations started in 1977), with the Government retaining 
majority ownership of the bank's equity. 

Six years of consistent growth (total balance sheet as at 31.12.1982,: 
US$2.149 billion), and multinational experience of key executives 
have contributed to make Burgan ... a trusted name in banking. 
If you are in the process of choosing a bank in Kuwait for Contract or 
Project Financing, Trade Financing, Loans, Deposits, Funds Man- 
agement, Foreign Exchange, Syndication of bond issues . . . contact 
Burgan Bank, Kuwait. 

The Nation's Bank. a B— > 
@ ——_ 


Burgan Bank S.A.K. 


P.O. Box 5389, Safat, Kuwait. Tel: 417100-9. 
Telex: 23309 BURGAN KT 
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The flacon in the picture contains actual oil from Burgan oil field. 
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Where electronic banking accurately 
reflects your foreign exchange needs. 


The Citi of Tomorrow. Where electronic banking 
brings you up-to-the-second facts about fluctuating cur- 
rencies. Facts that identify trends, safeguard capital, and 
are compiled from over 2,400 worldwide Citibank offices. 

Case-in-point: Suntory Limited—the largest producer 
of Japanese whisky, wine, beer and other beverages—has 
been rapidly expanding into overseas markets. To help 
Suntory keep up with its growing foreign exchange 
management needs, Citibanker Tatsuo Umezono b 
explained how electronic banking could put the latest 
rates and trends at the company's fingertips. Read 
on to learn how. 
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... Where Suntory gains almost $1 million by 
improving foreign exchange management. 


Within one year, Citibank electronic banking helped 
save almost $1 million for Suntory by increasing staff 
productivity and improving foreign exchange management. 

Suntory, Japan’s oldest and largest distiller, uses 
electronic banking to identify currency trends, obtain 
financial analysis and advice on international markets, and 
reach buy or sell decisions on up to 22 currencies and 
money market instruments. 

Says Suntory President Keizo Saji: Electronic bank- 
ing helps us make daily decisions on foreign exchange— 


































With the Suntory Museum of Whisky in the background, 
Suntory's President Keizo Say (1.) and 
Citibank Senior Vice President Tatsuo Umezono 
consider new ways to implement electronic banking 
for improved treasury management 
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Reagan has managed to bring about changes in certain 

policies of the World Bank and — to stall its funding to some 
extent — Washington's parallel attempts to influence the role of 
the bank's sister institution, the International Monetary Fund, 
have signally failed. 

The Reagan administration came to power declaring in effect 
that the IMF should be a lender of last resort behind the (sup- 
posedly more canny) commercial banks. Much the same think- 
ing was applied to the role of the World Bank where commercial 
banker Tom Clausen was installed as president, though he has 
proved a more stalwart defender of the bank than many thought. 

When the international debt crisis began to erupt a couple of 
years later — especially in Latin America — as a predictable re- 
sult of Western recession, high interest rates (largely Reagan-in- 
spired policies) and because of the imprudent aggregate lending 
of commercial banks, the US administration 
had to do a quick re-think on the IMF. Suddenly 
it had to become a lender of first resort, to bail 
out some dangerously exposed (major) US 
banks. The US all too gladly agreed, along with 
other IMF contributors, to a major increase in 
the fund's quotas. 

Then the IMF began calling the shots. Com- 
mercial banks began wanting to demonstrate 
the magic of the marketplace (to coin a 
Reaganism) in their own way — by doing a 
disappearing act. The bigger ones wanted 
to restrict their lending to rescheduling Latin 
American countries and the smaller ones to 
pull out altogether. But the IMF, which had 
effectively taken charge of the reschedul- 
ings along with the so-called Paris Club (of 
bankers) and the Bank for International Settle- 
ments (BIS), told the commercial banks there 
would be no new IMF money whatsoever unless they stayed 
in, 

As well as marshalling support for the debtor countries’ res- 
cue operation, the IMF turned its attention to economic policy 
adjustment in debtor countries and to compiling better statistics 
on developing country debt (along with the recently established 
Institute of International Finance under the BIS). As a result 
commercial banks which had lent freely in the past, often with 
little knowledge of how much their competitors were lending to 
a sovereign borrower, should have a better picture in future. All 
in all, the IMF and its managing director Jacques de Larosiére, 
have emerged statesman-like from the crisis while the Reagan 
administration, like some of the banks whose cause it originally 
championed, has shown signs of panic. 

Not that the administration has foresaken all efforts to influ- 
ence the role (and relative importance) of the IMF. When, at the 
Williamsburg economic summit in June, the IMF was given a 
mandate to conduct surveillance of the economic policies of the 
five largest industrial economies, that was not to say that it was 
intended to speak altogether freely on those policies. There was 
tacit agreement among Western leaders, led by Reagan and 
British Prime Minister Margaret Thatcher, that the battle 
against inflation should continue to take first priority at the ex- 
pense of reflation. So, the IMF is effectively charged with polic- 
ing a prescribed set of policies. The US administration has also 
pushed the IMF to persuade debtor countries in Latin America 
to continue their current imports while “selling this as 
[economic] adjustment." This safeguards US exports to some 
extent but it may at times be at variance with the IMF's own 
policies on payments adjustment in the debtor countries. 
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Even so, events of the past year have come as something ofa 
blessing in disguise for the IMF, both in reinforcing its supre 
tional role — including that in the US which has 19.6% of the I? 
votes, well ahead of Britain's 6.86% or any other coun y" or 
group of countries among the IMF's 146 members — and inc ^ 
siderably reinforcing its financial resources. i 

Early this year, the Interim Committee, the IMF's polices 
body, agreed to a 47.5% increase in the IMF's quotas — fro 
special drawing rights, or SDRs 61 billion (US$66.6 billic on 
current rates) to SDRs 90 billion (REviEW, Feb. 24). Onl 
around half of this additional funding yields usable resou a 
hard currencies of countries in balance-of-payments surplus 
which are lent to members with unsustainable deficits. aM ; 
members subscribe a large part of their quotas in their own n 
tional currencies.) A parallel increase, however, in the 
sources of what is known as the IMF's General A reet t 

Borrow (GAB) from SDRs 6.4 billion to SE oR | 
17 billion will yield two-thirds of usable re 

sources. This will be of particular benefit s ne 
& the Group of 10 (leading industrial-ce unt 

members of the IMF) also agreed earlier this 

year to throw the facility open to less-develope d 

countries (LDCs) for the first time. The que ti j 

and GAB increases take effect from the Ada 

this year. 

In addition, the IMF announced about t 
time that it was negotiating two substz vti 
loans from the Saudi Arabian Monetary Ate 
thority, or Sama. These, together with the 
quota and GAB increases yield the IMF around? 
SDRs 30 billion of new usable resources. Cen- — 
tral bankers and finance-ministry officials from 
major nations were due to meet in Paris 
mid-September to clear the way for the IMF to 
borrow around US$6 billion from industrial na- - 

tions and from Saudi Arabia, probably in a 50:50 proportion. — 
These (market-related interest) loans are designed to cover 
the IMF's commitment gap in financing loans it has n | 
ready authorised to countries with serious payments prob- 

lems. | 
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hile the US Governments executive branch : 
We too eager to endorse the IMF's need for a bigger p- 

front role in lending to keep big debtor countries afloat” 
(and to put its money where its mouth was) the US congress wa ne 
not so ready to cooperate. The bill to increase the US’ own shar di 
of IMF quotas by US$8.4 billion passed quickly through the: ie | 
publican-controlled Senate but very nearly stalled on the floor o 
the Democrat-controlled House of Representatives in July. 
Suddenly the IMF found itself confronted with a range of critic d 
arguing not that it was lending too much, too readily and with: 
too little conditionality (as was the case with India's SDRs 5 bil- 
lion loan from the fund in 1981), but that it was baling out e 
commercial banks at the expense of the taxpayer. Other critics 
wanted anything from a cut in IMF staff salaries to a restoration” 
of the gold standard. 1 
Eventually the bill scraped through on a narrow majority but 
only after a swathe of amendments designed to restrain future © 
lending by US commercial banks had been attached to it. Even ^ 
the conservative Federal Reserve Board chairman Paul Volcker 
was so concerned over one of these amendments that he felt con-- 
strained to warn the House Banking Committee that it could © 
"adversely affect the functioning of the international monetary . 
system." The amendment gives congress powers to veto any 
vote by US representatives on the IMF board to approve a new -— 
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t access policy allows borrowing countries to draw 








iccess ceiling of 102% yields the same total volume of 
ill fund resources are increased by 47.5% as the cur 
o ceiling provide from the previous quota base. | 

r, since the selective quota increase skews the distri- 
the new quotas, pays countries would find that t t 
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es or battle po awn over the access issue are almost the 
ose which formed around the quota debate last year. 
qnd European countries, together with France 


ds and access retained at t 150%. Genes the quota 
will be reduced to a cruel illusion. 












should be related to resources. They argue that thé en- 
-access policy instituted after the second oil shock was 









footing. Moreover, while lower ceilings may offsett 
increase for LDCs in terms of access, the conservative 


one would be drawn from subsidised ELE. re- 


ywever, there isa sim ültatieous move by conservatives to in- 
ase the rate of remuneration paid to fund lenders. The fate 


es which comprise the SDR basket, currently 8.96%. The 


ge levied on fund borrowers for the use of ordinary te- 
es (currently 6.25%) closer to the market- related cost of 
owed resources. 

conservatives are also pressing t to reduce access level on 


5). The US would also like to see conditionality imposed on 


involving trade-offs between levels of access, rate of re- 


overnors in September. Another will be the question of _ 
orrowings from governments and central banks (by which 
Group of 10 should have given prior approval) and the " 
the IMF’s Compensatory Financing Facility (CFF). A 
topic — one likely to generate a fair amount of con- | 


ice the recently agreed quota increase is both selective: as 
as general, some countries’ quotas will be increased more 
thers’ less than the average 47.5%. The increase is de- | 
with changes in: the world economy since the last selective | 
56 million is smaller than that of the Philippines at SDRs 

as moved the debate to access policy, with the conser- | 


the US, Britain, Japan, West Germany) argu- ` 
hould be reduced so as not to increase the levels - 


quota annually, or up to 450% — and in exceptional - 
— Of quota over a three-year extended arranges d 0. 
















servativé powers. on the other hand, insist that fund 








ved as a temporary mcasure to allow the fund to meet - 
„greater liquidity needs out of borrowed resources, while — 
est quota increase has now restored the fund's finances to 


the cost of borrowing will decline since all funds under the : 





















rently is 85% of the combined rate of interest of the five cup 
int rate of remuneration is 7.62% and the US, Japan and ^ 


tain are pressing to raise it to 100% of the basket's market | 
n order to remove the hidden subsidy. This would raise the ` 


F (125%) as well as on the buffer stock-financing facility - 


e of CFF resources. There is likely to be a package solu- - 


next three years. ^ | Brazil 4 5853 
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1 sionthly » Morti Gaunt Trust of New York and edited y | 
- economist Rimmer de Vries argued recently: “When the quota 
“increase takes effect, the countries’ access to the IMF should not 
be scaled back from the present 450% of quota, SO as to permit 
| them to return to the IMF for asecond time." 
Significantly too, Morgan Guaranty argued: “While the IMF 
can provide leadership in marshalling balance-of-payments sup- 
| port to developing countries, it is particularly important that in- 
| creased long-term development assistance fromthe World Bank 
and other multilateral lending institutions be forthcoming. Inte- 
cent calls for à new Bretton Woods system, too much emphasis 
seems to be placed on the need to reform the exchange-rate sys- 
tem and insufficient attention has been devoted to the critical 
issue of development finance.” Clearly critical of the US admin- 
istration’s stance and that of other Williamsburg. nations, this 
; view comes from an institution which is traditionally measured 
án its criticisms and which has been. sympathetic to some of 
Reagan' s domestic economic policies. 
| Another respected outside source which sees a need fora an in- 
creased role by the IMF is the Bee a oo based Institute for 
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national debt crisis, and can it be contained without a 
devastating financial collapse? Probably the most sys- 
tematic attempt so far to answer these questions has been made 
by William R. Cline, senior fellow at the Washington-based In- 
stitute for International Economics (IIE), in a study due to be - 
published i in September. Cline, concludes that the world debt 
problem is one of illiquidity rather than insolvency and can be 
contained without | 
a crash pro- E 
vided (crucially) | 
that ` developed- 
country  econo- ` 
mies sustain a | 
certain level of | 


growth Over the | Mexico: 


W. hat.are the exact dimensions and aien of the inter- 
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N ff have discussed this option 
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and that the IMF gove: e 
nual meeting." REVIEW s 
cautious attitude on theq 
the nature of the i in: sti t 
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gap is between now an 
commitment gap coul 





stion however, as it t could “change 


und sources say th vill not need to borrow more, pro- 
hich require legislative approval 
through on time and that the real 
he quotas come into effect. This 
h US$6 billion by the end of this 
year. The present li osition does not give rise to any 
great concern provided that there are no further major demands 
on it. Only the big countries with quotas exceeding US$1 billion 
(such as Brazil, Mexico, Argentina or India) can “swing liquid- 
ity" as one official put it. The IMF attitude towards commercial 
borrowing is (as one source explained) that “we need to fill up our 
traditional official sources before we consider anything else. The 
IMFi is an 1 inter- governmental ir institution where debtors and cre- 




















and US$53 billion in: A -cürrency debt of East- 
ern Europe (excluding the Soviet Union). Non-oil 
developing-country de pieg nearly five- 
fold between 1973 and 1982. 

This represents 1996 average. annual growth 
over the past decade, or 8.7% growth after deduct- 
ing for inflation. Real gross domestic product (GDP) 
growth in non-oil developing countries had mean- 
while averaged 4.5% annually between 1973-82 so 











Citicorp. 
BankAmerica 


Man. Hanover 


J.P. Morgan 
that the weight of external debt relative to domes- Chemical - 
tic production has risen from 22% to 35% over Continental 

First Interstate 
this period. But, because these countries’ exports Bankers Trust 
grew faster than their GDP as a whole, the ratio of app Pacific 

irst Chicago 

external debt to exports of goods and services rose Crocker National 


more modestly from 115% in 1973 to 143% in 
1982. However, the debt-service burden (interest 
on short- and long-term debt plus amortisation 
on long-term debt) rose from 15.496 of ex- 
ports of goods and services in 1973 to 22.296 in 1981-82. 

This in turn reflected the sharp rise in interest rates in recent | 
years às, according to Cline's study: "Nearly two-thirds of de- 
veloping-country debt is at floating interest rates tied to the Lon- 
don inter-bank offered rate." While high nominal interest rates 
caused by high inflation in the 1970s were adding to developing 
countries' cash-flow burdens, inflation itself was "accelerating 
amortisation of the debt." In real terms — and relative to the ex- 
port base — growth of developing-country debt in the 1970s was 
more moderate than the nominal figures show. 

In 1981 — more so in 1982 — that situation changed. Inflation 
fell sharply while interest rates remained high. There was a 
sharp deterioration (in 1982) in the nominal value of developing- 
country exports, while debt continued to rise. Export stagnation 
was "driven by global recession and by [US] dollar appreciation 
and commodity-price erosion.” In sum, said Cline, “there was a 
significant economic erosion in 1982 that lay behind the 
emergence of acute debt-servicing difficulties in several coun- 
tries" (notably Latin American). He added that the effect of 
higher oil prices too was “an unambiguous increase in develop- 
ing-country debt of extremely large dimensions." 

While noting that foreign commercial banks were "possibly 
overly accommodative" in lending to developing countries, 
Cline's study notes that the debt problem arises primarily out of 

"international economic shocks." He also finds that "detailed 
econometric analysis of developing-country borrowing has 
shown that it was associated with acceleration of productive i in- 
vestment rather than used ura for consumption purposes." 
Se ernie default occured befo 
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after the IMF insisted on a tough 
think you're going to see a lot. m 
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bulk of sovereign debt to private sources is in the form o 
lending. Because banks are highly ieveraged financial 
mediaries the economic damage from default could be 
plied several-fold.” 











or the US banking system as a whole and for 
the largest US banks, exposure to developing C 
"poses a substantial potential vulnerability," says 
Some two-thirds of total debt to developing countries is “in 
sense at risk as revealed by interruption in debt servicing in 
83. Accordingly, the potential vulnerability of the financ 
tem must be taken seriously." A write-off of one year's pa 
ments from Argentina, Brazil and Mexico wouid me 
banks would have to start reducing their total loan. 
to re-establish the capital-to-loans ratio. required... 
gulators. Economic shock waves then could be. exp 
flow through the US, reducing credit and raising un 
ment. 

Cline noted that many US and other banks are now des 
into a situation of involuntary lending to developing co 
since the International Monetary Fund threatened at the ti 
the Latin America crisis that, if the commercial banks di 
provide. new lending, there would be “no new IMF funds W 
soever." So the danger for the banks persists. _ | 

Whether that danger remains potential or become 
penus bond on economic eow in the e develo 
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I liquidity pied cash- flow problems, insolvency a an ina- 
orepay debt. _ : * 
'onically, oil-exporting nations are likely to suffer the worst 
ms in servicing debt over: the next few years, assuming.. 


he nominal dollar rice of oil remains at US$29 a barrre | 
$ k By Mohan Rami in New Delhi 


85 and risés to US$34 a barrel in 1986. In contrast, pto- | - | : 

on for oil- importing countries show a "surprisingly favoura- | ndia has been the biggest beneficiary of the. faternational 
utcome.” And so, in Asia for example, the currént-accoun T - 4@ Development Association (IDA) — soft-loan window of 

n of South Korea, a major oil importer, is shown improv-. | lithe World Bank — whose lending is on a near-grant basis. 

ically by 1985 and that of the. Philippines « deteriorat- Reduced flow of concessional aid to India via IDA will mean a 
ly while Indonesia (an oil exporter) suffers a dramatic. 
on. But among a group of oil exporters whose current 
ikely to deteriorate sharply, Indonesia is the only one 
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-bleak prospect for its economy. It will have to settle for slower 
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growth — cutting down imports drastically —o it will have to go 
for large- -scale commercial borrowing to keep hà obs and; in a 
“the process, contract an unmanageable debt. pia, : 









1949, has been in the development of aede energy d 
ture. As of June 30, 1983, its loans and credits to India. 
US$16. 82 billion, the largest to any single nation. The 
‘bulk of the assistance has been through IDA on highly conces- 
sional terms totalling US$11.50 billion. The International Bank 
for Reconstruction and Development (IBRD) lent a total of 
US$5.20 billion. . 
‘The World Bank is greatly impressed with India’ s develop- 
ment effort and has repeatedly praised India’s success in handl- 
ing some of its problems: Ed the food deficit, adjusting 
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-With assets. exceeding $26 billion, a worldwide - Bank, Ltd., we are popularly known throughout 
network and a history - -of more than. 80 years, Japan as “Takugin”, a contraction of "Takushoku 
Hokkaido Takushoku. Bank is one of Japan' s major (development )” and “ginko”, the Japanese word 
financial institutions. — |. forbank. — | 
c We are headquartered in Hokkaido, the ait | Because our. full name can Es a hall imposing, 
frontier” of the Japanese archipelago and an in- might we suggest that you too just call us Takugin? 
vig rating pioneer environment that has done much — It’s a name that in Japan. or any other country 
to shape. our spirit, — | means the forward-looking bank with the can-do 
Though o our full i name is The Hokkaido Takushoku pioneer spirit. ar 


Y y The Hok aido Takushok 
— ust call us TAKL 
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concessional loans. India has 
of IDA funds, getting 40% of 
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re Philippines’ s uant adjustment programme has 

been moving along well but has recently come up against 
short-term problems which may temporarily delay or reserve 
some actions already taken. 

The first US$200 million structural adjustment loan (SAL) 
was. designed to cover primarily Manila, reducing its reliance 
on imported energy in favour of developing local geo- 
thermal, coal and hydroelectric sources with a scheduled re- 
duction and bor manestion of the country’s highly protective 
tariff structure. 

The phased-tariff programme is on schedule but has come 
up against emergency measures the government has been 
forced to take to maintain this year’s balance-of-payments 
deficit at US$600 million (the 1982 deficit was US$1.135 bil- 
lion). Slower- -than-expected export recovery has forced 
Manila to restrict certain types of imports going against the 
theory behind the restructuring. 

.. A US$300 million second SAL was signed in April which, 
while continuing the energy and tariff programmes, included 
a rationalisation of industrial incentives, simplifving the 
former system and emphasising industrial performance 
rather than automatic tax waivers. The National Assembly 
has already passed the new Investment Incentives Act this 
year: policy discussions are currently under way for Manila's 





third SAL, estimated at from US$300-350. million, likely to 


be signed sometime early in 1984. Agricultural credit and in- 
centives, along with suggestions for restructuring agricul- 
ture’s institutional network, will be part of this SAL. 

The programme at times has come under political fire as its 
major proponents — government technocrat ministers 
headed by Prime Minister (and Finance Minister) Cesar 
Virata — bore the brunt of charges that they have become 
World Bank and International Monetary Fund puppets sub- 
ject to US influence in the two institutions. Both the formal 
opposition and the Left have criticised adherence to World 
Bank policies as favouring the multinational interests of the 
US while even some within President Ferdinand Marcos' 
own party have publicly called these policies a virtual abdica- 
tion of sovereignty to the bank's economic dictates. But with 


Marcos resolved to stand by the structural changes, it isun- 


likely the programme will be abandoned. 


— GUY SACERDOTI 


South Korea: Economists and government officials say the 
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pledged contribution. As a resuli 
usual 40% to around 28%. ^ 

India used to get 81% of its World an 
IDA loans and the rest in the banks' c 
charging loans. In 1982 this proportion di 
year it is about 50:50. In effect the bank h 
the gap by changing the blend in favour. o 
up for IDA shortfalls. Consequently; 
graduated d out of IDA and the US has 
mination to achieve this. | 
Amid all this comes another thre 



































SAL, Rae been E and 
been surprisingly like-minded 
should readjust its economy. = 5 o5 

The loan, disbursed in 1982, i is rep ya 
cluding a three-year grace period at 11. 6% 
its conditions are that Seoul reduces ener; 
re-evaluates the industrial incentive system, 
balanced energy and grain-pricing policy and libe 
financial sector. Although these reforms have bee 
slower than the bank would like, the ha ! 
moving in this direction. Y 

"There have been no serious disagreements ov 
tives,” said Suh Sang Mok, an economist of Kore: 
ment Institute (KDI) familiar with the cael t 
conditions of the loan. Young Sil Gil. ar 
economist added: “The bank played'a role in upgrac 
way in which the [South] Korean Government has h 
the economy." ol 

South Korea and the bank duneni are negotiating 
ond SAL, reportedly for US$250 million, expected to 
proved this vear. — PETER ENG. 
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Thailand: Progress on fiscal policy reforms — particula 
those related to increasing government revenue through. 1 
proved tax collection and a broadened tax base — is proba 
the most outstanding achievement so far of Thailand’s str 
tural adjustment programme linked to World Bank-fü 
SALs. Partially financed by these, the Finance Ministry's. 
venue Department, responsible for personal and corpor: 
income tax collection, has improved its computerised syst 
on tax profiles plus other. related data. — | 

It has also established eight area tax offices i in Bang 
decentralisation plan to boost efficiency. M 








wider the same ministry's jurisdiction — is in 
process of setting üp a computerised system for similar p 
poses. 
But not all planned fiscal-policy adjustment | has“s 
ceeded. A series of planned public-utility price reforms 
suspended following political opposition (REVIEW, Mar. 2. 
Of the targeted increases, only train fares were raised re 
ceritly but the rise was less than authorities had wanted. 
Meanwhile, policy reforms in four other major area sco 
ditional to SALs — including agriculture, industry, e 
and institutional development — are said to have pri 
satisfactorily. 
Structural adjustment was direudy a main 1 theme ünder th 
fifth plan (1982-86). Thai authorities are using the two SA 
received so far — including the first of USSISO million i 
early 1982 and the second of US$175 million disbursed i 
mid-1983 — as a supplementary tool to bring about qui 
and more efficient reforms in selected areas. A ae | 1 









state-run corporations (providing public utilit 
that direct government us rit can be Scal d 
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of IDA funds. The US has proposed retaining 40% of IDA funds 
for both India and China, splitting it evenly between the two. 

A severe cut in IDA transfers to India, reducing the annual 
flow to US$500 million a year during IDA 7 years, looks inevita- 
ble. Although India might still get money for its projects from 
the IBRD — the cost-return criteria will be the same from the 
World Bank's point of view as with IDA funds — there is con- 
cern over interest rates and repayment terms which will add to 
the debt burden. Commercial loans are even more onerous. 
India has been resorting to commercial borrowings selectively 
for high-priority investments both in government and non-gov- 
ernment accounts: US$1.03 billion in 1980-81, US$1.20 billion 
in 1981-82 and US$1.51 billion in 1982-83. These are still a small 
part of the overall debt burden estimated at US$17 billion and 
therefore manageable. India feels it would be disastrous to go 
for large-scale commercial borrowings: that would be duplicat- 
ing a Latin America in South Asia. 

What should worry India is that IDA cuts start when New 
Delhi begins repaying the International Monetary Fund loan it 
took in 1981. The 5 billion special drawing rights (SDRs) 
(US$5.21 billion) loan was meant to overcome the balance-of- 
payments crisis caused mainly by the 1979-80 increase in oil 
prices. It was to provide a three-year cushion for a turnaround 
through a restructuring of the economy. As of now, only the 
final tranche of 1.1 billion SDRs is left for utilisation next year 
However, there has been no improvement in the balance-of- 
payments situation and no significant progress towards closing 
the trade gap. In January 1983, foreign-exchange reserves had 
been drawn down to Rs 31.36 billion (US$3.17 billion) despite the 
loan against Rs 51.63 billion in March 1981 (before the loan was 
taken). The trade deficit in 1982-83 was Rs 51 billion, that is 56% 
of total imports despite reduction in the oil-imports bill due to 
stepped-up domestic output and a fall in import prices of oil. The 
non-oil trade gap widened during the loan programme. 

There is little hope of closing the trade gap by 1984-85 when 
the loan runs out. Besides, the burden of interest-bearing IBRD 
loans and commercial borrowings will begin to be felt by 1985. 
With the IDA transfer likely to fall to US$500 million a vear, an- 
nual repayments including interest to the IMF will average 
US$6-700 million a year from 1984-85 for the next two years. 
This would reduce foreign-exchange resources by almost US$2 
billion. 
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Riots in Brazil: even these Vietnamese boat people wanted out. 


India feels the present debt-service ratio of 11% will go up to 
14% in 1984-85, but the brunt of the debt burden will be borne 
between 1986-90. It is estimated that India will need US$10-12 
billion by the end of the decade to meet repayment and interest 
obligations and the debt-service ratio will go up to 20% by 1990 
and perhaps 23-25% by 1995. 

While this is forbidding enough, India has also to reckon with 
frequent droughts which cause sharp fluctuations in agricultural 
production and the growth rate in general. Droughts mean 
lower exports, bigger import bills and added balance-of-pay- 
ment problems. 

"If our worst fears come true, I don't see how we can maintain 
the same level of imports and development," L. K. Jha, chair- 
man of the Economic Reforms Commission, said about IDA 
fund cuts. India will have to settle for slower growth, which will 
wipe out many of the past gains. Drastic measures, including im- 
port substitution, to reduce dependence on foreign funds would 
inevitably affect the growth rate. The only alternative is com- 
mercial borrowing on harsh terms. This could relegate India to 
the company of Brazil, Chile, Argentina and Mexico. The out- 
look is grim either way. 





PAKISTAN 








By Mohammad Aftab in Islamabad 


ortune may not exactly be smiling on Pakistan, but it is 
E quite well in attracting foreign economic assistance. 

One reason is the Soviet military occupation of neighbour- 
ing Afghanistan with all its security implications for the oil-rith 
Gulf and oil sea lanes to East Asia including Japan. The occupa- 
tion has turned Pakistan into a frontline state facing the Soviets 
which means that Islamabad has to undertake larger defence 
spending. The Pakistani economy, has at the same time, seen a 
steady growth during past four years which has been noticed by 
aid donors. 

A need to bolster Pakistani defences and aid its economy was 
reflected by the World Bank-sponsored Western consortium 
which agreed to provide US$1.43 billion for fiscal 1984 (July 1, 
1983 to June 30, 1984), when it met in Paris early this summer. 
Pakistan had asked for US$1.35 billion. 

The consortium, which includes all key Western nations plus 
Japan, also agreed to study Pakistan’s sixth five-year plan cover- 
ing the period from July 1, 1983 to June 30, 1988, in a special ses- 
sion in Paris on December 7 and 8. It will consider Pakistan’s aid 





The Soviet threat helps 
to 











get loans from the West 


needs for the plan and determine its creditworthiness. Leading 
commercial banks will meet there on December 9 to discuss co- 
financing of the sixth-plan projects with the Pakistani Govern- 
ment. The good nod from the consortium and the commercial 
banks is particularly significant at a time when international 
commercial banking is still stricken with massive Latin Ameri- 
can indebtedness — a phenomenon whose tremors are rever- 
berating around the globe. 

Pakistani officials seem sure that Western assistance for the 
sixth plan will be forthcoming at a reasonable level. Total cost of 
the plan is estimated at US$36.83 billion at current prices. 

Energy gets highest priority in the plan because of the need to 
step up production in all sectors, by overcoming a severe energy 
shortage, in the form of electricity, natural gas and domestically 
produced oil. Pakistani industry — throughout the country but 
more particularly at its industrial hub of Karachi — has been 
seriously afflicted by the energy shortage, resulting in shut- 
downs of industrial factories, businesses and farm irrigation 
pumps for several hours daily. The sixth-plan outlay on energy 
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ing ir inan ri almost complete standstill in aid relations: 





rvention in Afghanistan across Pakistan's long, por- 
n border, opened Carter's eyes to the dangers ahead 
Af, oil supply lines and the threat to Pakistan's security 


amaluddin in Dhaka 
orld Bank, which coordinates all development-aid 
es as an effective listening post for all donors, has 
me something of an enigma to many though it has 
me a synonym for aid-oriented development in 
sh. Its role in this country has, at times, become quite 
ial and it has also been variously accused of resorting 
sting and interference in the country's planning per- 
order to make Bangladesh follow the bank's political 
bhy. 

atas it may, the bank's operations in Bangladesh have, 

period of time, grown in volume many times. Beginning 
‘otal credit of US$151.4 million in fiscal 1973, its commit. 
reached well over US$2.4 billion of which US$947 million 








al Development Association (IDA). 
iile the bank's relationship with the present government is, 

indeed, very good, it was not quite so happy during the early 
ts of the post-liberation period. - ° 
This was largely because of the bank’ E attempts to pressurise 
e new Dhaka administration to accept part of the foreign-debt 
ibilities of Pakistan. Perhaps, as the coordinator of foreign aid 
istan as well as Bangladesh, the bank was trying to fulfil its 
ynsibilitics towards the donors. But the time and situation 
not yet ripe for such tactics, especially since Dhaka had 
















nued transfer of resources from Bangladesh to what was 







Ik's leadership appeared insensitive to this situation. 







al Pakistan, it retained its s name flag and assets and c 


cts. It has the second highest allocation of US$6. 67 | 


ansport and communications, another serious bottleneck i in | 
ountry's growth, will get US$6.66 billion. It will help move | 
gers and cargoes faster and take in larger volumes. Indus- 

ill get USSS. 7 billion, social services US$1.32 billion and | 


















US a Ji immy. Carter's s an pei 1 
lans to make an atom bomb wasatits: | 


peans, who take their cue from Washington, were. s 
verly friendly. However, in December 1979, Soviet - 


undisbursed as of June 30 this year. During 1983-84, a | 
JS$406 million has been committed. Bangladesh gets all 
ns from the bank's soft-term funding arm, the Interna- 


e itclear that its acceptance of Pakistan's debt burden at that. 
— before settling the division-of-assets issue, in the light of - 


f Pakistan and getting Pakistan's formal recognition — was - 
olitical decision which it was not. prepared to take. The 


e Islamabad was still claiming that it represented the. ori- u | 



















ways, : electric power, gas erated =< 
munications and water supply. | 
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ecause agriculture is the mainstay of Pakistan' s economy, 
«| Bs bank and IDA have emphasised projects and correc- 
tive meausres in that sector: Agricul ‘ural projects aim to 
ncrease production by supplying inputs, especially fertiliser, 
water, seeds and credit. They are also designed to improve water 
management, reclaim land by controlling salinity: and water- 
logging and provide support in areas such as- livestock deve- 
lopment, dairy processing. and agricultural research and exten- 





> sion. 


In industry, most Jendíiig for the private sector has been chan- 
nelled through development finance companies. The Pakistan 
Industrial Credit and Investment Corp. received 11 loans total- 
ling US$270 million. Three large fertiliser plants and small-scale 
industry have been among the beneficiaries of direct assistance. 

The International Finance Corp., the bank's affiliate for pri- 


vate investment, has supplied about US$70 million to 14 Pakis- 




















cluding those of the bank and the lternatibnat Moneta Fund 
— and was legally responsible for all debts incurred by Pakistan. 
If it defaulted, penal action could be: taken against the govern- 
ment. The bank's pressure on Dhaka to accept Pakistan's debt. 
liability was considered an unfriendly act. 

Although on July 1, 1974, Bangladesh had agreed to accept 
debt liabilities for proj ects visibly located in the country follow- 
ing formal recognition by Pakistan earlier in February, relations 
between the government, especially the Planning Commission: 
and the bank, had reached their lowest point. The Planning 
Commission was against the bank's assumption of the role to be- 
come philosopher and guide to policymaking for development. 

The bank was active in Dhaka through its resident mission 
after Bangladesh's emergence as an independent country, but it 
could play its role as chief coordinator for all foreign aid only 
after the creation of the aid consortium in 1974-75 which in- 
stitutionalised its leadership role. However, it became deeply i in- 
volved in this country from the very beginning by seconding its 
staff to the United Nations Relief Operations in Dhaka 
mission which was coordinating. all multinátiónal efforts in 
Bangladesh during the period. 

A senior government official involved in the overall-planning 
process is still critical of the bank's development strategy in 
Bangladesh for lacking an integrated approach. He told the 
REVIEW: "Up to the mid-1970s the bank's strategy was merely 
loan- and problem-oriented . . . it is still problem-oriented and 
that's the major characteristic of the World Bank's role in this _ 
country which lacks an inter-related, inter-twined, inter-depen- 
dent approach. [There is] only a partial approach . . . overall po- 


 licy direction is missing. 


‘He was also critical of prescriptions offered by the bank in 


: solving problems which were not properly worked out and were 
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Drastic ; structural adjustments intro- 
















The bank and IDA. le 

cations has focused on mai 
ing facilities rather than 
The bank group has also m 
that manage these serv 


sport rehabilitation of e: exist- 
tion of new infrastructure. 











pecially the Karachi Port Trust, 





Pakistan Railways, Tele and Telegraph Department, and 
federal and provincial highway agencies. 

Two projects in Laho: done in Karachi are examples of an 
important on-going programme in urban development. The 
IDA has provided abo 3$62 million for five educational pro- 





jects. These have a 
and higher technical 
level training for prim 


upgrade primary, post-secondary 
gricultural training, supply middle- 
| eachers and agricultural instructors 
and provide vocational instruction. Loan commitments have 
totalled US$3.1 billion through fiscal 1983 of which US$292 mil- 
lion were committed that year. — 

Both World Bank and Pakistani officials feel that bank- 
assisted projects are. doing well. However, in sectors such as 
education and population planning which are new fields even for 
the bank, potential government borrowers are still grappling 
with procedures which have to be followed when applying for a 
loan, getting it approved, implementing the proget and having 









sources had been transformed into surplus resources. “Without 
export expansion, resources increased by 100% last year be- 
cause of decelerated demand as the cost of such resources was 
jacked up by government measures . . . We are travelling from | 
one crisis to another," he added. o 


Another area of the bank's activities criticised by the Planning - 
Commission and other officials was the preparation of its annual = 


country report prior to the convening of the annual aid-consor- 
tium meeting. The bank prepares its own report — known as 
Green Cover by the colour of its jacket — -and submits it to the 
government for comment. 

The report is again published i in final fori of Grey Cover after 
adjusting the government's views, comments and objections to 
certains part of the bank's pontification. The problem of this 


exercise is that donors and consortium members who obtain a | 


copy of Green Cover get the bank's somewhat prejudiced ver- 
sion of the economic situation — the government's performance 
without the benefit of its own explanation — while the more 
balanced Grey Cover is the final official document when donors’ 
minds have been prejudiced already by Green Cover pointing an 
accusing finger at the government and prompting a hardened 
stand. Nor is this done in case of many other countries. 


rofessor Rehamn Sobhan' s book, The Crisis of External 

Dependence has an interesting chapter on the role of the 

World Bank in Bangladesh. Sobhan was a member of the 
Planning Commission when it sought to check the bank's in- 
creasingly important role. He comes to this conclusion: “. .. The 
bank and the IMF have now, under cover.of their multilateral 
format, emerged as highly effective proxies for the Western 
powers. Their staff are chosen for their ideological commitment 
to the prevailing bank philosophy and deployed to infiltrate or 
impose their will on dependent regimes . 

It continues: *. . . Within the framework of the entente cor- 
diale which prevails between the World Bank and the policy- 
makers of Bangladesh, the bank continues to remain a major po- 
litical force in Bangladesh. It is today perhaps better informed 
on the state of economy in Bangladesh than the government it- 
self. It has commissioned a large volume of studies designed 
within the bank's ideological parameters which now serve both 
as inputs in its various policy interventions and also as a major 
source of patronage to foreign and Bangladeshi consultants. His- 
not surprising that the bank's growing mo opoly « over this con- 
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ii: the path, to faster growth 


all its projects and holds a series of meetings with vari: 


Bangladesh up to June 1982 was over 52% , the perform 
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During the past couple of year 
prices have also been raised, 
ernment measures. Perhaps, in vi 
creases for electricity, gas, fer 
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win ni D 
prove aid and investment infk 


country Tenor. will manicis bo one Neg ins : 
prepared jointly. Whether this means that the Green 
port would cease to exist is still not clear. A 
A World Bank source has apparently confirmed this 
its approach. He says a joint strategy is being developed 
consensus, the basic idea being to learn from past mista 
bank's development strategy in Bangladesh is being g 
shifted from overwhelmingly agriculture-oriented,. $ 
bursement projects to quicsuisburing Suala proje ts 
ing inputs for agriculture. ee 
The source said that the bank's criticism seems to 
on aspects other than what it (the bank) is doing to im 
various projects in Bangladesh. The bank's report, which 
one facet of its-activities, gets a lot more attention Pham i 
doing physically to get the job done. 
The bank ts currently involved in 55 different projec 
fields of agriculture (irrigation and rural development) 
try, physical: infrastructure and power. The bank's res id 
sion in Dhaka is engaged continuously in monitoring pr 


ernment implementing agencies. The local office is apy 
not involved in the bank's policy making process but its m! 
is to feed back to Washington information on the des 
tion of projects and other related problems. bs | 

While overall disbursement of the World Bank' S 


the project loan is appallingly low. The highest rate of p 
loan disbursement was reached in 1979 at over 19% whic! 
down to over 16% in both 1980 and 1981, about 15% in 19% 
an all-time low of 13% in 1983. This compares very unfa 
bly with Nepal's 19%, India's 22% and Pakistan 8 indo: 
1983. 
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spite great expectations, the belated er eng of C China i f 
the World Bank in ga 1980 has so far n drea a 
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— WE are a development bank, fully backed by the 
-. Sabah State Government, providing a wide range of 
. wholesale. banking services, partieularly in giving long 

term credit to viable investment projects in the State 
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But no funds had been ofidisally set aside for China in n the 


IDA's US$12 billion sixth replenishment (IDA 6), once in- 


tended to cover only 1981-83 but now stretched through 1985. 
China received only US$100,000 in IDA funding by year-end 
1982, made up of World Bank profits converted into IDA funds 
and a small quantity of IDA-donor funds. India, which has re- 
ceived more than US$6 billion since the programme began in 
1961, received US$792.4 million in 1982 alone. 

IDA commitments to China now total US$235 million. Com- 
mitments through year-end 1982 
(US$160 million) were only 7% of the 
US$22 billion i commitments to 
India over the same period and far 
less than 1981-82 commitments to 
Bangladesh (US$725 million) Or 
Pakistan (US$373 million). - 

World Bank lending to China is ex- 
pected to increase dramatically during 
1984-85, however, to a total of 
US$2.4 billion, according to World 
Bank president A. W. Clausen at a 
press conference in Shanghai in May. 
China would like to receive half of 
this in the form of concessionary IDA 
funding.— the same proportional 
blend of IDA and interest-bearing In- 
ternational Bank for Reconstruction 
and Development (IBRD) assistance 
now applicable to India. 

What impact China will have 
among other IDA recipients largely 
depends on the level at which IDA 7 
(1984-86) is replenished. To maintain 
a rough equivalence of resources in 
real terms with IDA 6, IDA 7 would 
require US$15-17 billion. Since IDA - 
commitments to India are declining 
. inabsolute terms and as a proportion 
_| of total World Bank assistance, IDA 

could supply China with as much as 
US$1 billion and stil maintain a 
roughly equivalent level of aid to 
other clients in South Asia and sub- 
Saharan Africa. 

However, if the United States 
maintains its position of holding its 
contribution to IDA 7 to US$2.25 bil- 
lion, the total level of replenishment 
| would be reduced to only US$9 bil- 

lion — in effect cutting IDA's re- 
sources by half in real terms. 

The gap between what the World 
Bank says IDA needs and what the 
| administration. of President Ronald 

. Reagan seems willing to countenance 
far outweighs the potential demands 
China would impose on the system. 
In the event that IDA7is replenished 
at the lower rate, all IDA develop- 

. ment assistance will be severely cur- 
| tailed: and China, though undoub- 
-f> tedly. qualify fying for some of what- 
: , available, would 

















































‘investment can supply only a 
structural projects typically have 
w intrinsic profit ratios) and 
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(half-IDA and hi rant to develop university facilities 
in fiscal 1981. Mc ney is being used to purchase com- 
T at ry equipment; part will be devoted to 
teacher training. and consulting. A subsequent US$60 million 
(IDA) agriculture: p ject to : Een saline land in northern 
China was approv Dee 
The pace of ¢ 
long-delayed USS 


to assist i in develop 


je 
berths and two coal hare to be eed. by 1986, according g to 
Chinese communications officials. 


nother grant for US$75. 4 million | (IDA) will improve 
agricult: iral training and research. Funds will be spent to - 


I. improve educational facilities at 11 colleges and to build 

. 19 new agricultural- -research institutes. The project will also 

finance visits by foreign scholars and experts to China and send 
Chinese teachers and students abroad for advanced study. 

Agriculture. development in China's northern province of 

 Heilongjiang is the focus of another US$80.3 million project 

(US$35.3 million IBRD, US$45 million IDA). The loan will be 


used to purcha.2 agricultural machinery for use in a Rmb 400 


million (US$203. 66 million) project to reclaim 200,000 ha. of 
land for grain p:oduction. The project is expected to result in an 
annual 440,000-tonnes increase in production of wheat, maize 
and soyabeans. Bidding for supplying this project began this 
May. 

A US$70.6 million loan (US$40.6 million IBRD, US$30 mil- 


lion IDA) to the Investment Bank of China (IBC) will foster in: ^ 


dustrial development by helping to upgrade small and medium- 
sized factories technologically. To qualify for loans, enterprises 
must demonstrate the technical and financial feasibility of their 
projects to the IBC which will monitor the progress of construc- 
tion and schedule of repayments. 

Two additional IBRD loans have been approved to assist with 
onshore petroleum development. US$162.4 million will be used 
to develop enhanced recovery techniques at the Daging oilfield 
(China's most important) in Heilongjiang, producing 50 million 
tonnes a year or half the entire national output. But maintaining 
a steady level of production has become difficult in recent years 
as deposits in the main structure are depleted and the water con- 
tent of well offtake has increased. US$100.8 million will be used 
to assist with a similar. project in the Zhongyuan Basin south of 
Peking. 

Numerous other projects are under discussion between World 
Bank officials and various Chinese ministries, including a possi- 
ble US$100 million project to develop natural-rubber planta- 
tions on Hainan Island. . 

World Bank funding typically covers only a small fraction of 
the total costs of a project, applying only to foreign-exchange 
costs of equipment and services imported — in most cases from 
the US, Western Europe or Japan — while local construction 
and labour costs are generally raised by the recipient country. 
The benefits accruing to exporters in donor countries in the form 
of direct sales alone have often been forgotten in the current 
controversy over the size of IDA 7. US firms won half of US$43 


pital over the next decade." 


nings. But these are precisely the- 
é -style Stay loans can be 
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. projects. The bank has been helping finance governmen 
- to develop alternative energy sources for electric-power 


- leviation through the basic-needs approach, it became 
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economic trends — a i crücid factor influencing m ma 
investment and lending decisions here. But m j 
ences the amount of aid pledged by dono 
annual Inter-Governmental Group on Índonési 
vear the report was partly responsible for US$2.2 billi 
of aid pledged to Indonesia for the current fiscal year 
spect, World Bank recommendations — though one 
suggestions considered by the government — carry cc 
weight, especially now with the decline in governme 
from oil. p 
The bank's often politically sensitive relations with 
donesian Government are described by Russell Che 
World Bank resident director in Jakarta, as one that is 
and professional.” Wary about charges — prevalent bi 
early 1970s — that the bank ( through its loans) was exert 
trol over the country’s economic policies, the bank 
downplay its 15-year relations with the government. 
From the eighth. floor of the Arthaloka building, 
along Jakarta's main Sudirman Highway, the Worl 
Jakarta representative office, employing a foreign staf 
20 experts and 35 local staff, monitors the bank's second-] 
loan recipient in Asia after India. The bank's substantiz 
commitment amounting to US$6.9 billion as of June 30, 
says Cheetham, reflects the bank's view that Indonesia “i: 
ing good use of bank funds" and that the country's “eco 
management is sound.” It is also for these reasons that t 
has committed an additional US$1.2 billion for the curren 
year, he added. To date, only US$2.9 billion have been disb 
reflecting the long-term nature of most World Bank proje 
So far, two sectors have dominated World Bank lendi 
donesia: agriculture, which is an important sector for pro 
employment, food and exports account for 33.7% of the ba 
loan portfolio. Covering some 47 different projects the ban 
nances (among others) irrigation, transmigration, se 
plantation-estate projects. The other sector is energy w 
counts for 30.495 of the bank's project lending and const: 











tion; which currently depends largely on oil. The bank's 
in this sector include the development of coal-fuelled and 
electric power stations. | 
Bank lending in the early years focused on the rehabilit: 
of infrastructure and production facilities. Later, the emp 
shifted to the expansion of productive capacity and eco: 
growth. In the mid-1970s, with the bank's stress on pove 
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WORLD BANK 


s ment efficiency — one of the topics highlighted in this year's 
"World Development Report — the bank plans to increase its as- 
“sistance for education and training. Its relations with several 
— government entities it dealt with earlier have grown to the extent 
that the bank can extend its assistance beyond the physical as- 
"pects of bank projects because of better understanding of prob- 
^ lei 1s encountered, one bank official explained. 
_ Aside from project lending, the bank's other major activity is 
s economic-sector work involving economic and sectoral 
5 Pe of a range of macro- and micro-economic issues. Back in 
TA J81, one of these studies on industrial development and trade 
rátegy sparked a controversy and temporarily strained nor- 
1 nally cordial relations with the government. The government 
- felt that the bank, in recommending the dismantling of govern- 
. ment economic controls to liberalise the economy, disregarded 
i - Indonesian social and political realities. 
_ The report argued that economic growth was hindered by the 
'overnment's restrictive economic controls and policies which 
did not encourage an efficient allocation of scarce resources. In 
, the report called for a shift away from existing inward- 
ing, import substitution-oriented industrial policies. Exist- 
g industrial- -licensing schemes, it argued, are much too biased 
lowards producing for the local market which often discourages 
| : x * establishment of internationally competitive scales of pro- 
uction. 
_ dn trade, the report felt that protective tariffs in many cases 
'ere too high and kept on too long, thus allowing inefficient in- 
ustries to proliferate. The report proposed a more neutral 
trade policy where both domestic and foreign markets received 
ba jal incentives. 
- banking, the report recommended replacing credit ceilings 
$a means to control inflation with other measures — like the 
bude reserve-ratio requirement and rediscount rate — and to 
ng market interest rates to allocate financial resources. 
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he government, however, felt that loosening their con- 
trols would intensify the existing imbalance in the private 
sector between the powerful non-pribumi (non-ethnic In- 
= donesian ) Chinese and multinational companies on one hand 





'economic groups — on the other. 

, Sensitive to domestic political charges of economic domina- 
ion by non-pribumi and foreign companies, the government 
‘ed that the bank's measures would revive racial and political 
fnisions similar to those that erupted in violent riots in 1974. The 
government resented what it thought was the bank’s disregard of 
these Sensitive issues, arguing that the lack of controls before 
1974 greatly contributed to the dominance of the non-pribumi 
ind foreign companies at the expense of the pribumis, eventual- 
ly leading to the riots. 

T Since then the government has attempted to provide more op- 
portunities for weak economic groups and limit the control of 
fc e reign companies. This was reflected in regulations on equity 
sfers, transfer of technology, limitations on foreign workers 
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and limiting foreign investment to certain sectors. The bank’s re- 
port, however, did not entirely ignore the government's social 
policy. But it felt that these equity objectives could be better 
served by direct subsidies to banks for providing cheap credit 
and to establish infrastructural and training programmes, rather 
than tampering with the efficient allocative role of market-price 
mechanism. 

In 1981 — with the government's revenue from oil still plenti- 
ful — the government could afford to neglect these proposals. 
But with world recession starting to have an effect on the In- 
donesian economy in 1982 and with the corresponding decline in 
government revenue from oil, it became more urgent for the 
government to stimulate the mobilisation of domestic resources 
and to push its manufactured and commodity exports. Within 
the first six months of this year the government moved quickly, 
taking some drastic measures. It cut oil and fertiliser subsidies, 
devalued the rupiah and rephased some US$13.6 billion-worth 
of government projects. 

In June, the banking sector was liberalised. Bank credit ceil- 
ings were abolished and state banks were allowed to set their 
own deposit rates to compete for more savings. But some still 
doubt whether the move to liberalise, which started in the bank- 
ing sector, will easily spread to other sectors. 

President Suharto, in this year's annual state-of-the nation ad- 
dress before e poemen, described an industrial policy that was 
both outward- and inward-looking. Those who expected a major 
shift in industrial policy towards exports were somehow disap- 
pointed. "Industrial development will be diverted to constant 
expansion of work opportunities and increasing production to 
fulfil domestic needs so as to reduce dependence on imports as 
well as to stimulate the export of industrial products,” the presi- 
dent said. 

But concern in some domestic circles about the country's in- 
creased dependence on the World Bank to increase foreign bor- 
rowings, for financing continued high rates of growth, has les- 
sened. In his parliamentary address the president projected a 
growth rate of 5% a year for the next five years. Although this is 
higher than last year's disappointing 2.25%, it is lower than the 
average 8% a year growth posted during the 1977-1981 period. 
The feeling is that the government decided to lower its growth 
expectations and to keep its future debts within reasonable 
limits. 

In the short term, most observers feel that devaluation and 
project-rephasing measures will limit this fiscal year's current- 
account deficit within the projected US$6.5 billion range. One 
economist regarded this figure as "realistic and manageable," 
but then quickly added “at least for this year." 
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Only one international 
group in the world is 


Twelve years ago, the concept was 
created of a banking group of a kind the world 
had never seen before. 

A group in which every Arab country 
would participate with a major and significant 
banking presence. 

A group which would then forge 
partnerships with major banks in the world's 
financial centres, so as to smooth every possible 
path to trade between Arab countries and the 
outside world. 

Today, that group is a thriving reality. 

All twenty-two Arab countries are fully 
represented through twenty-six Arab institutions. 

And twenty-three of the world's greatest 
concerns add their full weightto our common 
purpose. 

This makes the AL UBAF Banking Group 
unique. It means that any corporation seeking to 
do business with any part of the Arab world is al- 
most certain to consider us as a business partner. 

However, there is considerably more to 
the ALUBAF Banking Group than our undoubted 
ability to open doors. 

The Groups banking activities are 
unusually diversified, and remarkably successful 
by any standard. 

You would naturally expect us to be 

in the Money Market. We are. In 1982, 
turnover there alone was $300 billion. 


supported by every Arab country. 


Perhaps less obvious were our Total 
Footings which, in 1982, reached 514 billion. 

Foreign Trade turnover totalled S6 billion. 
And the Group was lead manager co-manager 
and participated in numerous syndicated loans 
to the value of $62 billion. 

These, frankly, are performance figures 
which give the Group the right to be considered 
as a primary partner in any dealings with the 
Arab world. 


It's business, of course, but to us it goes 
beyond business. 


And as our record shows, it works. 


e. a 


AL. UJELA F 


BANKING cEcuIrE 


ALUBAF Arab International Bank E.C. 
Hong Kong UBAN International Limited. 
London UBAF Bank Limited. UBAF Financial Services Limited. 
Luxembourg UBAE Arab German Bank S.A. Branch in Frankfurt am Main. 
New York UBAF ARAB AMERICAN BANK Branch in Cayman Islands. 
Paris Union de Banques Arabes et Françaises- U.B.A.F 

Branches in Bahrain, Seoul, Singapore, Tokyo. 
Rome UBAE Arab Italian Bank S.p.A. Representative Office in Milan. 


Bahrain 


Beirut 
Cairo 


Representative Office. 
Representative Office. 








IF YOU'RE 


DOING BUSINESS 





IN TEXAS, 


YOU NEED A BANK 





THAT KNOWS TEXAS. 
FIRST CITY. 





From energy to shipping to real 
estate, Texas business is the business 
of First City. In fact, few banks outside 
or inside Texas know their way around 
the state like we do. And that's why 
you should bank with us. 

With $8 billion in deposits, First 
City National Bank of Houston is the 
lead bank of First City Bancorporation 
of Texas. One of the state's major bank 
holding companies, First City Bancor- 
poration has more than $16 billion in 
assets, $14 billion in deposits, and $9 
billion in loans. 


We also have a long-term commit- 
ment to maintaining our leadership 
role here in Texas, which is something 
banks outside the state can't offer. And 
as one of the state's largest banking 
organizations, we have the resources 
to back that commitment. 

First City’s growing network of 
banks also gives us an inside edge. 
With over 60 member banks state- 
wide, we have an insight into markets 
all across Texas. That includes Houston, 
the largest city in Texas, where First 
City National Bank of Houston was 


IRSTCITY 


First City National Bank of Houston 


MEMBER FDIC © 1983 FCBOT 


founded over 100 years ago and today 
is the city’s largest financial institu- 
tion. Other major markets where you'll 
find First City include Dallas/Fort Worth, 
San Antonio, Corpus Christi, Beaumont/ 
Port Arthur, Austin, and Midland. 

With the strength and statewide 
connections to back our knowledge of 
the state, we can help you participate 
in the continued growth of business 
and industry in Texas. And with offices 
in key markets around the world, First 
City can serve your banking needs on 
an international basis as well. 





HOUSTON: 1001 Fannin, Houston, Texas 77002; ( 713) 658-6670 
LONDON: 99 Bishopsgate, London, EC2M 3XD, England: (01) 628-2491 
SINGAPORE: 10 Collyer Quay, $ 25-07 Ocean Building, Singapore 0104, Singapore; (65 ) 222-4903 
TOKYO: New Tokyo Building, Room 409, 3-1 Marunouchi, 3-chomc, Chiyoda-ku, Toyko, 100 Japan; (04) 213-1055 
BAHRAIN: Manama Center, Suite 505-Section 1, Manama, State of Bahrain; (973) 230-979 
NASSAU BRANCH, BAHAMAS: PO. Box 2557, Houston, Texas 77252; (713) 658-6048 


First City Bancorporation also has International Departments at: 
FIRST CITY BANK OF DALLAS, ( 214 ) 655-8000; FIRST CITY NATIONAL BANK OF EL PASO, (915) 546-5700; and McALLEN STATE BANK. (512) 686-1733 








The ability to lend financial 
assistance goes infinitely further 
than a knowledge of finance. 
Without the specialized knowledge 
of your venture this form of 
assistance would be, to us, pure 
speculation. The Norwest Promise 
encompasses considerable, in- 
depth experience in specialized 
fields such as Hi-tech, 
Agriculture, and Energy. 


The Norwest Corporation, head- 
quartered in Minneapolis, has over 
800 offices throughout 42 states in 
the U.S.A. And now Norwest 
Asia Ltd. brings to the East the 
accumulated knowledge needed to 
provide a full spectrum of both 
highly specialized and general 
commercial banking services. 


A, always, with these services 
comes the Norwest Promise. The 
promise that your success will be 
our success. 





A wholly-owned subsidiary of 
Norwest Bank Minneapolis. N.A. 


The Norwest Promise on lending, letters of credit, transfers and foreign exchange can be discussed with Gary B. Hawk, Managing Director 
Norwest Asia Ltd., 3602 Edinburgh Tower, 15 Queen’s Road, Central, Hong Kong. Tel: 5-213651 Telex: 61468 NWAL HX 


London: Cariplos first 
second home 





Cariplo's Bishopsgate branch office: a new venue for UK customers 


When we opened our London branch it marked companies all over Italy. Our involvement with 
the first step in a concerted programme of expansion them has helped make us the leading bank of the 


in the major international financial centres. i countrys most prosperous region. 

Since then the branch has been taking deposits; Now we are putting that experience to good 
operating current, deposit and loan accounts; use at 6 Bishopsgate, London EC2N 4AE. 
carrying out money market transactions; dealingin Telephone: 01-283 3166. Telex: 887461; at our Head 
foreign exchange and setting up short and medium Office, Via Monte di Pietà 8, 20121 Milan; at our 
term loans. representative offices in Brussels, Frankfurt, 

For over 160 years Hong Kong, New York 
we have been meeting (d [AN R [| | 2) LC) and Paris; and at our 
the needs, national and 460 agencies through- 
international, of CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE out Italy. 


Encouraging enterprise internationally 


LICENSED DEPOSIT TAKER 








POLITICS 


Hongkong un-radical maverick 


Excellency, Your Gap Is Showing by 
John Walden. Corporate Communica- 
tions. No price given. 






THE author of this 
«€4 collection of six 
«s talks, printed in 
SY both English and 

€^ Chinese, is a 

> BW maverick in the 

Hongkong context. 
A civil servant in the Hongkong Govern- 
ment for 29 years, he took a most unor- 
thodox step on retirement. Instead of re- 
turning to Britain to live on his pension, he 
has become a student researching into 
public accountability in Hongkong. In the 
process he has managed to annoy many 
former colleagues who doubtless see him 
as a self-publicist and a traitor to the 
cause, 

In fact this reaction reflects far more 
what Walden correctly diagnoses as the 
“siege mentality” of the Hongkong estab- 
lishment — a classic example of big fishes 
in a small pond — than any radicalism on 
his part. Rather, his tone is what more 
reactionary elements would deride as that 
of a bleeding-heart liberal. He wants to do 
the reasonable thing and dislikes arrogant 
impersonal government. Such a way of 
thinking hardly makes for sexy reading 
and in the opening talks of this collection 
Walden borders on the bland. The first 





talk was actually delivered when he was 
still a government servant, though he still 
managed to annoy his superiors. 

The book becomes more interesting 
when Walden moves away from the rather 
nebulous issue of whether the government 
pays sufficient attention to public opinion 
and looks at the question of Hongkong’s 
future. He argues strongly that Hongkong 
people should speak up and air their an- 
xieties about what fate is being secretly de- 
cided for them by Peking and London as 
no one else — least of all the Hongkong 
Government — will do it for them. Refer- 
ring to the "thundering silence" from offi- 
cial quarters about how current freedoms 
will be protected, he quotes from a speech 
made by former Hongkong governor Lord 
MacLehose in London last December. “It 
is," he said, "the future of the people of 
Hongkong that is at stake and if they have 
views on it they should make them 
known." As Walden argues, if MacLeh- 
ose felt driven to say this, once freed from 
official responsibility, it hardly displays 
any confidence on his part that the out- 
come of current negotiations will be ac- 
ceptable to the Hongkong people. A 
strong local lobby is also the last thing the 
government in Hongkong, or for that mat- 
ter in London, wants. 

Walden's conclusion on 1997 is also of 
interest. Hongkong people will not be 
able to enlist world sympathy, he con- 


Borrowed system, same problems 


Essays in the Practice of Government 
in Nepal by Rishikesh Shaha. Ramesh 
Jain Manohar Publications, New Delhi. 
Rs 110 (US$6). 


ABRUPTLY ending a brief spell of 
democracy 23 years ago, the late King 
Mahendra of Nepal argued that the norms 
of a modern liberal democratic order were 
alien to his illiterate and impoverished 
subjects whose outlook was rooted en- 
tirely in their religion and other social 
traditions. He also argued that instead of 
using any imported model, Nepal must 
evolve its own political system suited to its 
people. 

Ironically, the king borrowed not only 
the phraseology of his arguments but also 
the political system from Pakistan, The 
king merely changed the label, calling it 
the panchayat system — taking its name 
from the ancient village councils of the 
Subcontinent. 

The system involved using the partyless 
municipal organisations as an electoral 
college for a partyless national legislature. 
The general electorate was considered too 
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ignorant to choose wisely anyone except 
their municipal councillor who was consi- 
dered responsible enough to elect a legis- 
lator. And partyless and indirect elections 
to parliament continued for many years 
despite continuing opposition. The system 
underwent a partial change only when 








EN. 


Walden: hitting at 'siege mentality’ < 


tends, unless there is a “genuinely spon- — 
taneous expression of the public will." He = 
concludes: “It may be that the sympathy — 
and support of the free world for Hong-  — 
kong's freedom-loving people is their best. 


insurance against the loss of those free- k 


. doms.” Certainly, if the Hongkong issue - 


did come to a head, it is not far-fetched — 
to contemplate a Western media-orches- ` 
trated reaction at least comparable to that — 
over the Vietnamese refugees. 

Walden has done à service to make — 
these points though he has received scant — 
thanks and much criticism, mostly from — 
those with nothing to lose. But in Hong- - 
kong that is not surprising. i 
— CHRISTOPHER WOOD i 












1 
F 
an unprecedented political campaign — 
forced Mahendra's son and successor — 
King Birendra to concede direct elec-- 
tions after a referendum held in May- 
1980. But parliament remained party- 
less. 

Thus, the political crisis in Nepal re- ~ 
mains unresolved, for more than 45% of 
those voting in the referendum demanded ` 
legislation of the currently outlawed but - 
still very active political parties. . 

Understandably, the 1 
people aware of the — 
realities. of power in - 
Nepal were not con- 
vinced that the change 
of prime minister 
through parliament re- 
cently denoted the com- 
ing-of-age of the party- 
less democracy. Instead, 
they took it as a strong 
reminder of the palace's 
continuation as the de ~ 
facto source of all politi- 
cal power in the coun-  - 
try. This book, despite = 
its forbidding title, pro- 


vides a coherent picture — 
of how this source ope- 
rates in terms of histori- 

101  — 


cal continuity and contemporary realities. 

An eminent jurist, educationist, politi- 
cian and author who formerly served as his 
country's first ambassador to Washington, 
then as its first permanent representative 
to the United Nations and subsequently as 
finance minister and foreign minister, 
Shaha is well known both at home and 
abroad for his commitment to the values 
of a liberal democratic polity. 

His nine essays evaluate what he calls 
"the patrimonial system of elitist politics" 
in Nepal both in retrospect and in terms of 
contemporary developments. The book 
strongly advances his basic thesis of the re- 
levance of history to an understanding of 
these developments in domestic politics 
and foreign relations. 

Although highly academic, Shaha is 
too irreverent in the concepts he em- 
phasises to suit the tastes of the ruling es- 
tablishment in his country. His views have 
landed him in jail several times in the past 
and it could not have been a shock to him 
that his book was seized by the Nepalese 
customs. Any public discussion of monar- 
chy unless laudatory still remains taboo in 
his country. 

Shaha's views are bound to be disputed 
by some of his compatriots, for he advo- 
cates demolition of the elitist power struc- 
ture. But indisputably. his aralysis of the 
socio-political realities provice a valuable 
aid to the understanding of the develop- 
ments in the Himalayan kingdom that hint 
at the turbulence to come. 

— SALAMAT ALI 
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INDEX 


The Far Eastern Economic Heview is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 





needless searching for information. 


ORDER  YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 


The Circulation Department, 

Far Eastern Economic Review, 

GPO Box 160, Hongkong. 

Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$175 (or its equivalent in local currency) 
in payment 

Name 

Address 
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The possib 


The States of South Asia: Problems of 
National Integration edited by A. 
Jeyaratnam Wilson and Dennis Dalton. 
C. Hurst & Company, London. £16.50 
(US$25). 


SOUTH Asia presents a mosaic, say the 
editors in their introductory note. And 
what a kaleidoscopic pattern it is indeed, 
and how full of potential for fractionalisa- 
tion. An overview of this vast region is, in 
a way, reassuring for, despite the in-built 
divisive factors, the only breakaways so 
far have been Pakistan from India, and 
Bangladesh from Pakistan. This euphoria, 


however, suffers a Setback in the light of 


recent happenings in Sri Lanka. The vol- 
ume is particularly topical in this context 
and, in fact, some of the 
fears expressed by the 
authors of this collection of 
essays have already come 
true in the island. 

National integration, be 
it in India, Pakistan, 
Bangladesh or Sri Lanka, is 
admittedly an extremely 
hard task, but one that has 
to be relentlessly pursued as 
a goal. The alternative is 
breakup into too many 
small nations which will ulti- 
mately help none but out- 
side powers. With the bene- 
fit of hindsight one might 
say that, given a little more 
understanding, the partition of India, and 
also the separation of Bangladesh, could 
perhaps have been avoided. 

But have the lessons of history been 
learned? The case of the Sri Lanka Tamils 
is a reminder that they may not have been. 
What is a festering sore today might well 
call for an amputation tomorrow. On a 
smaller scale, India, Pakistan and 
Bangladesh have regional forces asserting 
themselves against heavily centralised au- 
thority. 


containment 





Jayewardene: hope of 


ee E 
Riot damage in Colombo: the seeds of division are numerous. 


e saving of Sri Lanka 


The seeds of division in the region lie in 
ethnic, religious, linguistic and economic 
differences. They can all operate together 
or in isolation. If one demand is conceded 
another can crop up. Pakistan broke away 
from India as a Muslim state, but itself had 
to face division largely on grounds of lan- 
guage. Now, economic disparities within 
the country are straining Bangladesh's in- 
tegrity. 

India's problems are as big as the 
country. Assam and Punjab are 
dramatised flashpoints. But the real issue 
will be equitable sharing of power be- 
tween New Delhi and the states. Any at- 
tempt at over-centralisation is bound to 
raise tension. 

In Sri Lanka, there is still a possibility of 
a settlement if President 
Junius Jayewardene is able 
to contain Sinhala chauvin- 
ism and the Tamil leaders 
give up the demand for a 
separate state. In Pakistan, 
President Zia-ul Haq must 
be seeing for himself that he 
has not really changed any- 
thing in the past six years. 
The moment the lid is 
slightly opened, out come 
the forces he has been trying 
tO suppress. 

The future does not invite 
complacency. At the same 
time, there is no reason for 
despair, or even for the 
as expressed by one of the 
that the authoritarian institu- 





thought, 
essayists, 
tions adapted and developed by the Raj 
might be further adapted to indigenous 
authoritarian rule. 

Western scholars too often see in the 


Eastern psyche a penchant for au- 
thoritarianism. It is time they also looked 
at the growth, perhaps inspired by the 
Anglo-Saxon coloniser, of liberal trends 
in the region which will not put up with au- 
thoritarianism. K. BHUPAL 
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ZM > Enjoy the 
ls. noe hospitality that 


adds so much more pleasure to business 


The more hectic the business schedule you have to keep, the more 
reason why you should stay at The Mer lin. Where the atmosphere 
is soothing and relaxing, and the hospitality warm and personalised. 
At any one of our bars, coffee houses or dining rooms. In the quiet of 
your own company or serenely 
entertained by our resident band. 
A refreshing change to ^m you 


anew for the 
| next day. S 
Ma SSMERUN. 


PN. o 
mar 
y 


% 


p 
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For Enquiries and Reservations: € Merlin Hotels — Group Reservations 2, Jalan Sultan Ismail, Kuala Lumpur 04-04, Malaysia. 
Tel: 03-480033/420033 Ext 1924/1925 Telex: MA 30487 Cable: Merlin Kuala Lumpur. € Interhotel Reservations System — Singapore President 
Merlin Hotel 181, Kitchener Road, Singapore 0820. Tel: 02-2985155 Telex: RS 26711 € Bangkok Sales/Reservations Office 8th Floor, | 
Kong Boonma Building, 697-701, Silom Road, Bangkok, Thailand. Tel: BKK 2330802, 2347190-9 BKK Telex: TH 82197 1 





The Merlin: * Kuala Lumpur ¢ Singapore (President Merlin) * Penang * Johor Baharu (Merlin Inn & Merlin Tower Hotel) + Butterworth € Mersing * 
Fraser's Hull e Cameron Highlands * Pattaya (Thailand) * Kuantan ¢ Desaru * Pulau Tioman ¢ Langkawi * Alur Setar + Segamat ¢ Perth (1984) 
e Port Dickson (1985) e Malacca (1985) e New Penang Merlin (1985) 
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Control ler’ s 


ontroller's Handbook 

ume that offers thorough 

ge of the expanding position of 
Her in today's corporation. 
des sections on the role of 

ship, cost systems, financial 
financial responsibility and 
i meats and performance 
; £253 pp. US$60.00 





Jandbook of Financial Markets 
or both experienced and 
vestors, the “Handbook of 
cial Markets” covers instrument 
market regulations and 
jore in a comprehensive yet 
orm. Required reading for 


p portfolio management. 794 





current accounting 
Sixty-five contributing — 


lating their companies’ 
nting policies. They deal with — 
hat have been developed and 
ied and, most important, ideas that. 
rk! USS60.00 - 


200. Chief Execu 





- chief executive's job. The list of 







wha uses the services of a bank. [ts 87 





90 of the country’s leading bankers at 
* been involved extensively the fingertips of bankers and : 
 Janalyticat style. Easy to use to help the 
businéssman determine the best 





his own banking. na PP- US$60.00 


197. Investment Manager's Handbook || 
A reference that is a single 
comprehensive guide to developing 
portfolios that will most benefit vour 
clients and yourself. The 41 

contributors to the hook represent a 
bluc-ribbon group of top investment 
professionals, and the information is 
accurate, innovative and practical, 

1037 pp. USS60.00 


Ninety chief executives have 
contributed 85 chapters to this book — 
chapters which cover every facet of the 


contributors reads like a who's who of 
American business. The Chief 
Executive's Handbook contains a 
brilliant panoplv of the ideas, insights. 
hunches, observations, and thoughtful 
ruminations of the people who are on 
the firing line every day. 1106 pages. 
US$60.00- 


203, The Bankers’ Handbook 
Covers every topic of importance to the 
practising banker and the businessman 


chapters place the money knowledge of | 


businessman alike, in concise, 


methods for: improving the handling of 


































satel Management Handbooks From Dow Jones Irwin 


198. The ‘Managerial and Cost 
Accountant’s Handbook: 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting : 


“problems of modern business 


enterprises. Includes: background and 
concepts, use of information; 
organisation and control systems, — 
emerging trends and much moret 1297 
pp. USS60.00 





432. Money Market Calculations 


- Without the use of a computer. 
- hundreds of calculations for 


and much. much more are 





money market professional a ich t of invaluable business reference’ 
volumes. Each book is designed to give you the kind of information you need 


Yields, Break-Evens And Arbitrage 


determining the true yield of 
money market instruments under 
varying conditions can be done, 
and this books shows how. 
Formula's for yield, total return, 
market valuation, accounting 
valuation, expected rate of return, 
yield on daily compounding basis 


included. 429 pp. US$36.00 











201. The Treasurer's Handbook : 
The Treasuret/s Handbook will 
provide you with an almost 
inexhaustible source of ideas which you 
can apply to both day-to-day work as 
well as to even more important 
function of long-term planning. For 
those who wish to do further research 
on any particular subject, the editors: 
have included a compilation of 
references which enlarge on the 
coverage in the book. 1210 pages. 
US$60.60 


| 204. Financial Executive's Handbook 


A compact, authoritative source of 
information on every aspect of finance. 
The 73 authors, each a feading 


| corporafé executive and an export in his | 


field, cover areas such as management 
control, Capital management, 
accounting, mergers and acquisitions, 
systems analysis, asset management, 
etc. 1264 pp. US$60.00 
























439, Your New Swiss Bank Book 
An accurate guide for planning 
your security in the turbulent 
1980's. Includes ali the facts you 
need to know: the four limits to 
Swiss bank secrecy, what the great 
values of Swiss banks outside 
Switzerland are, what services 
given amounts of capital will buy, 
whether you should avea 
“numbered account’ and much 
more! 299 pp. USS20.00 












































428. The Business Of Wi 
How to succeed tn business by: 
really trying! A comprehensive 
basic and advanced guide to 
managing for personal and 
corporate profits, Hiustrated by — 
detailed examples, how-to-do-it 
kits and case histories. LU pp. 
US$20. 90 



















, ventures etc. 655 pp. USS66.50 





Required Reading For Investors And Mone 
















433, Modern Portfolio Theory 
In a unique blend of the academic 
and practitioner's points of view, 
this volume provides the portfolio 
manager and the individual 
investor with current state of the 
art concepts and applications for 
money management, The concepts 
ate clearly stated with diagrams 
and graphs to support aad clarify 
1he explanations. Supplements 


provide mathematical details, 525 


pp. USS55.00 





44. Vora Investment tn United 
States Real Estate 

if you are à non-citizen considering 
investing in US property or a 
person who wants to meet the 
foreign investors needs, this book 
will save you time, trouble and 
money. This comprehensive guide 
follows the investment process 
from the buyer's view point and 
deals with the special problems of 
anonymity, currency contrals, 
property management, joint 














429, English Communication 
System The World Of Business 
Management. 

A comprehensive Chinese and 
English course reviewing ali 
management basics, Covers 
development, budgeting. 
statements, marketing, production 
systems, pavrolls forms etc. Four 
English cassette tapes contain 
dialogues relating lo every aspect 
of the business management 
environment and operation. 
US$14.00 
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/435. Interest Rate Futures - 


43M. Foreign Exchange Futares ao. i tures 
Written for anyone professionally 


‘The first book to describe in detail 






















































ihe operations of the foreign or privately engaged in finance and i | m | 
exchange futures market! it dnvestments — or who is interested 436. Managing Bank Assets And 437. The Dow Jones-Irwin Guide Geared to the investor 








Liabilities ET 
A book that explains in detail how 
bankers can.prudentiy seek to 
maximize profits within the 
constraints imposed by liquidity 
and interest rate risk and by... 
capital adequacy. A crucially 
important management area! 429 
pp. USS42.00 


in learning more about them, 

Bankers, portfolio managers and 

carporate financial officers will 

Àj relate to the sections on hedging 
: Bgainst intetest rate risks. 

. individual investors will find 


To Commodities Trading 

A valuable reference that starts 
with a general overview of the 
market. and continues with | 
analysis of commodity price factors 
which determine cash price and the 
specific facts and trading systems 
that the trader will be dealing with. 
357 pp. US$25,00 ot 


to create and handle his or 
portfolio. The book covers tt 
basics of sound investing, hio 
formulate investment objec 

sources of information, ev 
of stocks, bonds, options an 
special situations and more 
key to building a. e ph 
future! 351 pp. USS17.560- 


plains haw some traders employ 
surrency futures to limit their 
reign exchange risks and how 

hers use them for arbitrage and. 
speculation. Any individual who — 
Quys foreign-made goods or works - AL HVesi : 
Jor a multinational corporation will alternate strategies to fit both. 
Jind this book an indispensable | conservative and speculative 
guide. 317 pp. USS35.00 > | | objectives. 413 pp. USS35.00 
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426. Valuing A Business — The — 
Analysis And Appraisal Of Closely 
Held Companies 

The essential book for any person 
who needs to know the value of a 
closely held corporation or un- 
corporated business. Beginning 
with the fusdamentals of 
valuation, the book presents both 
theoretical principles and generally 
accepted practices, Methods are 
also applicable to regular 
corporations, general and limited 
partnerships and sole 
proprietorships. 410 pp. USS60.00 














427. The Versatile Manager — 
Describes the use of the famous: 
grid approach when motivatin, 
and communicating wih c 
subordinates, peers and supe 
Understanding what action is. 
appropriate to a given 
circumstance isan essential 
for successful managemen 
volume shows how anyone who: 
aspires to leadership can master 
versatility. 233 pp. US$20.00 





















|. 424. Corporate Information. 
- Systems Management 
f°. A volume that uddresses the issues 
- of strategic planning in the design, 
implementation, and control of 
‘| large-scale. information systems. 
| Focusing ón the entire information 
"system function in a corporation, H 


overs in depth the four major — 
nctions of the chief executive 1/77 
uring the attainment of planned | 
sults in the present 2/ producing ~ 
both technical achievement and ©. 
human satisfactions 3/ making a PEE 
distinctive personal contestation 4j — blends the management of IS 
planning policy affecting the Hi techriolog y with the role of general 
future. 180 pp. USS260.00 |] manager. 211 pp. USS23.00 


low Jones Irwin Reference Books 


#23. The Concept Of Corporate 









425. The Analysis Of Financial 
Statements l 

ideal for anyone whe must be able 

to read and analyse a financial | 




































statement intelligently. Chapters 
include: Tools and Techniques. 
Analysis of Short-Term Liquidity. 
Fund Fiow Analysis, Asset 
Utilization and much more. 311 
pp. US$25.00 
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430. The Dow Jones Averages 
1885-1980 

This magnificent volume is an 
ábsolute must for brokers, bankers, 
stock analysts, market researchers 
and students of the market. H is 
the only complete source for all the 
Dow Jones daily averages at the 
slose of each trading day from 
1885-1980, A chronological history 
gives a detailed account of how the 
averages began, when and what 
changes took place, and why the 
‘averages have to change, US$60.00 


And Investment Almanac (1983) 
A vast compendium of information 
of interest to businessmen and 
investors. The major focus is on 
information for investment 
decisions. Includes major stock 
market averages, price-earning 
ratios, review of major futures * For surface mail & packing please add US$4.00/copy 
markets, charts for future - iraded J * For air mail & packing please add 
commodities, mutual funds i | SE Asia Europe & USA Total USS 
rformance, price performance of - ACT Eilean, — USSIR ican 
Collectibles (Southeby's index) and Uter. INIRE CON 
morc! Recommended for ail 
| Hbraries. 638 pp. USS25.00. 


431. The Dow Jones Irwin Business | | tox 
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You may forward payment in equivalent local currency. 
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"The 
SS pushed ahead with the idea 
king committee of bankers, 
lustry specialists and officials 
n a proposal for a self-regulating 
ndependent of the government. 
1al machinery for futures trading 
in the Commodities Trading Act 
and the first futures trading, in crude 
oil; began in October of that year. 

Ihe Primary Industries Ministry chose 








to tank), rather than futures in 


60s, crude palm- -oil production was 





rable. differences of opinion 
| between producers and refiners 

hat were fair handling and carry- 
addition 1 to this, officials. acknow- 
X Pala. “than “other com- 


terminant role within f e 
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y Exchange ( KLCE) on September | 
Be underscored the " 






p | what KLCE ch airman R 
| en as.| scribed as "rather a poor 
lated since the 


setroleum primary à 






a 1976 when the p | 


an initiative. Powells concl aided 
utures market would need at 


ading. Following Powells’ re- - 
ondon-based Commodities Re- 
tudied a possible market for |. 
and this, in.turn, led to ade- 
et-structure proposal by John - 
ier head of the Hongkong: | 
| Exchange with considerable | 
in rice and sugar futures trad- ; 





” aly studies took a pes- U 
described B 


Joseren | 


m-oil futures (which are for fob palm | 


other commodity, for several reasons. - 
irst, as a result of investment decisions i in 


a P. Meses Prices were. Sud | 


i -physical 'market- price, but | 

i | (KLCE) — crude palm oil. He noted that 
while Malaysia has succeeded in palm-oil 
| futures trading, San Francisco's Pacific 


dities. Crude palm oil has a large price- 
: ord "n 


commodity-protection agreements, 


products. 
Although palm- -öil futures. 







| e" (with 


fewer than 100 lots of 25 tonnes traded 


.| each day), activity improved when prices 
>| dropped midway through 1982 and hedg- 
~ing by producers began in earnest. To en- 
courage better turnover, the KLCE re- 


duced its commission rates and eased 


some deposit and guarantee rules. At one 
point, the exchange became so worried 
about what Alias described as the low 
level of participation by KLCE members, 
institutional investors and the general 


public that it commissioned a market- 


research firm to suggest changes in the 
trading rules. 


Since the beginning of this vear, how- 


perfo 





Kuala Lumpur: Commodi futures trad- 
ing remains very much a favoured project 


of Malaysia's Primary Industries Minister 
Datuk Paul Leong. Inan interview, Leong 


discussed futures trading within the con- 


text of Malaysia's overall commodity 


development policies. 

“We are going through an exciting 
period in the development of our com- 
modity sector," Leong said. “Apart from 


our continuing marketing efforts, which 


involve both encouragement of futures 
trading and support for commodity-pro- 


tection agreements, we are fostering more. 


research and development, improved pro- 


| duction efficiencies and more local pro- 


cessing of our raw materials." | 

Leong takes pride from the trading re- 
sults of the first commodity introduced on 
the Kuala Lumpur Commodity Exchange 


Coast Exchange and London's commod- 
ity exchange met with failure. This suc- 


| cess, said Leong, had prompted some in 
the government to urge an earlier start to | sumer d 
rubber-futures trading, but Leong (who | that cot 
describes himself as a "conservative in |. 


these matters' ah said he s preferredto dela 


for rubber and tin, via the operation of 
re~. 
strict the speculative - range for these 
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ever, activity has increased sharply. In 
July alone, average .daily turnover 

reached 837 lots and by the end of August, - 
1,413 lots. Turnover had cli nbed to 2,368 

lots with: 10,303 open positions by Sep- 

tember 13. These figures reflect buoyant 

speculative activity in response to news of 

poor soyabean and maize harvests in the 

United States and to reports that India 

(which normally buys a third of Malaysia's 

palm oil) faces a shortfall of about 500,000 

tonnes of vegetable oils this year. 

:KLCE palm-oil futures trading now ex- 
ceeds 100% of total. crude palm- -oil. pro- 
duction — not-unusual given that futures 
contracts rarely mature into physical de- 
livery (at the KLCE, fewer than 2% palm- 
oil contracts traded mature into physical 
delivery). 

Commodities Trading Commissioner 


Ismail Ahmad said in an interview that 


more than a à quarter of KLCE members 





ing trio 


| The primary industries. minister hopes that a tin 
| contract will follow palm-oil and rubber futures. 


its AE E ET satisfied that traders' 


confidence warranted the move. 

"The. success of [palm-oil] trading has 
encouraged. us to consider introducing 
another palm-oil contract, this time based 
on fob for refined palm oil," Leong said. 
Other sources at the Primary Industries 
Ministry said this could occur as early as 
before the end of this year. 

Leong's immediate. objectives, how- 


ever, remain ensuring a successful intro- 


duction of rubber and tin futures, The lat- 
ter commodity will begin trading by 
March 1984 and, beyond that, the minister 
hopes to enlarge the exchange to include 
trading in. pepper. cocoa and plywood fu- 
tures. |. 

In the three years preceding 1980, 
Malaysia's economy grew: by almost 8% a 
year. Commodities, petroleum and manu- 
facturing production all contributed to 
high export earnings that led to an annual 
investment level of nearly 37% of gross 
national product i in 1980, one of the high- 
est ratios ever achieved by any country. 
investment, coupled with con- - 
d to a flow of imports 
ed after 1980 despite a steep 
rodily pr prices t that resulted 

















have “an international trading dimen- 
sion." Noting that Merrill Lynch now par- 
ticipates on the KLCE, Ismail said in- 
creasing numbers of overseas buyers are 
using the exchange. Seminars at major ex- 
changes, including London, Tokyo and 
New York, are planned later this year to 
familiarise brokerage houses and com- 
modity traders with what Ismail described 
as "the KLCE's liberal rules, Malaysia's 
favourable incorporation procedures, our 
lack of foreign-exchange remittance re- 
strictions and our developed banking and 
communications infrastructure." Ismail 
also said the requirements of the New 
Economic Policy for equity participation 
by bumiputras (indigenous races) can be 
"flexibly negotiated" by brokerage or 
trading firms wishing to incorporate in 
Malaysia. 


A: from Western firms, Malaysia 
hopes to attract more traders from 
Asean countries to the KLCE futures mar- 
ket. Up to now, however, participation by 
Asian firms other than the Japanese (the 
Tokyo firm C. Itoh is particularly active) 
remains low. The REVIEW understands 
Indonesian rubber companies have used 
the Malaysian Rubber Exchange (MRE) 
futures market to hedge in the past, but it 


within the two calendar years ended De- 
cember 1982. 

Leong stressed the intimate inter-rela- 
tionship between price and volume, the 
performance of Malaysia's commodities 
and the country's import bill, saying that a 
relentless effort to increase earnings from 
commodities is required to offset 
Malaysia's adverse terms of trade. 

In this respect, Leong saw good pros- 
pects for a sustained recovery for most of 
Malaysia's commodities, barring tin, in 
the next 12 months. *Our export earnings 
for 1983 will definitely exceed last year's 
receipts," he said. "We will have a trade 
surplus this year. The economic situation 
now looks solid but our financial situation 
will remain tight." 

Leong cited three factors for this op- 
timism: the revival in United States 
economic activity (the minister noted an 
estimated 5.5% GNP growth in the US), 
stabilised oil prices which “give the indus- 
trial economies some breathing space" 
and a "fairer prime lending rate" of 10- 
11% in the US. Lower inflation rates in 
the Organisation for Economic Coopera- 
tion and Development countries and re- 
cession-induced drawdown of stocks also 
figure in Leong’s calculations. 

Apart from these global indicators, 
Leong noted that Malaysia recently has 
become a beneficiary of some special 
events, such as the worst weather for 
many years in competitor countries. In 
North America and West Africa, drought 
has withered hopes of bountiful vegeta- 
ble-oil crop yields. 
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is not clear whether they have begun to 
use facilities at the KLCE. 

Referring to a feeling in the Kuala Lum- 
pur business. community that the govern- 
ment increased its resolve to introduce 
rubber and tin futures trading here after 
the Guthrie dawn raid and the *mystery 
tin buyer" affair, both of which occurred 
in late 1981, Ismail agreed that “these inci- 
dents could be regarded as a catalyst." He 
stressed, however, that Malaysia's com- 
modity-trading plans antedate these 
events by many years. “Anyway, we are 
not out to compete with established mar- 
kets but rather to give a service to them. 
Because of our different time zone, the 
KLCE is open when other markets are 
closed,” said Ismail. 

Trading in rubber futures has begun 
slowly. By September 13, only 17 lots 
were being traded daily, in a market the 
KLCE described as “quietly steady." Al- 
ready, traders have asked the exchange to 
reduce the trading-lot size and Ismail said 
this was under review. KLCE officials ex- 


Leong: exciting times. 


All these trends lead Leong to believe 
that Malaysia’s current commodity prices 
can be sustained during the short to 
medium term. The minister declined, 
however, to say whether Malaysia’s cur- 
rent-account deficit — estimated to be 
M$7.82 billion (US$3.33 billion) for 
calendar 1982 — will be brought into 
surplus by the recovery. “The deficit de- 
fies easy solutions,” he said. One factor in 
current-account flows is the increasing ex- 
ternality of Malaysia’s public debt. 

Turning to specific commodities, Leong 
said Malaysia is likely to earn M$1 billion 
more this year than in 1982 from its rub- 
ber, and M$420 million more from its 
crude palm oil and kernel oil. Beyond im- 
mediate trading prospects, Leong sees 
particularly good markets for Malaysia's 
cocoa. "The present world shortage of 
about 80 ,000 tonnes has worked to our ad- 
vantage," he said, citing Malaysia's com- 
parative production Mia CTI IEE Siga o eB Se ASSERERE o over 
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pect that the worldiptite rebound of rites 
ber since February will be sustained and 
that this will gradually be reote 
higherfuturesturgover. — ` a ü 
Futures trading in rubber has existé 
Malaysia since 1962. Seven brokers, ao e 
operating from Singapore, trade E 
MRE' rubber settlement contract, — 
guaranteeing financial rformance 
selves and taking and placing orders und 
the so-called whispering system. AA . 
The new KLCE system has chz ged | 
this. First, the contract is traded by open 
outcry, enabling immediate waren of. 
market sentiment. Second, the broke 
guarantee (default on which could jeopar 
dise market stability) is replaced by à 
clearing and guaranteeing service of er- 
ated by the separately incorporated Kuali 
Lumpur Commodities Clearing Ho se, 
owned by the International Commoditie Y 
Clearing House of London and by loc d 
banks, including Malayan Banking a 
Bank Bumiputra Malaysia. 
MRE brokers and some sectors of t tk 
rubber industry understandably gre ed 
the introduction of KLCE rubber-futures 
trading with less than complete € 
thusiasm, even though a transitional sp A 
month trading period was negotiated. p 
March 1, 1984, all MRE contracts must b 


em Ve 


other, traditional producers. He said t at ie 
whereas the average yield in West Afri 
does not exceed 550 Ib an acre and that it 
Brazil it does not go beyond 700 Ib an^ 
acre, Malaysia regularly tops 1,500 Ib an ~ 
acre in Sabah and 1,200 lb an acre in © 
Peninsular Malaysia. Experiments at 
some plantations have attained yields of ~ 
2,500 Ib an acre using bud grafting — 
techniques and quick-growing plants, he — 
said. Leong also said Malaysia's coco ži 
strategy aims at the right product — pov S : 
der — rather than the cocoa butter pro: 
duced by its competitors. 
Leong said futures trading on the 
KLCE will reflect these improved long- — 
term circumstances, in prices and in turn- — 
over. Judging from palm-oil futures’ per- 
formance, other futures trading at the 
KLCE can be sustained, proving critics of — 
the exchange wrong, Leong said. 3 
added that the benefits of the open-outer d 
system and the performance and guare uw s 
tee facilities at the KLCE will attract i 
creasing business in rubber futures. 
Elsewhere, Leong has shown no sign 
wishing to delay introduction of tin futursel 
on the KLCE. In a recent speech to a tin — i 

miners’ association, he said the govern- 

ment was committed to ensuring that — 
"producers derive maximum benefit from 3 
the marketing of their tin . . . to enhance $ 
our self-reliance and protect us from the _ 
traditional metal exchanges and markets — 
in the developed countries which have, to — 
a large extent, determined the fortunes of - 
our mining industry since colonial times." 
—JAMESCLAD © 
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COPEEndened to the KLCE (which will ac- 








. cept the business without fee). Any re- 
maining open positions on the MRE will 


then be closed. 

Rubber-industry sources say that estab- 
lished trading habits will need all of that 
time to adjust to the new system; one 


broker said traders on the KLCE already 


miss the intimacy and sense of one-to-one 


_ passing of market information which the 


whispering system helped sustain. 

The KLCE represents one of two com- 
modity price-determination strategies of 
the Malaysian Government. “Commod- 
ity-protection agreements aim to stabilise, 
over the long term, supplies to consumers 
and prices for producers, whereas futures 
trading provides us with a price-discovery 
process," said Ismail. This distinction 
seems to be the principal reason currently 
depressed conditions have not affected 
the government's timetable for the intro- 
duction of tin-futures trading at the KLCE 
by March 1984. 

While the government believes the 
KLCE will provide, over time, a more ef- 
ficient marketing system to tin producers 
and consumers alike, the narrower market 





Council meeting: "It is unusu 
small a role should be nays y the pro- 
ducer.” 

Small tin miners, of whom there are 
many, still rely on the smelting companies’ 
cash-on-delivery system. Without storage 
facilities, most of them will probably take 
little interest in hedging facilities created 
by a local tin-futures market. For this 
reason, the Commodities Research Unit 
report concluded that attracting business 
from outside Malaysia and Southeast Asia 
to sustain two-way trading in the new mar- 
ket would be crucial — that is, the large 
volume of physical tin trading in Malaysia 
and the whole of Southeast Asia would 
not, on its own, provide the basis for suffi- 
cient transactions. 

Although the also 


research unit 


suggested changing the basis of trade in 
the Penang physical market, the govern- 














g's tin 
market, tin futures will Al begin trading on 
time, said Ismail. “Our purpose is not to 
push up the tin price but rather to provide 
hedging facilities for our industry." Since 
1982, a tin task force chaired by the chief 
civil servant of the Primary Industries 
Ministry and with representatives from 
the tin industry, the central bank (Bank 
Negara), the KLCE and the Kuala Lum- 
pur Commodities Clearing House has 
been working on the overall framework 
for introducing tin trading, while a tin 
working group has been working for a 
year on detailed trading procedures and 
contract rules. 


ne source close to the tin-mining in- 
dustry said that even a faultless 
framework for tin futures will have to 
overcome widespread ignorance in the in- 


^ _ justification for starting tin-futures trad- 
Ping i in Malaysia now turns on a perceived 















need for an additional hedging facility for 
the London Metal Exchange (LME). 
London traders, it is argued, stand to 
benefit from a futures market in the 
Malaysian time zone, and from Malaysian 
dollar trading that would complement 
physical trading in Penang. 


he Penang market works on the basis of 

a price calculated on the daily accumu- 
lated total of tin for which bids have been 
received from two smelting companies. 
The Penang market does not therefore 
provide much scope for forward dealing, 
hedging or speculation and it is viewed by 
the government as being somewhat out- 
dated. In the words of a Malaysian paper 
presented at a recent International Tin 


108 


Site of the new KLCE; brokers at work: outside business 1s crucial. 


| 
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ment until recently rejected tampering 
with this one cash market because of fears 
that internatioņal confidence in a tested 
(though perhaps outmoded) market might 
be damaged. 

However, a noted LME tin expert, Gib- 
son Garvie, has recommended “two sepa- 
rately identifiable cash markets," one in 
Penang and one at the KLCE. Moreover, 
there is now a desire by the government to 
model the Penang cash market on the 
open system, as a senior official put it. 
Draft articles of association for a Penang 
cash market and draft wording for a cash 
contract itself have been prepared, though 
one source in the tin-mining industry said 
many. of the miners have not seen these, 
nor even the Garvie report. 





dustry about the opportunities offered by 
futures trading. "Very few of us [produc- 
ers] have ever done any futures trading,” 
he said. "It seems remote to most of us, 
especially the hedging function." Doubts 
about the new market tend to centre on 
the capacity to hedge: "None of us is big 
enough to do it on his own," said another 
source. 

Behind the issues affecting the opera- 
tion of futures trading for specific com- 
modities lies a deeper one. The KLCE is 
"an institutional expression of the govern- 
ment's desire to prevent established mar- 
kets misusing their monopoly position," a 
leading Malaysian bank economist said. 
"Our prime minister holds a firm view that 
Malaysia still lacks its quota of clout in de- 
aling with the industrial societies," he 
added. KLCE futures trading, according 
to this view, provides a mechanism to in- 
crease that clout. 

Although opinion is divided about the 
prospects that KLCE trading could ap- 
preciably reduce commodity-price fluctu- 
ations or significantly improve forward 
planning, few doubt that the government 
sees the palm-oil futures trading success as 
an encouragement to bring in rubber and, 
by March 1984, tin. If Ismail has his way, 
the exchange will perform another func- 
tion as well: *We want to break down the 
psychology of Malaysians who habitually 
buy cheap first and sell later. We want to 
demonstrate that, via the KLCE, people 
can enter the market either way.” 
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11 additional 
international banking 
offices. 


Mellon announces expanded 
worldwide banking service. 


Mellon's international banking 
network is growing rapidly. 
Today we have 25 branches, rep- 
resentatives and investments in 
19 countries. 


The recent merger of Mellon 
National Corporation with The 
Girard Company of Philadelphia 
provides four full-service interna- 
tional banking offices in the east- 
ern United States: New York, 
Miami, Pittsburgh and now Phil- 
adelphia. The merger also added 
offices in Colombo, Singapore and 
Zurich to our growing interna- 
tional network. 


New Mellon representative offices 
have been opened recently in Bue- 


nos Aires. Caracas. Milan, Seoul, 


Sydney and Taipei. Our represen- 


tative office in Toronto is being 





Mellon is now the twelfth largest 
bank holding company in the 
U.S. We provide a full range of 
international services, including 
letters of credit, the most sophis- 
ticated concentration of funds 
systems and automated balance 
reporting. 


We will be pleased to tell you 
how our rapidly expanding net- 
work can meet your needs. Con- 
tact any of our offices worldwide 
or write either: 

International Banking Depart- 
ment, Mellon Bank, Mellon 
Square, Pittsburgh, PA 15230, 
U.S.A. Telex 812367. 


International Banking Depart- 
ment, Girard Bank, Girard Plaza, 
Philadelphia, PA 19101, U.S.A. 
Telex 834398. 


expanded into a full-service bank. 


Mellon Bank 





Introducing the 


10 ways it can help 


At IBM we think a lot about 
helping business grow. That’s led us to 
develop computers like the new IBM 
System/36. It’s the small computer for 
the small business that wants to grow 
and the large company that wants to 

help key people 
or departments 
become more 
roductive. 
hether you 
need data 
processing, word 
both, ie or 
oth, its a 
| powerful and 
N g tile business 











E 1 The new 

" A. IBM 
System/36 is so 
easy to use that 
you don't need to 
be a computer 
expert to run it. 





9 Help is never far away with the 
e System/36. If you're having a 
problem, you press the key marked 

‘HELP”, and the computer will guide 
you through. 





3 IBM -developed software 

e provides easy-to-understand display 
screens to direct you through every task. 
This helps you do what you want to do 
step by easy step. 


4 As you discover more ways to use 
the System/36, you can draw upon 
an extensive (and growing) library of 
business software for small systems. In 
fact, we estimate that no IBM computer 
has had more software available, at 
introduction, than the System/36. 


5. The System/36 can perform many 

tasks at once. That means people 
don't have to wait to get their work 
done. 


6 The System/36 will grow with 
your business. It handles up to — 
30 terminals and workstation printers 
locally. ^ 
That's almost double the number of 
workstations offered by our popular 
System/34. Up to 64 remote stations 
and printers can be connected to the 
system with communication lines. 
They might be located in your plant, 
sales branches, or distribution centre. 


Fi If it's an office system that you 

e need, the System/36 has text al 
mail management plus color graphics 
which enhance your charts, reports, ; 
and other office communications. 





IBM System/36. 


your business grow. 





9 You'll be surprised at the Eg IBM has 
e affordability of the System/36. It aa | 0. centers 

y fers high performance at a reasonable - to help you with 
orice. any of your 
computer needs, 
from good advice 
to software to 


expansion. 









9 If you re already a computer user, , ENG 
e youll appreciate the capacity RAT 
offered by the new System/36. Disk 
storage handles up to 400 million 
^haracters (one and a half times the 
'apacity of System/34) and main 
memory capacity can manage 912,000 
'haracters (double the capacity of 
System/34). 


And of course, when you buy a 
System/36 you're also buying IBM's years 
of experience in providing reliable products 
and service, educational seminars and 
special training programs. They re all 
available to vou — just contact us. 





For a free, no-obligation demonstration or further 
information, call your local IBM office today: 





Hong Kong Singapore 
Tel: 5-768168 Tel: 2200169 
| Indonesia Taiwan 
Tel: 587641, 586111 Tel: 501-5151 
Korea Thailand 
Tel: 722-8694 Tel: 233-0111 
Malavsia 
T Tel: 03-555255 — — 
A "aser Le Le Philippines =- — == 


Tel: 817-8060 


Sheraton. 
wins on style 


i 
U "Its been said that Pm one of the most exciting 
soccer stars ever. Through practice and dedication 
I developed my own unique style, 
a winning style. And I admire 
others who have the 


dedication to develop a 


c 
winning style of their own?” 
1 | 
} : 
vi r And like frequent guest Pelé, 
| | Li we're sure it won't take you long to see ne 
, Sheraton wins on style. 


| 
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From the moment you walk intoOur ^ 
lobbies you |] see why. From traditional to 
modern, every Sheraton Hotel says com- 
fort and style in its own special way. 
From breakfast in your room, to dinner 

in one of our fine restaurants, Sheraton 
caters to your every need. 

So wherever your next trip may 
take you, make sure you come to 
Sheraton, and see for yourself how 
Sheraton wins on style. 


Sheraton Hotels 
Worldwide (S), 










With just one call we can im | 


firm your reservation to st le, in any 
one of the more than 450 on Hotels 
worldwide. | 

We do it with our soph d on-line 
computer reservations sys with one 
call, your questions are answered, your 
reservations and requests. : onfirmed, 
and you can even book a advance. 


bite 
itt 


So call Sheraton's: Reservatron | {| now. 
And make your reservation to stay in style. 





UNITED STATES ............800-325-3535* || 
HAWAI ................... .800-325-3535* || 
«(QN OAHU) ........... dud 926-4949* 
< EASTERN CANADA .......... 800-268-9393* 

- WESTERN CANADA. ......... 800-268-9330* | 
VIENNA, AUSTRIA.......... 0222/54-21-32* 
BRUSSELS, BELGIUM ........ 02/219-45.96* 
DENMARK ..0.. 0... 0c cece eee. 0430/0020" 

~~ LONDON, ENGLAND .......... 01/636-6411* | 

HELSINKI, FINLAND ........... 90/17-61-00 
€ LYON, FRANCE ................ 7/860-4255 | 

.— PARIS, FRANCE .......sssssss 6/079-2800* 
DUBLIN, IRELAND .............. 01/728188" 
MILAN, ITALY oa aa 2/654051" 
AMSTERDAM, 

NETHERLANDS............ 020/43-48-74* 
OSLO, NORWAY ............... 02/41-69-95* 
JOHANNESBURG, 

SOUTH AFRICA............. 011/23-2963 
BARCELONA, SPAIN .......... 03/317-50-68* 
MADRID, SPAIN .............. 01/401-20-04* 
STOCKHOLM, SWEDEN ........ 08/22-94-55" 
GENEVA, SWITZERLAND ....... 022/210093* 
ZURICH, SWITZERLAND ....... 01/302-0828* 
DÜSSELDORF, 

WEST GERMANY ........... 0211/498921* 
FRANKFURT, 

WEST GERMANY .......... 0611/295306* 
HAMBURG, 

WEST GERMANY ............ 040/442597* 


MUNICH, WEST GERMANY ..... 089/185063" 
STUTTGART, 


WEST GERMANY ........... 0711/221976" 
SYDNEY, AUSTRALIA .........0.... 231-6677" | 
AUSTRALIA 

(OTHER THAN SYDNEY) ..... 008-22-2229" 
AUCKLAND, NEW ZEALAND ........ 793-509 

(collect) 
CHRISTCHURCH, NEW ZEALAND ....60-373 
WELLINGTON, NEW ZEALAND ...... 857-514 
HONG KONG Leere rhe e o 3723-3535 
OSAKA, JAPAN. .0.000.0.000... 06/314-1019* 
TOKYO, JAPAN ............... 03/264-4270* 
SEOUL, KOREA .......0.0..0..... 444-8211 
MANILA, PHILIPPINES ........0... 50-60-41 
SINGAPORE ................0+.-.235-4941* 
BANGKOK, THAILAND ............ 2335160 
BEIRUT, LEBANON aaao 361-590 
RIYADH, SAUDI ARABIA ........ 1/477-3244 
MEXICO CITY, MEXICO ....... 905-525-9060* 
SAO PAULO, BRAZIL ............. 255-3633 
CARACAS, VENEZUELA ......... 02/339900 


"indicates on-line computer reservations system. 


tToli-free anywhere in Denmark, "s 
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Sheraton 


Hotels. inns & Resorts Worldwide 


Or call your local Sheraton Hotel or Reservations Office 
or your Travel Agent, 
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When it comes to reaching Asia’s frequent | 


business travellers, the Far Eastern Economic SE 


Review offers you the most mileage. 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 


Review regularly as a primary advertising | — 
médium. Why? The answer is simply because | _ 
the Review reaches the highest audience con- | 
centration of heavy frequent independent busi- |. 
ness travellers of any regional publication in Asia 


today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead — 
and we'll be glad to send you a copy of the latest | _ 
1982/83 6 City Media Phase from the INTRA- |- 


MAR STUDY independently conducted by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 


Hong Kong. 


| FAR peas. ECONOMIC | 





For advertisers who 
take Asia seriously 











The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 

Discussed and analysed with intense 
interest all over the world, it is still only barely 
understood in the West. 
| Those who comprehend it best are those 
- in leadership positions throughout the Asian 
. region itself. 

But even these powerful individuals 


- need to be fully informed 

sow fast-breaking — lalk to them through 
€ 

“the Review.” 


. developments taking place 
. all around them. 
~> How does a Chinese banker in Hong 
-. Kong get the measure of finance in South 
.. Korea? 
... How does a Malaysian politician assess 
s the activities of his counterpart in Thailand? 
^. Like thousands of others, they depend on 
. the Review. 

The Far Eastern Economic Review is the 
most important channel of information for 
Asia, about Asia. It is required reading for the 
elite in every nation of the Far East, because it 
is literally the only source of information they 
can rely on week after week. 

As a result, the Review reaches the . 
highest levels of business, financial and 
government life. And it hardly touches anyone 





. below this exalted level. We believe you can't 


compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
needing a consistent, reliable 
source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 
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For iverson who a Asia seriously. 





96% of Review subscribers are in business, the professions or government. 
61% of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 

6896 of Review subscribers have household incomes over US$30,000 
(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles IH available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5- 734301; Telex: 62497 





The Columbia 
Space Shuttle 
navigation system 
was initially 
developed for the Apollo Program 
[t5 a system closely related to the 
ones used by Air Niugini-and by 
most modern international jet 
airlines. 

Even in this computer age, the 
accuracy of the Inertial Navigation 
System over long distances is 
remarkable, and the range of 
information it can give the pilot 

is extraordinary. 

With the dual Inertial Navigation 
Systems programmed, Air 
Niugini’ Boeings can fly anywhere 
in the world without reference to 
external aids. 








.| The computer not only tells the 


Singapore, 

Hong Kong, 
Sydney, Brisbane 
airns. 


and C 


captain how to get from one pre- 
programmed ‘way point’ to the 
next, it also determines how 

to get there as quickly and 
economically as possible. It has 
the ability to compare actual 
flying times with projected times, 
and calculate how to reconcile 
disparities. It delivers pin-point 
information on where the aircraft 
is at any given moment, and 
where it can expect to be at any 
other. 

‘To the pilot, INS ensures precision 
navigation and en-route flight con- 
trol; to the passengerya 
smoother ride and 
punctual arrival. 


Air Niugini flies 
direct to Australia, 
Asia and USA 

Air Niugini provides the best way 
of flying passengers and freight 
between Papua New Guinea and 
every major port in the Pacific 
basin. We have direct services to 


Honolulu, Manila, Auckland, 





For schedules and additional 
information please contact your 
travel agent or nearest Air Niugini 


Sales Office. 


Hong Kong 

Eugene Zau 5-242151 
Singapore Tan Soon Heng 2354958 
Manila Howard Lahari 864713 


AIR NIUGIN. 


OF PAPLIA NEW GUINEA 
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HE NATIONAL AIRLINE 


Scanias roads to progress. 








Hard reality provides the only valid evidence for their class. A place earned through a never 


a truck's reliability and durability. Merciless weakening understanding for quality. By a 
roads, torturous climate and critical attention to determination to find technical innovations that 
economic results all decide who shall profit in increase profitability for the operator. 

the long run. Those roads have taken Scania’s The Scania efficiency backed by a consistent 
heavy trucks to a place among the leaders in striving for quality build our roads to progress. 





inia Divi in, S-151 87 Sodertalje, Sweden 


SCANIA Created for a harder reality. 


WORLD ECONOMY 


Up North, down South 


The IMF and World Bank both signal cautious optimism for the 
industrialised nations — and caution for the less developed 


By Robert Manning 


Washington: The International Mone- 
tary Fund, in a guardedly optimistic an- 
nual report, said there is “improved confi- 
dence” in the global economy, but warned 
that if the fledgeling recovery is to be sus- 
tainable, the United States and other in- 
dustrialised nations face the “pressing 
task” of tightening their fiscal belts. The 
World Bank, in its annual report, is also 
cautiously optimistic over prospects for 
the developed nations — but considerably 
gloomier about the outlook for the de- 
veloping countries. 

The IMF report said progress in curbing 
inflation in several major industrialised 
nations has been accompanied by a de- 
cline in interest rates which “improved 
business incentives and reduced inventory 
carrying costs," setting the stage for "an 
upswing in trade and production." But the 
report added: “The durability of the re- 
covery will depend in no small part on the 
continuing credibility of anti-inflationary 
policies, which remains somewhat 
fragile." 

The IMF also said it will be *vital to 
bring fiscal situations in the larger indus- 
trial countries (particularly the US) into 
better balance. For economic recovery to 
be sustained it will be essential that gov- 
ernment demands for credit be prevented 
from competing with rising private needs 
for credit." The report also stressed the 
urgency of not re-igniting inflation. 

The fund report pointed out, however, 
that "the recession in economic activity in- 
tensified in most parts of the world during 
1982." It noted that total output of the in- 
dustrial countries declined in 1982 for the 
first time since 1975 and that unemploy- 
ment rose to the highest levels since be- 
fore World War H. Also on the negative 
side, the IMF report said the volume of 
world trade declined 2.5% in 1982. 

The fund expressed concern that the 
stagnation of world trade and unemploy- 
ment have provoked an increase in protec- 
tionist measures. Moreover, the report 
pointed out that non-oil producing less- 
developed countries (LDCs) have been 
hit particularly hard — by low commodity 
prices, weak export markets and a signifi- 
cant deterioration in terms of trade. This 
has left them little alternative but to inten- 
sify their adjustment efforts. The average 
growth rate in non-oil LDCs’ real output 
declined to 1.5% in 1982, compared with 
2.5% in 1981. 

The IMF said many non-oil LDCs have 
made considerable progress in containing 
current-account deficits given difficult ex- 
ternal circumstances. The non-oil LDCs’ 
aggregate current-account deficit dropped 
to US$87 billion in 1982 from US$108 bil- 
lion in 1981 and is projected to fall further 
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to US$68 billion in 1983. The report noted 
that the debt problem these countries face 
"is leading to a major reappraisal not only 
of their demand-management policies but 
also of their longer-run growth strategy." 

Looming behind this reappraisal, the 
report noted, is growing reluctance by pri- 
vate banks to lend to certain LDCs and the 
prospect that bank loans are “likely to be 
at best moderate." At the same time, the 
report noted that official development as- 
sistance — both bilateral and through 
multilateral institutions — is "likely to be 
quite modest in real terms." 

The IMF report said the exchange-rate 
system remains under considerable stress 
as currencies of major industrial countries 
continue to experience pronounced 
swings. It warned that major exchange- 
rate swings may boost protectionist ten- 
dencies and lead towards an environment 





Reagan: claim supported. 


in which some countries may be tempted 
to undertake competitive devaluations. 
The report urged the adoption of financial 
policies to dampen major exchange-rate 
swings and close cooperation among 
members to reduce thesa fluctuations. It 
advised LDCSs, particularly those with 
external-debt problems, to avoid over- 
valuation of their exchange rates. 


Tx report appeared to support the 
claim by the administration of US Pre- 
sident Ronald Reagan that intervention in 
exchange markets is unlikely to curb the 
volatility of exchange rates, commenting 
that “unless private market participants 
have reason to believe that authorities are 
willing to continue to intervene and if 
necessary to modify domestic policies to 
hold an exchange rate to a target," inter- 
vention will have little effect. 


The report suggested that central banks 
eventually consider exchange-rate levels 
when they set their targets for domestic 
money-supply growth — something that 
the US Federal Reserve Board has been 
criticised for not doing. The report also fo- 
cused on the US budget deficit as a key 
concern. It argued “that a change in the 
policy mix of the US that would result 
from adoption of measures aimed at 
avoiding a persistent deficit over the 
medium term would tend to reduce nomi- 
nal and real interest rates and bring about 
a fundamental improvement in the condi- 
tions for sustained economic growth." It 
added that such a reduction in the budget 
deficit “would also contribute a major step 
towards the much sought-after con- 
vergence of underlying economic and fi- 
nancial conditions among major industrial 
countries." 

The report noted that for the first time 
in more than two decades of sustained 
growth, international reserves (excluding 
gold) declined by 1% in 1982. The decline, 
the report said, would have been greater 
but for the 15% increase in fund-related 
reserve assets during the year. The report 
said financial disturbances in international 
private capital markets and reduced 
creditworthiness of many countries led to 
a severe curtailing of the net flow of pri- 
vate bank resources to non-oil LDCs. The 
net flow declined from an annual amount 
of US$50 billion in 1980 and 1981 to an an- 
nual rate of less than US$10 billion in the 
final quarter of 1982. 

The report pointed out that the most 
striking feature of the financial year 1982- 
83 was a sharp escalation in the use of IME 
resources. The IMF's aggregate commit- 
ments under standby and extended ar- 
rangements rose by 8.8 billion special 
drawing rights, or SDRs (US$9.24 billion) 
to SDRs 25 billion and gross purchases 
(borrowings by member countries) by 
SDRs 352 million, respectively, from nilin 
the end of the year, the report noted, 39 
stabilisation programmes were in effect. 
The report also noted that purchases (bor- 
rowings) under the compensatory and 
buffer-stock financing facilities rose to re- 
cord levels of SDRs 3.7 billion and to 
SDRs 352 million respectively from nil in 
1982. Net balance-of-payments aid to 
members rose from SDRs 5 billion in 1981 
to SDRs 8.7 billion in 1982. 

The report reflects a negotiated consen- 
sus among the 146 member nations and 
does not touch upon whether or not the 
fund should go to private capital markets 
to raise money, whether to reduce from 
150% of a country's quotas a year the 
amount that can be borrowed from the 
fund or whether there should be a new 
issue of SDRs. 

The World Bank’s annual report echoes 
that of the IMF, in regard to the indus- 
trialised nations, citing gains in restraining 
inflation and suggesting that signs point to 
significant 1983 growth in the US and a 
smaller increase in Europe, with a 2% 
growth rate overall for the developed na- 
tions. 

But the bank painted a gloomy portrait 
of the situation facing the LDCs, at leastin 
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an the i increase. in the 
unt deficits.” 
he World Bank report said that atas 
il-importing LDCs decreased slightly 
1 the already poor performance in 
, . but it pointed out that “the major 
‘ptions were East Asian coyntries 
achieved high rates of ee i com- 
with most other countries.” The 
nk report said India's and China's large 
mestic markets insulated them to some 
e from the recession, enabling them 
maintain respectable growth rates." 
trade, the bank report said LDCs’ 
|andise exports increased by less 
2% in 1982, well below pre-1980 
ates. Asin its previous annual re- 
1¢ World Bank again gave Asia 
ks, pointing out that the export 
of low-income Asian countries 
significantly in 1982. It said 
ports increased 5% and China 
ed its programme of expanding 


ir current- 























olicy, under siege by the powerful 
> textile-industry lobby, is not ex- 
o be more than just fine-tuned by 
r administration policy review just 
completed, despite a large surge in 
rom the major Asian textiles and 
exporters, 
| past several months, a heated 
-the-scenes battle has been taking 
t ithin the administration of Presi- 
Ronald Reagan, as an inter-agency 
ttee chaired by Commerce Depart- 
it official Walter Lenahan conducts a 
on the textiles trade and prepares 
cy options for a White House textiles 
ing group. But according to à well- 
aced source at the Commerce Depart- 
snt, the policy recommendations are es- 
ntially fine-tuning existing policies. 

he US textiles lobby, one of the most 
: here and particularly influential on 
fol Hill, has sought substantial 
nges in US policy such as imposing 
ggregate import ceilings, rolling back im- 
.and renegotiating bilateral agree- 
ents signed with the major exporters — 
ingkong, Taiwan and South Korea. 
The administration, however, appears 
be resisting textiles-industry pressures, 
espite promises from Reagan to key Re- 





se Helms of North Carolina and Stre 


blican senators from: textiles states, 
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ings y decline E in past 


two years than in the previous 25 and that + 
impetus for development was broken by ^ 
the recession more sharply than at any | 
time in the past 40 vears. The bank report-.| 
said the ratio of debt service to export re-- 
ceipts for all developing countries in- | 


creased from 13.6% in 1980 to 20.795 in 
1982, while outstanding medium- and 
long-term debt increased from 76.1% of 
exports in 1980 to 103.875 in 1982. 


p report said that since 70% of LDC 
debt is in US dollars, "the strong appre- 
ciation of the dollar contributed to an in- 
crease in the burden of debt-service prob- 
lems.” While it said that ^a major danger 
to the financial system in 1982 was the 
threat that the banks would curb new 
loans to developing countries just when 


| continued lending was most necessary." 


the repon added hat 'concerteda action S 


Thurmond of South Carolina. The recom- 


agency report are limited to refining pre- 
sent practices. These include how the. 
customs service counts imports, how ex- 
porters and importers 








speeding up consultations between: 
porting nations and the US 
Washington calls them as a result of im- 
ports reaching market-disrupting levels. 
Import statistics for January-July re- 
leased by the Commerce Department 





'alent in the seven-month period, or án in- 
sq. yds during éhe same period in 1982. 


ufacturers Institute (ATMI), textiles and 
garment imports reached the highest 


seven-month level in history. ATMI ofti- 


cials said according to Commerce Depart- 
ment data, the excess of imports over ex- 
ports in the textile and garment trade is 
heading towards a record annual figure of 


lion in 1982. For the first seven 
this year, the deficit rose 35% to US$5.2 


udi fell 19. 976. 





mendations emerging from the. inter- 


US. 


data, better enforcement mechanisms and 
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show record increases for textiles and gar- 
ments — totalling 4.15 billion sq. yds equi- | 


crease of 22.5% compared to 3.38 billion | 


| 

| 

| 

i 

| 

| 

ig | n 
ade | threatens to disrupt the US market. As a 
| 

i 

| 

| 

According to the American Textiles Man- I 


US$8.9 billion, compared to US$7.2 bil- 
n months of 


billion, as imports increased 14% while reache 


iigiot Hi report, a to thes situa- 
tion; Total lending by its ordinary-lending 
arm, the International Bank for Recon- 
struction and Development (IBRD) for 
the financial year amounted to US$10.3 
billion, up 21% from the previous year 
and IBRD income was up 26% as well. 
| Total lending commitments of the IBRD, 
the soft-loan arm, the International Deve- 
lopment Association (IDA), and equity- 
investment arm International Finance 
. Corp. (IFC) totalled US$15.32 billion, up 
from US$13.63 billion in the previous 
| year. The largest percentage increase was 
by the IFC, whose ETUE was DP 3876 to 
US$845 million. " 
The net transfer of resources by IDA. 
and IBRD was US$4.5 billion, and there 
was anincrease in the subscribed capital of 
the IBRD in the amount of SDRs 9.27 bil- 
lion. In the 1983 financial year, a total of 
88 IBRD and IDA projects, or 3596 of 
total operations, involved co-financing 
funds totalling US$5.69 billion. 


5% increase in US consumption, but that 
is still not enough to offset the 6% decline 
in 1982. Commerce Department officials 
predict a growth rate of no more than 2% 
in textiles and garment consumption in the 
near future. 

In response to surging imports, 
Reagan administration "called" some 62 
categories of textiles and garments in 
May. These were mostly fabrics, dresses, 
wool coats, suits, trousers and other gar- 
ments from Hongkong. Taiwan and South 
Korea, with Hongkong hit. particularly 
hard. (Calling means that the consultation 
mechanism is invoked as the US judges 
imports to be reaching a level that 


the 


result, the exporting country can issue no | 
new export licences above the volume in 
agreement when called, and subsequently 
to what is agreed to in consultations.) US 
retailers estimate the value of garments 
and textiles held in warehouses as a result 
may have totaled US$350 million. 


t present, Taiwan leads the big three 
Asian exporters, with 17% of the US 
import market for garments, while Hong- 
kong and South Korea each have 14%. 
China’s share of the US market has grown 
rapidly to 11% and Japan. follows with 
9%. In 1982 the Reagan administration 

| reached afive-year agreement with the big 
three under the Multi-Fibre Arrangement 
(MFA) limiting their annual average over- 
all growth rate for imports to 176 or less. 

After imposing temporary unilateral 

. quotas on Chinese imports while a new 

textiles agreement was being negotiated in 

January, - the administration finally 

i d d um a manr with us at 
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SWISS BANK CORPORATION HELPS 





since 1872. So if it's your 


business too, you ve heard of 


us already. 
You ll already know we ve 


been in London and New York 


for a long time, and in depth. 
That we're at home in all 
major financial centres. 

A bank that finds big money 
for big customers all around 


AN ISSUE TO MARKET. 


It's a business we ve been in 


the world, and around the 
clock, must be reaching the 
right people. The people 
youre trying to reach, too. 
And that's just one of our 
services. 

If this is the kind of backing 
you d like to have on your 
side, you now know 

what to do. 

Call the key Swiss bank. 


THE KEY SWISS BANK 


General Management in CH-4002 Basle, Aeschenvorstadt 1, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta. 
Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco. Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, 


Mexico, Panama, Rio de Janeiro, São Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain. Cairo. Tehran. Africa: Johannesburg. Asia: Hong 
Kong. Singapore, Tokyo. Australia: Melbourne. Sydney 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 
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Dole; Chinese textiles plant: a campaign to pressure the White House. 


agreement — and allows an average over- 
all annual growth rate of about 3.5%. 

The textiles agreement with China 
caused a major row between the adminis- 
tration and the textiles industry which 
walked out of the talks in protest. What 
has disturbed the textiles industry here is 
the phenomenal growth in China's share 
of the US market, rising from US$69 mil- 
lion in 1979 to US$834 million in 1982. 

Industry analysts attribute the surge in 
imports to a combination of factors such as 
the overvalued US dollar, directed export 
drives by the Asian exporters and their 
pricing levels. Some close to the textiles in- 
dustry say the import increase reflects a 
concerted effort by Asian exporters to 
penetrate the US market, while others 
focus on the strength of the US dollar and 
the lack of competitiveness of domestic 
textiles and garment producers. US retail 
and consumer groups point out that the 
MPA, originally conceived of as a tempor- 
ary non-tariff barrier, has become a per- 
manent institution. 

Commerce Department officials say the 
US textiles industry has made substantial 
advances in both production and manage- 
ment techniques, but that the bottom line 
is that US manufacturers cannot compete 
with low wage rates abroad. Commerce 
Department officials say that import 
penetration may go as high as 33% by the 
end of 1983. 

Although the current policy review may 
not produce any immediate major policy 
changes, industry sources are still hopeful 
that the White House assessment of im- 
port problems will lead to significant po- 
licy shifts over the longer term. 

Lawyers for a coalition of retailer and 
merchandising groups told the REVIEW 
the US restrictions on textiles and garment 
imports are encouraging Asian exporters 
to diversify into higher-quality garments 
and as they go up-market they create a 
new set of problems. Moreover, prices are 
expected to rise significantly in popular 
clothing categories such as wool suits, cot- 
ton blouses and children's clothing. 
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Traditionally, the influence of retailers 
and consumer groups has been minimal in 
the face of the powerful textiles lobby. The 
issue of American jobs and the trade de- 
ficit take on even greater significance as 
the US approaches the 1984 presidential 
elections. But the case of the textiles agree- 
ment with China suggests that à new con- 
stellation of political forces may be 
coalescing. What tipped the balance, as 
the Reagan administration caved in and 
raised its quota figure from about 1.7% to 
more than 3% for Chinese imports was, 
among other things, an alliance between 
the retailers and consumers and the pow- 
erful US farm lobby. 

While foreign-policy considerations 
were certainly a factor also, the China tex- 
tiles accord set a precedent in allying these 
domestic forces. This resulted from the 
fact that China had banned a number of 
US agricultural exports, particularly 
wheat, in the interim period. The US far- 
mers claim the ban resulted in the loss of 
US$500 million in wheat sales to China 
this year. Thus, the influential Kansas sen- 
ator Robert Dole led a campaign to pres- 
sure the White House to conclude a 
favourable textiles accord. US farm sales to 
China outweigh Chinese textiles imports 
which in the first half of 1982 alone 
amounted to US$950 million. 


por between the cross-currents of 
powerful cenflicting domestic interests, 
the White House tilted away from the tex- 
tiles lobby. With US unemployment still 
hovering near 10%, and a continuing in- 
tense industry labour effort to tighten 
quotas on textiles imports, it is at best an 
open question whether the administration 
can resist protectionist sentiment here. 
Aside from the prospects for a new coali- 
tion opposing the textiles lobby, the ad- 
ministration's rhetorical commitment to 
free trade also is a factor in the debate. 
Whether the new coalition with the 
farm lobby, perhaps the most powerful of 
special interest groups, is sustainable is 
also an open question. Farm analysts 





point out that farmers tend to act on im- 
mediate, short-term interests, as was the 
case in their efforts in regard to China. 

Meanwhile, the textiles lobby persists in 
its efforts to curb imports. In a move that 
could unravel not only the China textiles 
agreement but also could seriously tarnish 
overall US-China trade relations, the 
ATMI filed a countervailing duties suit on 
September 12 charging that Chinese tex- 
tiles exports receive a 40% subsidy. The 
petition, filed in conjunction with two 
major unions, charges that because of the 
exchange-rate practice known as an inter- 
nal-settlement rate, foreign-exchange 
earnings of Chinese exporters are con- 
verted to local currency at a rate 40% 
higher than the official exchange rate. The 
petition quotes Wei Yunming, vice-chair- 
man of China’s Import-Export Commis- 
sion as saying this rate is used intentionally 
"only to subsidise exports. " 

Textiles industry sources concede that if 
the petition is granted it would, “blow 
[Chinese] exports out of the water" and 
price Chinese garments and textiles out of 
the US market by imposing a 40% duty. 
The case is unprecedented, as there has 
never been a complaint against a non-mar- 
ket economy charging  subsidisation. 
“How can you bring a subsidy case against 
a non-market economy; how do you 
evaluate their pricing system?" asked one 
industry analyst rhetorically. 

But sources close to ATMI said: “Prices 
are irrelevant. The issue is whether or not 
there is a differential exchange rate." The 
sources said existing US Commerce De- 
partment studies say that Peking gives 
priority access, in terms of allocating re- 
sources, to the textiles industry. But they 
concede there is a strong possibility that 
the case will be thrown out of court “for 
political reasons." 

A preliminary decision is expected in 
early October, but regardless of the final 
outcome, the case dramatises the intensity 
of textiles-lobby pressure on the adminis- 
tration that does not bode well for Asian 
textiles and garment exporters. 
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Business turns to Tokai Bank for direction. 
And they get it. 


Business looks to Tokai Bank for more than just a place to 
safely keep money. 

They seek cut the wisdom Tokai's over 100 years of 
experience brings to light. 

They turn to the global perspective and up-to-the-minute 
analyses provided by Tokai's worldwide network. ` 

And they look to the strength and leadership that has made 
Tokai one of the largest banks in the world. 

In short, they think of Tokai Bank as a concerned 
international business partner, with answers that make sound 
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Parliament buildings in Ottawa: promoting the ‘third option. 


The backlash factor 


Under pressure from its textiles industry, Canada wants to cut 
Asian imports — but the cost of such a move might be high 


By Wayne Gooding 

Toronto: For the second time in a year, 
the Canadian Government is faced with 
the dilemma of what to do about textiles 
imports from Asia. The cabinet must 
choose, and soon, between acting on the 
domestic industry’s demands for protec- 
tion and letting it fend for itself against re- 
cently concluded quota agreements. At 
issue, among other things, is the future of 
Canada's own small but growing export 
market in Asia and the Pacific. 

A Canadian delegation has just re- 
turned to Ottawa after a fruitless tour of 
exporting nations in Asia. One major goal 
was to whittle away provisions in the vari- 
ous bilateral trade agreements that allow 
exporters to carry forward or refer back 
quota's allowances. These could give rise 
to potentially disruptive concentrations of 
shipments. As such, the mandate of the 
latest delegation was weaker than that of a 
mission dispatched by Ottawa earlier in 
the year which tried to negotiate absolute 
quota reductions. The results of the sec- 
ond mission, however, were no more en- 
couraging to Canada than those of the 
first. 

One source said of the latest exercise in 
trade diplomacy: *The team went out 
empty-handed and came back empty- 
handed. For one thing, the exporting na- 
tions took the position that if they gave in 
to Canada, they would have to give in to 
the United States and the European 
[Economic] Community.” 

The mission hàd talks with representa- 
tives of Canada's big four suppliers — 
Hongkong, China, South Korea and 
Taiwan — as well as of Thailand and the 
Philippines. The Taiwantalks were held in 
Tokyo as Canada has no official relations 
with that country. 

With a domestic industry almost liter- 





ally coming apart at the seams, Ottawa 
may not be able to take no for an answer. 
The question now is whether the cabinet 
has the stomach to take unilateral action 
to stem the flow of imports, compromising 
Canada's reputation as an honest broker 
and risking hard-won positions in increas- 
ingly valuable Pacific-rim markets. 

The federal government's just-released 
review of Canadian trade policy adds an 
interesting twist to the textiles issue: while 
Ottawa has been promoting the idea of a 
"third option" — essentially a plan to 
wean Canadian exporters away from de- 
pendence on the US market and into 
European and Pacific markets — the stra- 
tegy now seems to be focused on the US 
again. Ottawa, equating more jobs with 
more exports, is insisting that it is not giv- 


MacEachen: reluctant to act? 





ing up on the other areas, but the Pacific- 
rim market is now talked of as a long-term 
development prospect. 

Moreover, the trade-policy review is 
broaching the pursuit. of sectoral free- 
trade agreements with the US and textiles 
has already been touted as one of the most 
likely sectors in which such a relationship 
would be pursued. It is not a new idea, by 
any means, but the faction in favour of a 
Pax North America, as Industry Minister 
Ed Lumley called it, is strong. 

But the cabinet has so far found it im- 
possible to fit the local textiles industry's 
needs into the fabric of Canada's internas 
tional relations. There is pressure from 
the industry to invoke Article 19 of tlie 
General Agreement on Tariffs and Trade, 
the safeguard's clause that essentially al 
lows governments to suspend their obliga- 
tions in a situation that results in damage 
that may be difficult to repair. 

However, one source said: "There is re- 
luctance on the part of Prime Minister 
[Pierre] Trudeau and External Affairs 
Minister Allan MacEachen to take that 
sort of action." A measure of official despe 
eration was the suggestion mooted earlier 
in the year that Taiwan be made to bear 
the brunt of the restrictions because of the 
lack of official relations between the two; 

Statistics released by the Department of 
External Affairs reveal the dimensions of 
the garment-import debate. In the first 
eight months of this year, permits were is- 
sued for the import of 150 million units of 
clothing, against 116 million units in the 
same 1982 period, an increase of 29%: 
Permits for the big four rose 3395 in the 
same period, to 119.5 million units. Last 
year, these countries accounted for more 
than 77% of garment imports to Canada; 
this year they are up to 80%. One official 
said: “Over the first eight months of the 
year, we're looking at an increase of 9 mil- 
lion [units of] garments from Hongkong. 8 
million from Taiwan, 6 million from China 
and 7 million from South Korea." 


n July, Lumley and Minister of State 

for International Trade Gerald Regan 
jointly announced measures to help the 
Canadian industry. One was to try for 
agreements on orderly marketing; 
another was to institute more careful cus- 
toms inspection of clothing imports. 

As of August, just in time for the heavy 
buying season in the final four months of 
the year, all clothing imports were being 
handled by just 26 customs officers. The 
strategy echoes the harassment of Japan- 
ese car imports in Vancouver last summer, 
when Ottawa sanctioned scrupulous cus- 
toms procedures that resulted im 
bottlenecks. Initially, clothing imports 
that used to take about a day to clear cus- 
toms were being held up for a couple of 
weeks though now the delay is down to a 
few days. It has been suggested that Ot- 
tawa eased the customs inspections under 
pressure of threats of retaliatory action by 
exporting nations, though Regan has de- 
nied this. 

But looking at the broader statistics, it is 
clear that a hard, restrictive line drawn by 
Ottawa against Asian clothing exporters 
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f the Canadian export earnings of 
g four producers — 36% for South 
va, 34% for Hongkong, 33% for 
ia and 25% for Taiwan. As Bernard 
jods, director of the North-South Insti- 
e in Ottawa warned: “We may be talk- 
ig our way out of the Pacific-rim market 
‘restrict imports. The nub of it is that 
ur trading partners cannot be expected 
















fohammed Aftab 
ad: Pakistan's exports to Iran 

éfited from the Teheran govern- 
forts to pull the economy out of 
isruptions. In the confusion fol- 
late shah’s fall and Iran’s con- 
aq and subsequently with other 
ations as well as the United States, 
lockaded its main trade channels, 
rediscovered a friend just around 
‘ner — Pakistan, with whom it 
a common frontier and overland 
and trucking routes. 
more personal level, contacts were 
; establish, especially by those 
officials who have lived in Pakis- 
or fleeing the shah’s regime. Re- 
d- ran-Pakistan relations have 
10st significant in trade, which 
ni officials consider as the neces- 
to wider ties in future. 
liately after the American bloc: 
followed the holding of Ameri- 
tages in Teheran, Iran's Islamic re- 
lary government sought Pakistani 
nt Zia-ul Haq's help in a wide vari- 
fields, particularly with imports 
akistan. Zia told his officials to 
'eheran to the maximum." The re- 
as a considerable easing of prices of 
il commodities in the Iranian mar- 
ich in turn led to an expansion of 
stani exports,- 
fter declining from US$88.8 million in 

77 to US$53 million in 1977-78 and 
to US$46.9 million in 1978-79, 
n's Ren to Iran rose to US$105 
án 1979-80 and to US$230 million 
30-81. They dropped to US$78 mil- 
in 1981-82, but dramatically rose 
to. US$250. million in 1982-83. The 
p was the result of Iran's increased 
to handle more goods and faster 
ments of iac lod by overland and 
routes. 
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revives old ties with neighbour P. Pakistan as it 
es to put its war-ravaged economy in order 


Iranian exports to. Pakistan, on. the | 
her hand, have been. depressed | be-| 


1 that country. These were US$6 million TS 
n 1977- 78, "e 6 í million in 1980-81 and 


CS6 6 billion. The dollar value i is not. high, 








Canadian trade traditionally. has been 
done in the US market. Considered as reg- 


New Zealand) each accounted for about 
10% of Canadian exports in 1982. How- 
ever, while those to E declined a 





































sharply to US$80 million in 1982-83, when 
Pakistan started importing crude oil at. a 
| rate of 10,000 barrels a day (b/d). 


clude sulphur, lead, zinc, raisins, saffron, 
medicinal herbs and oilseeds. Pakistani 
exports to Iran involve a wide and growing 
variety of goods, including textiles, sugar, 
wheat, rice, iron and steel products, 
chemicals, carbon black, fertilisers, fish 
meal, poultry and fresh fruits and vegeta- 
bles. 


akistans Finance and Commerce 
Minister Ghulam Ishaq Khan, who re- 
cently returned from Teheran after six 
days of talks with several Iranian officials, 
is bullish on future economic and trade re- 
lations between Teheran and Islamabad. 
While in Teheran, Ishaq closed deals to 
sell to Iran 100, 000 tonnes each of wheat, 
sugar, rice, and urea fertiliser during 1983- 
84. Deals were also finalised to sell 100 
million sq. ms of textiles, 20 million sq. ms 
of tarpaulin, 20,000 tonnes of cotton yarn, 
100,000 tonnes of synthetic varn, a large 
quantity of iron and steel products and 
machine tools, 30,000 tonnes of barley 
and considerable quantities of pesticides, 
sports and surgical goods, chipboard and 
hardboard, sheet glass, toilet paper, 
stationery, finished and semi-finished 
leather, toilet soap and metallurgical 
coke: : 
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Pakistan will continue to import 10, 000 
b/d of crude oil, with an option to double 
the intake. In 1982-83, Iran became a new 
source of oil for Pa! 
the 2c to d a discount of 










ional blocs, Western Europe and the Asia- 
Pacific region (including Australia and . 


US$2 million in- 1981-82: we re rose i 


In addition to oil, Iranian exports in- 


` Matiy of these items will be exported to 
Iran for the first time, as Pakistan's own | 
eee base has an a to ° we will a] 


g z 1983- 84, D Ishaq | 
said. (This year runs to September 1984.) 















akistan and sold 


| trading partners,” 


| offer out of our markeren. s 


| Canadian textiles industry could Mx 
|| mine Canada's export gains. “China is the 
but this is mainly because 65-70% of | 


classic example of how hard we can be on 
said Canadian Impor- 
ters Association president Keith Dixon. 


< “When Canada recognised. China, it was a 


glorious opportunity to start doing real 


business. Today, we have literally haras- 


sed almost every product China has to 











traditionally has bough: oi from Saudi 
Arabia, the United Arab. Emirates and 
iraq. 

During discussions with a number of 
ranking Iranian officials, Ishaq and his 
party of Pakistani officials successfully 
negotiated: 

» An agreement permitting Pakistani 
trucks to carry goods to all destinations.in 


Tran, particularly northeastern Iran, where 


they are needed most. 
» Establishment of a joint shipping line 
by Iran and Pakistan. | 
» Improvement in the procedure for fas- 
ter customs clearance and railway opera- 
tions in Iran at Zahedan and opening a 
new off-loading point at Mir Jawah. | 
» Establishment of à joint ministerial 
commission to promote economic, com- 
mercial, scientific, technical and cultural 
relations between the two countries. 
» Ratification of a long-term trade agree- 
ment which was initialled in April 1982. 
Pakistan also offered to build seagoing 
fishing vessels for Iran and to train its mer- 
chant navy personnel. It already has been 
supplying a number of vessels to the Iran- 
ian navy, from its Karachi Shipyard and 
Engineering Works. 
The two countries also agreed to im- 
prove their existing road and railway 


facilities which have so far been the main 


bottleneck for their overland trade. "The 
carrying capacity of these two routes will 
determine the future growth of Pakistani 
exports to Iran," Ishaq said, stressing that 
export goods are available in Pakistan and 
Iran is willing to take in larger quantities, 
as well as an increasing variety of goods, 
especially food and manufactures. 

Pakistani officials who were in Teheran 
came back with a distinct impression that 
Iran wants to revive its overall relations 


| with both Pakistan and Turkey. The three 


countries were members of.the Regional 
Cooperation for Development (RCD) ac- 
cord which was concluded in July 1964 in 
Istanbul to promote. economic and. cul- 
tural cooperation. j 
Islamic revolutionary Ita n: had: earlier 
lost interest in the RCD, perhaps viewing ` 
it as an indirect. legacy of the ousted.shah. 
The. propose | cooperation agreement is 
ly.to take a new name, perhaps a new 
ter, and a fresh enthusiasm to bring 
ree Muslim neighbours closer. 
uld - make both political and 










HILTON INTERNATIONAL 


Balance. Its a fine art when you re travelling. Thats why for twenty years in 
Asia/Pacific we ve given business and pleasure equal weight. We provide everv 
business convenience and every chance to unwind. Discover the perfect 
balance of business and pleasure when vou stay with us in: 














BANGKOK (October 1) KUALA LUMPUR SINGAPORE 
HONG KONG MANILA TAIPE] 
JAKARTA SEOUL (October 1) TOKYO 


For reservations, call your travel agent, any Hilton International hotel, or Hilton Reservation 
Service: In Bangkok, call 252-8166;Guam, 646-7912: Hong Kong. 5-233111: Jakarta, 


553051-65; Kuala Lumpur, 422122; Manila, 597415; Okinawa, (09893) 5-3311; Osaka, (06 
341-6801: Seoul, 778-1351. Singapore, 7371900: Taipei, 331-5324; Tokyo, (03) 213-4053. 
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It's Asiawide transaction processing and account inquiries, on-the-spot in Hong 
Kong and Singapore. Our Regional Processing Centers handle your U.S. dollar 
payments and provide you with personal assistance on account inquiries in 
your time zone. 
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It's timely cash flow information. 
Manufacturers Hanover ensures that at your 
opening, and throughout the day, you have 
timely transaction details on your account 
with us in New York. 


It's the most advanced telecommunications capabilities 
available today. We offer state-of-the-art S.W.I.FT. 
capabilities, in addition to our sophisticated private 
telecommunications system, ensuring utmost speed and 
accuracy in transaction processing, account inquiries 
and information retrieval. 





It’s automated clearing in New York. 
When you send messages to us elec- 
tronically, your U.S. dollar payments 
are processed by Manufacturers 
Hanover and sent to the U.S. payments 
system with no manual intervention, 
virtually error-free. 





Its Manufacturers Hanover, clearing bank to the world. 
Quality. Loyalty. Consistency. These three attributes make 
Manufacturers Hanover a dedicated banking partner. 


We are committed to providing you with high quality 
banking services and products—in a timely, accurate way. 


But more important is the way we provide these services. 


We strive, always, for a consistency that you can count on. 
And a loyalty you will find exceedingly difficult to match. 


MANUFACTURERS HANOVER 


International Banking Group 


World Headquarters: 270 Park Avenue, New York. NY 10017 
In Asia and the Pacific Basin: Branches - Hong Kong. Manila, Seoul, Singapore, Taipei, Tokyo 
Representative Offices: Bangkok. Beijing. Bombay. Jakarta, Kuala Lumpur, Sydney 
Subsidiaries: Hong Kong. Los Angeles, San Francisco 


Manufacturers Hanover Trust Company Member FDIC 
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THAT MAKES ALL OTHERS 


LIKE IT OBSOLETE. 





This is the case with the Minolta EP450Z Automatic Zoom PPC. 


The “Z” in the product name stands for and Automatic Paper Size Selection (you 
“zoom”. With the EP450Z you have the option of select the required magnification ratio; the 
selecting any variable magnification ratio copier selects the most appropriate loaded 
between 0.640X and 1.420X. paper size). 

Think of it! Now you can scale your original's One other thing about the EPA50Z: it’s a 
image area up or down to the size you want, Minolta. And this name is your assurance of the 
irrespective of paper size! highest quality copy reproduction obtainable. 

But this isn't all! The EP450Z also gives you Plus ease-of-operation, reliability and expanded 
two automatic selection modes: copy processing system capability with new 
Automatic Magnification Selection (you select document feeder and sorter options. 
the paper size; the copier calculates the most The Minolta EPA507. 
appropriate magnification ratio according to The world's first Automatic Zoom PPC that's 


the size of the original in use) setting the new path for all copiers to come. 





MINOLTA 


EP4507 


See the EP4507 ot these Minolta subsidiaries and distributors: MINOLTA CAMERA CO. LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541. Japar 
Taiwan Santa Office Machines Corp. IFL 75, Sec. 4, Nanking E Road, Taipei Indonesia P.T. Perdana Nirwana Abodi Co. 67B, JI, Krekot Royo, Jakarta Pusat Phone 372-609 
Phone: (02) 751-5022 India Methodex Systems Pvt. Lid. 607-8 Meghdoo! 94 Nehru Place, New Deihi-110019 
Hong Kong Minolta Hong Kong Lid. 67-71 Chatham Road South, Oriental Centre, Kowloon Phone: 682475, 68247€ 
Phone: 3-575051 Pakistan Allied Equipment Lid. First Floor, Nelson Chambers. |. 1. Chundrigar Road 
Singapore Minolta Singapore (Pte) Lid. 110, Middle Road, # 07-01, Chiat Hong Bldg G.P.O. Box 680, Karachi-1 Phone: 214922 
Singapore 0718 Phone: 3365441 Bonglodesh Brothers International Lid G.P.O. Box 767, Adamjee Court 115—120 
Malaysia City Marketing Sendirian Berhad Lot 3, Jalan 223, Petaling Jaya. Selangor Montijheel CA. Dacca Phone: 232293 
Phone: 577476 New Zeolond Viko Holdings Lid. MSI Bldg. Cnr. Khyber Pass and Nugent Str, P O Box 220 
Thailand Technical Supply Co., Ltd. 1808-1812 Kosemrat Rood Klongtoei Bangkok 10110 Auckland 3 Phone: 796-294, 796-295 
Phone: 391-0215, 252-9155 ~7 Australia Océ Reproaraphics Lid. 89 Tulip St.. Cheltenham, Melb. 3192 Phone: 584-1011 


Philippines — TOPROS Inc. Topros Bidg Banawe Cor. Atok St. Quezon City, Metro Manilo 
Phone: 49-49-21 
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NOW YOU CAN TRAVEL IN A STYLE BEYOND FIRST CLASS 


ALITALIAS TOP CLASS 








Its a style to which you will fast become accustomed. And 
our Top Class is the only place you can find it. 


Like any exclusive private club, it's restricted to a small group 
of people. Twelve to be exact. So there's plenty of room to 
move around or stretch out on one of our "Dreamerette?" 
seats. 


But at Alitalia, luxury extends well beyond your seats. For 
instance, there's a flight attendant for every four passengers. 
So you'll never have to wait to be served. Even better is 
what they serve you. Vintage wines from our "cellar in the 
Sky and the exquisite Italian and continental specialities 


dnt al. ~. o al. afta rere Oe o P 


There's even an "Alitalia Boutique" where you can select 
fashion from the great Italian designers: Battistoni, Ferragamo, 
Gianni Versace, Trussardi and Valentino, at unbeatable 
prices. 

And once you arrive in Rome or Milan, one of our greatest 
luxuries awaits you. Youll get a prestigious car with 
unlimited mileage and free insurance for two days, offered 
by Alfa Romeo in cooperation with Avis. Just ask for it 
when you book your Top Class flight. For more details call 


us or your travel Agent. 
Alitalia 


If you usually fly First Class, you 


owe it to yourself to move a 
cetan un Alitalia'e Tan Clace 





TAKEOVERS 


Now for the world 


Japan's Mitsubishi Bank, following a major purchase in 
California, considers buying a stronger foothold in Asia 


By Hikaru Kerns 

Tokyo: Fresh from a successful bid for the 
Bank of California, Japan's Mitsubishi 
Bank is mapping out the next step in its in- 
ternational strategy, with the strengthen- 
ing of its position in Asia as a key compo- 
nent. Although there are differences of 
opinion among its officers over the politi- 
cal future of Hongkong, Mitsubishi Bank 
may go for a takeover of a bank in the ter- 
ritory. 

Mitsubishi Bank, with assets of US$96 
billion, is the fourth largest in Japan and 
the 12th largest in the world. On Sep- 
tember 12 it signed a firm merger agree- 
ment with Bancal Tri-State Corp., the 
parent company of Bank of California, 
eighth largest in that state and 63rd in the 
United States. The acquisition price for 
Bank of California, which has assets of 
US$3.8 billion, was US$282 million. 

Its desire to acquire a bank in Hong- 
kong has already reached serious discus- 
sion at the planning level. However, a 
final decision may take several years be- 
cause Mitsubishi Bank will need time to 
rebuild its investment funds, evaluate the 
success of its California acquisition and 
finish tasks of more immediate priority 
such as investing in the computerisation of 
domestic operations. 

Tsutomu Tanaka, a manager at the in- 
ternational planning division of the bank, 
said: "We have one [Hongkong] bank in 
mind we would love to acquire." Tanaka 
stressed, however, that talks of a takeover 
in Hongkong were still only at the plan- 
ning level and that a stronger alternative is 
for Mitsubishi Bank to build up the capa- 
city of, or add to, its own branches in Asia. 

One complication is a lack of consensus 
among Mitsubishi Bank planners on their 
assessment of the political future of Hong- 
kong. Debate within the bank has shown à 
clear split of opinion. 

In setting its goal of expanding Asian 
operations, Mitsubishi Bank views Asia as 
being just as strategically attractive as the 
US market and more appealing than 
Europe or other parts of the world. The 
bank has no plans for mergers or acquisi- 
tions in Europe, though it will open a fi- 
nance company in London in October. 
Acquisitions of banks elsewhere in Asia 
are regarded as more difficult than in 
Hongkong because of regulatory obsta- 
cles. 

Mitsubishi Bank's purchase of the 
California bank is the first Japanese ac- 
quisition of an American bank listed on 
the New York Stock Exchange. Although 
US press reports interpreted Mitsubishi's 
deal as signalling a coming wave of Japan- 
ese acquisitions in the US, other Japanese 
banks interested in acquisitions might 
have difficulty identifying another attrac- 


tive takeover candidate of similar or larger 
size as Bank of California. Mitsubishi 
Bank had thought Dai-Ichi Kangyo Bank 
(Japan's largest in asset terms) and Sanwa 
Bank (fifth largest) were interested in pur- 
chasing the Bank of California. But no 
bids materialised from those quarters. 

The Bank of Tokyo, Japan's 13th 
largest in asset terms but well known for 
its international activity, already holds a 
majority stake in California First Bank, 
which has assets of about US$4 billion. It 
also owns the Bank of Tokyo Trust Co. on 
the US East Coast, also with assets of 
US$4 billion. Last month the Bank of 
Tokyo set up a deposit-taking company in 
Hongkong. BoT Finance (HK). Kunio 
Satomi, Bank of Tokyo's senior regional 
manager for North America and Oceania, 
indicated a takeover by his bank in the US 
is unlikely in the near future. "It's too ex- 
pensive," he said. 

It was also clear that Sumitomo Bank 
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(third largest in Japan) was not in the mar- 
ket for a major takeover in the US. 
Sumitomo has an existing subsidiary, 
Sumitomo Bank of California (with assets 
of US$2.3 billion), which acquired Pacific 
City Bank in 1981. Moreover, it bought 19 
branches from Bank of California in 1977. 
As with other long-established Japanese 
banks, Sumitomo has branches in other 
US cities such as New York, Chicago and 
Seattle. 

Earlier there was speculation that Fuji 
Bank (Japan's second largest) had also 
been casting an eye on Bank of California. 
But in March, Fuji bought for the consi- 
derable sum of US$425 million two finan- 
cial subsidiaries of Walter E. Heller Inter- 
national Corp. Japanese bankers believe 
Fuji Bank will therefore not be making 
another major acquisition in the US for 
quite some time. 


ne significant restraint on Japanese 

banks is that under a US law — passed 
in 1978 — a foreign bank has to declare a 
home state and that in order to acquire à 
bank in another state it would have to sur- 
render its holdings in the home state. Most 
major Japanese banks, such as Sanwa and 
Mitsui, made California their home state. 
Sanwa has acquired, since 1973, Hacienda 
Bank, Golden State Bank and First City 
Bank — all in California — to form Gold- 
en State Sanwa Bank. 

But market analysis by 
two Japanese banks indi- 
cate that Californian banks 
of the magnitude of Bank of 
California are too big or not 
available for acquisition. 
This still leaves the possibil- 
ity of Japanese takeovers of 
much smaller banks as well 
as the still undiscovered 
plans of Dai-Ichi Bank. 
Total Japanese-held assets 
in California, including the 
Bank of California, amount 
to US$11.4 billion. 

There had been a higher 
bid for the Bank of Califor- 
nia from Wells Fargo and 
Co. , but this was rejected by 
the Bancal Tri-State board, 
dominated by French and 
Swiss interests including 
Baron Edmund de 
Rothschild. Wells Fargo of- 
fered US$53 a share com- 
pared with Mitsubishi 
Bank's US$50 a share. 
There are two shareholders' 
lawsuits outstanding 
each filed by a single holder 
— charging that Bancal Tri- 
State should have accepted 
the higher offer from Wells 
Fargo, but they are given lit- 
tle chance of success. 

To facilitate the transac- 
tion, Mitsubishi Bank set up 
a paper corporation in De- 
laware called Diamond In- 
vestment Corp., capitalised 
at US$S, to take advantage 
of Delaware's favourable 
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iuse such a merger would have combined 
> large banks in the state. This was os- 


tate's rejection of the Wells Fargo 
in addition to Wells Fargo reportedly 
taching conditions to its offer. But the 


of Californias management, 
irces at Californian banks said. 


last-minute unsolicited Wells Fargo 
| was seen partly as an attempt to 
ain Bank of California's unique char- 
s$ in the states of Oregon and 
shington, so that it could purchase 
al banks there such as Rainier Bank of 
e. Founded in 1864, Bank of Califor- 
ossessed grandfather charters (ones 
pre-date relevant legislation) to do 
ess in those northwest states, 
‘eas other banks in the US are gener- 
srohibited from inter-state banking. 

Mürally this opened speculation that 


ire banks in the northwest, though 
ars there is little possibility of it 
g so in the near future. Mitsubishi 
had been planning to establish re- 
tative offices in Oregon and 
ngton, but its purchase of Bank of 
nia makes this move unnecessary. 

ibishi will probably retain the man- 
t of Bank of California, though 
employees may leave voluntarily. 
eless, Bank of California employ- 
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sharper-than-expected 
domestic exports. 
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bly an important reason for Bancal | 


ells Fargo bid was also not popular with 


bishi Bank could use those charters - 
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The general reception to Mitsubishi | ` 


Wells F argo takeover would have i in | 
| the price-earnings ratio was more than 30 


ted the attention of US regulators be- 


| the Hongkong ^ economv have gom, 






lin Beanie fevised pwr d ds h : H s 
domestic product ad forecast for mk | 


The revision was entirely the result ofa | 
In the first seven. or 
months of the year they rose by 16% in ie 
pu terms to HKSS3 billion. E Shae 6 


ese: half improvement of % by volume. 


source of dde with an estimated | 16% 


Bank’s takeover in California was not as 
critical as might have been. expected, 
though negative comments were directed 
at the Japanese Government, which effec- 
tively bars foreigners from buying I: apan- 
ese banks. Another complaint was that it 


was much more ditficult for US banks to | 
open new branches in Japan than for Ja- | 
 panese banks to- 


o the same in the US. 
rt. Auld of Bank of 






America said: “Our feeling i: is not that the | 


Japanese should be prohibited from ex- 
panding but thàt we should be given the 
same opportunity." The Bank of America 
is most frustrated in Japan by the lack of 


Japanese permission to offer the full range | 
of services and instruments such as finan- | 


cial futures that it is able to do in the US. 


Given such an opportunity this bank, the | 


largest in the US, believes it could gener- 
ate much more business in Japan. 
.But a basic policy of the Japanese 


Ministry of Finance is to protect the - 
i lending activities: 


weakest elements in the Japanese finan- 
cial system, or in the current situation 
smaller regional banks, a government offi- 


cial told the Review. With the huge gapin | 
| itions. Several Japanese bankers said they 


philosophy between regulators in 
Washington and those in Tokyo, the 
likelihood of the Japanese market taking 
on rules and characteristics similar to the 
US market is dim for the foreseeable 


future. 


Bank of California had been going 
through difficulties adjusting to the more 
competitive nature OF American n banking. 


Bremridge forecast a full-year gain of 
11%. This optimistic projection seemed 


justifi ed by the buoyancy of manufactur- 
ing orders and the fact that the second half 


of 1982 had been especially poor. 
Salės to the United States w 
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had been trading at about US$30-37. - 
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the Mitsubishi 2 it a 
| At a purchase price of US$282 million: | 


times 1982 earnings, Such a ratio is hardly 
unusual for compames listed on the Tokyo 


; Stock Exchange. 


Mitsubishi Bank will merge its existing 
subsidiary in California, the Mitsubishi 
Bank of California (assets: US$600 mil- 


lion), with Bank of California and retain. 
| the latter's name. The present Mitsubishi: 


subsidiary was the result of a 1981 acquisi- 
tion of the First National Bank of San 
Diego by Mitsubishi Bank of California, 
established in 1972. The new Bank of 
California will have assets of US$4.4 bil- 
lion and will be the seventh largest in 
California and 55th in the Us. 


Jr banks originally set up shop i in 
the US to service Japanese exporters and 
subsidiaries. They also attracted some of 
thé business of the generally affluent- 
Japanese -Americans, Many of them still 
rely on such business for the bulk of their 
But now Japanese 
banks are aiming at the broad general 
banking market, one reason some Japan- 
ese banks retain the names of their acquis- 


did not feel the kind of resentment to Ja- 
panese business on the US West Coast, 
especially California, that they perceived 
on the East Coast. 

In another example of Japanese bank-. 
ing activitv in the US, the Bank of Tokyo's 

California subsidiary has recently estab- 
lished the first Japanese-owned venture- 
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Doméstic demand 
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fort out of ine donesia rented ter- 
. tiáry sector and back into m 


manufacturing. 
Manufacturing was almost entirely re- 
for the sharp fall in unemploy- 
ment from a first-quarter peak of 5.1% to 

3.1% by July, the same level as in De- 
cember 1982. Unusually slow growth in 




























tive environ nt. California: is. < regarded 
as a particularly appropriate location for 
venture-capital firms because of the large 
number of high-technolo Senmpsnies 
being established there. - uem d | 
Although international operations cur- 
rently are less important as a source of 
earnings for major Japanese banks com- 
pared to their US counterparts; the situa- 
tion is changing steadily he top 13 Ja- 
panese banks, all but tw rted that re- 
venue from international Operations as a 
percentage of total earnings grew in 1982. 
Aside from the Bank of Tokyo, which is 
registered as a foreign- ge bank, the 
Sumitomo Bank regi n 1982 the 
highest percentage of reve nue from inter- 
national operations —-. 19.4%, up from 
17.9% in 1981. Sumitomo Bank was also 
the top in net incom "all Japanese 
banks. Fuji Bank had the second-highest 
percentage of earnings from international 
operations in 1982, 18.1%, which was up 
from 15.3% in 1981. The third highest 
was Mitsui Bank with 17.596, up from 
15.995. , : "o 
Large American bà ome of which 
had earned 50% of the | profits over- 
seas, are at the same time facing great risk 
of default by develop ebtor countries. 
The exposure of Japane 
veloping countries is correspondingly 





































~ -much less, but their enthusiasm for risky 


markets has been chilled. ‘This means that 
Japanese banks, experiencing slow 
growth in their domestic market, are look- 
ing much more closely at the US and 
stable parts of Asia for future growth in- 
ternationally. | 





weighted average is no ; 
level at the beginning of the year- —- some 
doubted that the forecast coüld be met. 
Despite the fall in real.wages, Brem- 
ridge said recovery in employment was 
now forecast to rise 396. Again, though, it 
could be held back by rising import prices. 
If consumer spending shows tentative 
signs of revival, capital spending is still on 
the slide. It is now forecast to fall 1% de- 
spite a 10% rise in public-sector spending. 
Private construction is now forecast to fall 
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15% and outlays on plant and machinery | 


to be static. The government's own spend- l 


ing has, however, been somewhat under 
budget, roughly matching a shortfall in re- 


venue — so Bremridge left his forecast - 


HK$4.4 billion bs dnd deficit un- 
altered. 








By Susumu Awanohara 


Jakarta: After some tough bargaining, 
Tokyo and Jakarta have finally agreed on 


| the price of rice which Japanese Prime 


Minister Yasuhiro Nakasone offered to 
Indonesia on concessional payment terms 
when he visited here in early May. United 
States rice, offered under the US Public 
Law 480 (food aid) scheme, has also been 
contracted for. 

But the aid rice from Japan and the US, 
totalling about 200,000 tonnes, will meet 
only a small part of Indonesia's overall im- 
port requirement for the current fiscal 
year, ending in March 1984, As a result of 
last year's long drought (REVIEW, Jan. 6) 


and the expected fall in the use of fer- - 


tiliser, following the cut in fertiliser sub- 
sidies late last year, Indonesian rice out- 
put for 1983 is likely to stagnate or decline 
slightly. 


Another worrying factor is that rainfall 


has been meagre once again during June- 
Septembér this year. If the dryness con- 
tinues into the rainy season, normally 
starting in October — as it did last year — 
then 1984 could also become a disappoint- 
ing year for the all-important rice crop. — 


Sources are now convinced that the gov- . 
ernment’s Logistics Board (Bulog) has | e 
bought about 1.4 million tonnes of rice. 
since January this year (not all of which | 


has yet landed in the countrv). If true, this 
contrasts sharply with imports of only 


consumer demand contributed to a sharp 
narrowing of the trade gap from 14% to 
1296. Imports for the first seven months 
rose 12% in money terms and 4% in real 
terms. With re-exports rising by 14%, this 
left a visible gap of only HK$9.5 billion, 
compared with HK$11.4 billion a year 
previously. Net service earnings also re- 
sponded sharply to price factors. 

The improvement in Hongkong's cur- 
rent account since a year ago has been 
dramatic, underlining the extent to which 
the decline in the Hongkong dollar has 
been a result of non-commercial factors. 
The current account is likely to go on im- 
proving because, even without continuing 
recovery in countries of the Organisation 


| for Economic Cooperation and Develop- 


ment further stimulating exports, the cur- 
rency's decline will keep the growth of 
domestic demand well below that of ex- 
ports. Meanwhile, the fall in rents, par- 
ticularly for office and industrial space, 
have much enhanced the profitability of 
many types of business which had once 
found. Hongkong too expensive. 

| T — PHILIP. BOWRING. 








at hes ¢ a major rice deal with Japan 
need to cast around for considerably more in comin 


















. p for Tokyo to offer a low price, . 
| the attractive payment terms, 










| ; relations, nerve agreed that in b itu 


down for tal < 


i year-old s brown (that i is, 


about t US$200. 


tions, 




























543,000 tonnes in 1981 and 33 
last year. Although latest wor 
statistics are not yet availa 






















tractive: maturity i 30. yea 
years’ grace and interest rates o 
ing the grace period and 3% thers 
But according to Cooperatives Mir 
Bustanil Arifin, 


pay only US 


| the Japatiese were offerin 































The Japanese suited m t 
cials that they would have to pe š 


gét concéssional financing. k a 


when it was making strenuous | 
reduce its budget deficit. Tokyo 
buying rice from the farmers a 
¥ 300,000 (US$1,235) a tonne ai 
ing it on the domestic market | 
below that price. At the current exc 
rate, US$225 would only be: 
55.000, which is simply too low, | 
panese argued. | 

There were international cons je 
too. Tokyo could not offer 
donesia terms which were more attract 
than those applying to other recipient 
Japanese food aid, such as Bangladest 
There was in addition a fear that t 
tional exporters of rice to the Asian reg 
would complain if the Japanese price wi 
too low, the Japanese argued. __ 

This fear was based onthe experience 
1980 when the Japanese Govern 
gave Jakarta concessional credit to bu 
100,000 tonnes of rice, priced at Y61,800 
tonne, or about US$275 at the going e3 
change rate. The US Rice Millers Assoc 
tion pressured Washington to take acti 
against Japan's "subsidised export" a 
"dumping" of rice and after a row, wh 
exacerbated already tense Japan-US tra 
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would check with Washington before de- | 


termining its rice export prices. 
Washington then withdrew its demand 
that the case be taken to the General 
Agreement on Tariffs and Trade in 
Geneva for scrutiny. 

In a subsequent meeting between 
Tokyo and Jakarta officials, the Indone- 
sian side raised its bid to US$245 but the 
Japanese side did not budge. In the most 
recent meeting in early September, with 
Japanese Ambassador Toshio Yamazaki 
and Arifin leading the two sides, it was de- 
cided that the price should be set at 
365,000, or about US$265, only US$15 
off the original Japanese bid. 

The feeling is that the Indonesians were 
in a hurry to get the Japanese rice. Sources 
said that this price will be finalised after 
formal approval is obtained from the 
United Nations Food and Agriculture Or- 
ganisation (which monitors trade of 
surplus grain) and traditional rice ex- 
porters such as the US and Thailand are 
notified. How the rice cargo will be split 
between ships of the two countries could 


* 
Nakasone with Suharto: an increased offer. 


still become a problem. The Japanese ad- 


vocate open competition in principle and 
in reality accept a 50:50 split of their aid 
cargo to Indonesia, but Jakarta may insist 
on 100% for itself. 


ndonesia is also importing aid rice from 

the US under the PL 480 food aid pro- 
gramme. Jakarta appealed for increased 
food aid this year and Washington re- 
sponded favourably with a total credit of 
US$35 million for its fiscal year, starting in 
October 1983. The terms of the PL 480 
credit for Indonesia are quite similar to 
those of the Japanese food aid, which is 
modelled after the US programme. After 
an initial payment of 20%, there is a grace 
period of five years, during which the in- 
terest rate is 2% , followed by 26 annual in- 
stalments, at which time the interest rate 
rises to 376. 

Jakarta has decided to spend US$20 
million on rice, to obtain about 65,000 
tonnes of current US rice and to allocate 
the remaining US$15 million on wheat, of 
which it was able to buy 83,000 tonnes at 
current prices. So Bulog, responsible for 


134 
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should have a little more than 200 


nes of imported rice to its credit before its 
selling operation on the open market in- 
tensifies towards the end of the year to 
prevent prices from climbing sharply be- 
tween harvests. 

But 200,000 tonnes is hardly enough for 
Bulog to carry out its selling operations 
and to maintain its stock level into 1984. 
Arifin admitted that Bulog had already 
purchased just under 1 million tonnes of 
rice, including.the 200,000 tonnes of aid 
rice, this year. Arifin was referring appa- 
rently to the Indonesian fiscal year. 

Observers agree that Bulog has again 
been skilful in its buying operation (from 
Taiwan, Thailand, the Philippines and 
Burma), making purchases on its own and 
through grain dealers anonymously, and 
has managed not to raise prices for itself in 
the thinly traded rice market. But signs 
are that Bulog must import still more rice 
in the near future and the going will get 
rougher. The June grain survey by the US 
Embassy in Jakarta, which monitors the 





agricultural situation closely, estimated 
that, assuming a total 1983 milled rice out- 
put of 23 million tonnes and Bulog stock 
level of 1.8 million tonnes at the year's end 
(the stock stood at 1.7 million tonnes on 
January 1), Indonesia will need to import 
2 million tonnes of rice during 1983. 

Since Jakarta appears to have purch- 
ased at most only 1.4 million tonnes by 
mid-September, it is not likely that it will 
achieve this. But if the embassy projection 
proves reasonably accurate, this would 
mean that the stock level would decline 
significantly. 

How much more rice Jakarta will have 
to import in coming months will depend 
not only on domestic output and targeted 
stock levels but on domestic consumption. 
Through its market operation, Bulog has 
allowed the retail price of rice to rise sig- 
nificantly since late 1982. For example, 
the price of medium-quality rice in Jakarta 
rose from Rps 232.99 (23.5 US cents) to 
Rps 285.87 a kg. between September 1982 
and June this year. One estimate is that as 
a result of the higher price of rice, overall 
consumption would decline by 600- 










import. 
The Indonesians are saying that total 
rice output in 1983 will top 1982's 23.2 mil- 
lion tonnes. But there is a feeling that this 
is more a political statement than a reflec- 
tion of reality. The primary wet-season 
crop (usually planted in October-De- 
cember and harvested in February-April) 
was delayed by about two months by the 
late arrival of rain. The rain eventually 
came and lasted late, bringing sufficient 
quantities, but there was pest infestation. 
Some experts say that the weather factor 
alone could easily have caused a 5% de- 
cline of the wet-season crop this year. 


A: in 1982, the secondary crop (planted 
in May-July and harvested in Septem- 
ber- November) is suffering from another 
drought. Farmers in West and Central 
Java have been particularly hard hit. 

The increased price of fertiliser will also 
have some adverse effect on 1983 output. 
The price of fertiliser was raised from Rps 
70 a kg. to Rps 90 last November while 
Bulog’s buying price from farmers (of 
paddy rice) was raised by a smaller margin 
(from Rps 135 to Rps 145 a kg.), starting 
with this year’s primary wet-season crop. 
Given the shape of demand for fertiliser, 
this could result in a net 3% drop in the use 
of fertiliser and a loss in (paddy) rice out- 
put of about 300,000 tonnes. 

Apparently the Indonesians are still 
predicting a (milled) rice output of 23.8 
million tonnes this year, against last year’s 
23.2 million tonnes. Although the 1983 
production is not likely to fall as low as 
20.5 million tonnes, as the US Embassy 
tentatively projected late last year, it 
probably will decline by a few percentage 
points. 

The 1984 crop will depend much on 
rainfall in coming months. If normal rain- 
fall returns in the next few weeks, Jakarta 
will have suffered only a small dent in its 
impressive record of raising rice produc- 
tion over the years. Two difficult years 
running, on the other hand, would tax the 
system — particularly Bulog. But at least 
Bulog has learned in the past year that the 
private-sector rice traders can be encour- 
aged to play a more important role in the 
distribution of rice in the country. 

The March devaluation of the rupiah, 
which raised the international price of rice 
in rupiah terms, and the elimination of 
food subsidies, which has forced domestic 
food prices to approach international 
prices, have widened the margin between 
the market price of rice and the price 
which Bulog pays to farmers for paddy. 
This has enabled private rice-traders to 
offer farmers a better price than Bulog 
does and still make a good profit after mil- 
ling and transporting. 

Channelling more rice from producers 
to consumers through the private sector 
does not change the magnitudes of overall 
production, consumption or imports, but 
it does reduce Bulog's burden — albeit at 
the inevitable risk of allowing private rice- 
traders to take advantage of the situation 
to a greater extent than the populace is 
willing to accept. 
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Who provided full management | 
training sessions for its customers | 
in the U.S., Europe, and Far East? 

Who was the only company to 
provide all of these services from 

the same experienced and a 
versatile groups of consultants? 

International Ireasury 

Management, Ltd. Sharp- sighted, 


Who transacted hundreds of millions of 
dollars of currency and interest rate swaps? 
Who transacted hundreds of millions 
of dollars of foreign currency options? 
Who transacted billions of dollars 
of customers’ foreign exchange 
orders after their 

local markets had closed? 
Who managed the multi-currency debt of 





















a number of corporations and reduced swiftly responsive, and uniquely equipped. 

their financing costs by hundreds of Currency Swaps. Interest Rate Swaps. Foreign - 
thousands of dollars? Currency Options. E X. Trading. Financial Future: 
Who forecast all three devaluations of Forecasts. Advice. Studies. Software. Training. - 
the Scandinavian currencies, the maxi- New York, (212) 440-5690 
devaluation of the Brazilian Cruzeiro, London, (01) 638-9411 

the EMS realignment, and many other Singapore, 224-0333 

major market moves and gave customers Hong Kong, (5) 267-2290 


worldwide the right advice at the right time? 





Who advised corporations throughout the International 

world on how to improve their information Treasury Management,Ltd. — 
systems and policies for minimizing A partnership between The Hongkong and Shanghai 
currency and interest rate risk? Banking Corporation and Marine Midland Bank. 
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dramatic shrinkage of global liquidity in 
eal terms may have béen the conse- 


flation instituted by the industrialised 
ountries. But this shrinkage is now a fac- 
or on its own account which threatens in 
me both to escalate the number of indi- 
lual liquidity problems and — worse — 
strangling economic growth, turn 
erm debt discomforts into prob- 
f solvency. 

bal foreign-exchange reserves have 


nt of global deflation is even greater if 
ount is taken of the fall in the gold 
2. Exchange reserves of the non-oil 
ducing developing countries have 
| dramatically since 1980 and are in- 
quate to maintain existing levels of 
vith any comfort. No sustained revi- 
rade and investment can take place 
r these circumstances. 

hough in an era of floating exchange 
it might be argued that reserves are 
mportant than they once were, the 
Of capital movements suggests a great- 
eserve requirement relative to current- 
t transactions. Of course, there has 
'onsiderable effort to relieve the 
lity crisis by increasing the size of and 
to the resources of the Interna- 
Monetary Fund. i 

important has been the decision to 
e IMF quotas, which will add 30 








diluted by new restrictions on access, 
enlarged quotas will greatly enhance 
IMF's role and will encourage com- 
ial banks to halt or reverse the 


ents to developing countries. 

ese are essential steps. But there is 
recious little evidence either of a push for 
ditional remedies to global illiquidity or 
Xf moves to alter the political context of 
nternational financial decision-making. 

All concerned are left with a hole in the pit 
_of the stomach at the thought of what hap- 
pens if the United States Congress does 
‘hot approve the quota increase, if the 
economic recovery drags to a halt by year- 
ind or if the revivali in n commodity prices is 
eversed. 

Everyone is urging, praying and occa- 





he recovery, cut its budget deficit, reduce 
nterest rates, bring down the U! 
alue, support the international financial 
“institutions. sang, | 








nty of the capital of international | « 
. cooperation has been invested in re- | hi 
ving the short-term liquidity problems | b: 
f a few developing-country borrowers, | ah 
ut far too little effort has gone into im- | ca 
'roving the global liquidity situation. The | 


ence rather than the cause of a global |. ie 
| size of the S economy and, more specifi- 
| cally, its role in world. trade. Although 
global liquidity 


| clined somewh 


n almost static for three years, and the | 


special drawing rights (SDRs, each - 
th US$1.05) to global reserves. If 


angerous trend of reducing new commit- 


ionally threatening the US to maintain | 











ly itself to bia if it 
that the US is not ruled 
presidents who can 
tonal interests, global 
eir disparate electorates. 
‘not entirely Washington's 
JS, and particularly its cur- 
'cupies a far more pivotal role in 
'Conomy than is justified by the 


































































/ problems trace themselves 
partly to US domestic policies, it is up to 
other. governments to find ways of al- 


leviating the sit 
: While the U 




















ar's reserve role de- 
deca the et its wet 
ition has tecen | 


ne ty accounts FF ae 
Further, the pd three years have seen 
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Foreign exchange 
(of which US$ 26) - 
IMF-related assets — 
Total excluding gold 

. Gold (million oz} ` 
Value (market — 

price 

- Reserves of non-o LDCs 

as % of i imports 


 *End-year estimate. 
Source: IMF: 






rency has. beco P while Ahe actual US 
share of the world economy has declined, 


come and the more susceptible interest 


rates and capital movements to domestic 


developments in the US. | 
Most other countries have complained 
loudly about the consequences of this but 


have done little to change it. 


ne path should be furtherance of the 


@SDR, and hence of non-dollar cur- 
rencies, through increased IMF quotas. 


But several European countries have only 
| reluctantly agreed to increased IMF re- | 
sources. Meanwhile, the European-domi-- 
nated Bank for International Settlements | 
 hasshown itself unwilling to take on a per- ^ 
manent support role but will act only i in 
| direct emergencies. 
=: Most recently, the Eyropean-domi- 
| ned Group of 10 declined to provide ad- _ 
rada itg markets: Ope All ditional support for the IMF. This partly 
| ! nt..| reflected fears that extra. liquidity willre- |. 
le world inflation. But it wå also be-. 





the more volatile exchange rates have be- | 


cause of resentment that the US was not 
asked to contribute on the entirely ra- 
tional grounds that the administration was 
in enough trouble already with congress 
over the IMF. | 

The attitude of the Europeans — often 


the most venomous critics of US economic 


policy — has been stunning. It is possible, 
of course, that world liquidity problems 
will ease markedly, but few thanks will be 
due to the Common Market countries. 
The burgeoning US current-account de- 
ficit is the most hopeful sign. But there is 
still the real danger that high interest 
rates, the US budget deficit and fears for 
the political stability of several developing 
countries will mean capital inflow almost 
on a par with current outflow. 

Furthermore, the main beneficiaries of 
US trade deficits may well be Western 
Europe and Japan, whose current-ac- 
count surpluses are already far too big to 
be healthy. These surpluses are more 
dangerous than the Opec surpluses which 
they replaced and will tend to further 

squeeze liquidity and reduce 
the role of non-dollar cur- 
rencies. Even if the pros- 
pects for the developing 
countries do improve sub- 
stantially, the liquidity im- 
pact of the weakness of 
Western commercial banks 
will remain severe, as these 
overstretched institutions 
are simultaneously forced to 
improve their capital/asset 
ratios and make more realis- 
tic debt provisions. 

J. Given these cir- 
cumstances, one might have 
expected some modest efforts at joint ac- 
tion among the European nations, Japan 
and some middle-income nations to find 
ways around the impediments to further 
IMF action, the impact on global invest- 
ment and liquidity of high dollar interest 
rates and dollar dominance. 

At one level, much more effort could be 
made to open up domestic capital markets 
to foreign borrowers, thereby reducing 
dependence on the dollar and reducing 
the risk that non-dollar-based banks face 
in making dollar loans to third countries. 
They could do more to encourage the use 


_of their own or non-dollar third currencies 


in international trade. 

` They could also help their own capital- 
pecs industries and take some pressure 
off the banking system by making export 
credits more accessible and more attrac- 
tive — through preferably making longer- 
term loans rather than providing interest 
subsidies. Unfortunately, discussion of 
export credits usually ends up in a war of 
Words between industrial countries over 
1petition," with the benefits for, = 
i y and trade forgotten. - 
















Generally the countries of the Organi- 
sation for Economic Cooperation and 
Development need to realise that high 
global interest rates in real terms lead to a 
system of global illiquidity — not just of 
perverse domestic policies in the US. 
They are all responsible. 

Unfortunately, as far as Europe is con- 
cerned, there is widespread belief that 
while more credit for developing countries 
might give a short-term boost to their capi- 
tal-goods industries, it will further en- 
danger their other industries in the longer 
run. If cheap capital helped South Korea 
and Brazil set up shipbuilding, steel and 
car industries competing with high-priced 
European products, then expensive capi- 
tal will hurt them more than it will hurt 
Europe. It is a persuasive argument — for 
defeatists. 


f the US is too inward looking and the 

rest of the OECD bunch too mean or too 
divided to alleviate the liquidity crisis, can 
Asia look closer to home? Yes. 

First, countries should be asking Japan 
for a much more positive attitude. Despite 
Asia's importance to Japan for both trade 
and investment, Japanese policy is domi- 
nated by its relations with fellow rich 
partners, the US and the European 
Economic Community. Although it is 





$Just as there is no good reason 
for the yen to play such a small role 
in trade, there is no reason other 
Asian currencies . . . should not 
do their little bit.* 





making efforts to increase its role in inter- 
national institutions such as the World 
Bank, Japan's attitudes remain rigidly 
conservative. Abroad it seems more con- 
cerned with being a good boy in the rich 
man's club; at home in pursuing extremely 
cautious policies towards the role of the 
yen which are quite inappropriate to the 
times and particularly to one — possibly 
the only — region of the world in which 
the long-term expansion of Japan's trade 
is assured. 

Japan has made great strides in the past 
few years towards internationalisation. 
But there is still much that could be done 
to improve foreign access to the bond mar- 
ket and bank lending and to the money 
market generally. It could help by allow- 
ing importers to finance imports with yen 
rather than dollars and lift the restraints 
on foreign government reserves in yen. At 
present, the yen constitutes only 3.995 of 
global reserves. Japan's large capital out- 
flow due to high US dollar interest rates 
should not be regarded as an excuse for 
Japan. Asian countries have not benefited 
much from the capital outflow (which has 
mostly gone into dollar securities ). 

At present, only 40% of Japan's exports 
and only à small fraction of its imports are 
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denominated in yen. This ridiculous situa- 
tion has further aggravated the dollar 
dominance and dollar volatility that Japan 
is always deerying. Japan can legitimately 
complain of the difficulty of reducing its 
current-account deficit. But the harder 
that ts, the more important to encourage 
capital flows to developing countries. 
Tokyo's attitudes add fuel to critics who 
have long claimed that Japan takes full ad- 
vantage of the strengths of the interna- 
tional trading and payments system and 
makes no effort to rectify its weaknesses. 

Finally, other Asian nations can do a lit- 
tle to help themselves. Just as there is no 
good reason for the yen to play such a 
small rote in trade, there is no reason 
other Asian countries with reasonably 
stable and convertible currencies should 
not do their little bit for regional liquidity 
by encouraging the denomination of trade 
among themselves in Asian currencies. 

A certain amount of trade is already 
conducted in Singapore dollars — mainly 
with Malaysia and Indonesia. And until its 
collapse last year the Hongkong dollar 
was gaining ground in some trade transac- 
tions. The Malaysian dollar, the Thai Baht 
and the Australian dollar are all curren- 
cies which, with a little encouragement, 
could be extensively used around the re- 
gion or at least for two-way trade without 
traders facing more uncertainty over ex- 
change rates than they already do. 

There is probably rather further to go 
before Taiwan has sufficient currency con- 
vertibility or there is sufficient confidence 
in the South Korean won for capital equip- 
ment exporters in these countries to use 
their own currencies. But even now they 
could bypass the dollar. 

That there are shortages of capital — 
and liquidity — despite the relatively easy 
access Asia has to Euromarkets is proved 
by the growth of barter trade in the region. 
Even in its most sophisticated forms, bar- 
ter is a primitive method of trading, re- 
flecting the lack of confidence which most 
nations hold in each other's money. 

But what may be inevitable in, say, 
trade between Mongolia and Mauritania, 
should not be necessary in East and South- 
east Asia, where most currencies are fairly 
stable and where banking and payments 
systems are quite advanced. There are 
some good reasons — exchange control, 
money growth and the like — central 
banks are not keen to See their money 
used in international trade. But the poten- 
tial benefits in a liquidity-short world are 
considerable. It certainly beats barter. 

If there were political will to increase 
liquidity and reduce the role of the dollar, 
the private banking system would find the 
way. The near-term danger of not doing so 
is stagnant trade and insolvency for some 
developing countries. The longer-term 
danger is that next time there is a collapse 
of confidence in the dollar — as there 
nearly was in 1979-80 — or in the banking 
system based on it, the consequences will 
be the more dire for lack of a substitute. fg 
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e THE Singapore stockmarket has ad- 
: vanced by more than a third in local-cur- 
.rency terms so far this year compared 
“with advances just short of a fifth in Lon- 
- don and on Wall Street, 15% in Tokyo 
and 17.5% in Hongkong. Singapore's 
-performance is hardly altered in US dol- 
lar terms (reflecting the strength of the 
local dollar) while the adjusted advances 




































around a tenth; Hongkong’s market, 
ust 0.3% ahead in US-dollar terms by 
h -beginning of this month, is now 
g a loss on an adj usted basis. 


te — Fraser’s Industrial Index is ahead 


ial Index 40% — the firm view among 
cal analysts is that there is more to go 
yet, especially in plantation stocks. 
aser's Plantation Index is already 54% 


operty and tin indices, which have 
oderated the overall market advance) 
hould advance further. 


inary strength of the palm-oil price, 
ied up by the drought affecting the 
d States soyabean crop. Figures re- 
ased by the US Department of Ag- 
lture on September 11 predicted a 
ean crop this year of 1.53 billion 
is — some 33% below the 1982 
est. Bad news for US farmers, but 
ish for Malaysia's oil-palm growers 
| have already seen palm-oil prices 
rom an average of around M$750- 
U$$319-340) a tonne for the year up 
ugust to around M$1,250 now. 
ne analyst suggests that if the palm- 
price gets back to its previous peak of 
1.290, it could well go on to around 
4400. Even on the basis of a price of 
$1,050, plantation profits in general 
e set to double between 1982 and 
984 — most plantation companies have 
i calendar year — and the current price 
implies a further 30% on top of that. 
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that oilseed. markets in the US have 
verdone their price rises and that the 
markets could be in for a bout of shorting 
soon. But even the wary look for a 
further advance of 10-15% in plantation 
stocks. 

The plantation sector certainly does 


rice/earnings (p/e) ratios range from 63 
or Dunlop Estates to around 30 for 
"Consolidated Plantations (or Consplant, 
a majority-owned subsidiary of. Sime 
Darby). And, after a bout of dividend 
cutting in line with the profit. depreda- 
tions of the past two years (on weak com- 
. modity prices), yields ` 
3.526 on a a prospective basis. 








n London and Tokyo drop back toj 


ite the sharp rises in Singapore to | 


me 45% and the Straits Times Indus- | 
ead since the beginning of the year |. 


auch more strongly than the hotel and | 


he chief reason for this is the extra- 


Others are more cautious and suggest | 





iot look cheap on fundamentals: historic - 


average about : | 
j.30- soliapied. by. ATM 





late fairly rapidly into E 
and higher dividend payouts for planta- 
tion companies. And few of those in 


Malaysia are faced with major. {cash- 


consuming) replanting programmes just 
now. The rubber price, too — planta- 
tions tend to average two-thirds oil-palm 
and a third rubber in. acreage terms, 


though the ratio is heavier in profit terms. 


— has risen from. about MS$190 to M$250 . 


a kg. for RSS 1 in recent months. 
e JUST about every British investment 
institution. (such às unit trusts) which 
traditionally patronises the Singapore/ 
- but increasingly US 
institutions too — has been buying Cons- 





plant and Kuala | Lumpur Kepong (KLK) 


nore to Con- 


(S cents; per share m EN 


Consolidated Plantátions* | 
Dunlop Estates 

Guthrie Ropel 

East Asiatic 

Malakoff 

Highlands & Lowlands 
United Plantations 
Boustead Hides 


* Year to June 30. 
Source: Lyall & Evatt. 





SINGAPORE'S ADR STOCKS 


Bandar Raya 

Boustead 

City Developments 

Cycle and Carriage | 

. Development Bank 

of Singapore 

Genting 

inchcape 

Keppel Shipyard Singapore Land 

Kuala Lumpur Supreme Corp. 
Kepong | United Overseas 

Malayan Credit Bank 

Malayan United United Overseas 
industries Land 


Overseas Union 
Bank —— 
Perlis Plantations 
Pan Electric 
Sime Darby 
Selangor Properties 
Sembawang 
Shipyard 





splant than just palm-oil and rubber- 
price firmness, according to Singapore 
brokers L yall and Evatt. They have esti- 
mated the company's net asset value at 
around M$4 æ share (against the stated 
M$1.13) on the basis of recent past and 
prospective sales of plantation land for 
industrial development. At around M$3, 
Consplant shares are selling at a substan- 
tial discount to this estimated net asset 
value, whereas the reverse is true for 


many other plantation stocks. Another - 


broker, Hoare Govett,. suggested to 
Shroff that "plantations are becoming 
property stocks.” | 


Views differ sharply "M TE Cons- 
, plant or its parent Sime Darby isthe best 









buy. Sime's profits fc - year to June 















after. 





some  ill- -judged management 
changes in its tractors division. Bulls of 


_the stock see profits returning to around 
. M$205-210 million this year, and thus 


sound reason for buying in on the plan- 
tation strength plus its tractors division's 
recovery. Bears look for around M$155 


million of profits this year. 


Outside of Consplant and KLK, the 
most tradable (and promising in earn- 
ings terms) plantation stocks are High- 
lands and Lowlands, Guthrie Ropel 
(oddly neglected on a p/e of 16 and an 


18% discount to net asset value), Harri- 


sons Malaysia (though the stock tends to 
stick in firm hands) and Kulim (also with 
property potential). Favoured second- 
liners include Malakoff, Duff Develop- 
ments and Batu Kawan... 

e SHROFF learns of other reasons why 
the Singapore market is likely to remain 
fully underpinned in. the medium to long 
term as well as short-term future. US in- 
stitutions (pension funds, insurance 
companies and mutual funds) are view- 
ing it with increasing interest, even if the 
average prospective p/e for the Straits 
Time Index at around 20 is way ahead of 

Wall Street. | | 
US institutions have recently bou 
diversifying portfolios, internationally. 

The consensus seems to be that around 
US$30 billion of pension money alone 
will find its way overseas in the next few 
years and that maybe 3-4% of that will 
come to Singapore. And Hongkong may 
well cede some of its share to Singapore. 

US institutions are “value-oriented, in 
for the medium term and not for trad- 
ing," as one broker put it. Hongkong's 
market has hardly satisfied those criteria 
of late and if Singapore's investment syn- 
dicates and local institutions can be as 
fickle as Hongkong'sat least the strength. 
of the (tightly managed) Singapore dol- 
lar and the prospect of growth up to 7% 
in the local economy.this year provide a 
backdrop for confidence. 

A score of Singapore companies have 
just been given American depository re- 
ceipt — or ADR — status, making them 
much easier to trade (and. recognise) in 
the US. The USSI billion or more of US 
money compares with a total market 
capitalisation of S$16 billion (US$7.5 
billion), but US fund managers (increas- 


ingly taking overseas business away from 


London merchant banks) will be selec- 
tive. So the impact on individual stocks, - 
like plantations, will be proportionately 
much greater. True, the Singapore/ 
Malaysia market might have to absorb 


up to M$3 billion of new and rights issues 


this year but against that some S$3.5 bil- 
lion of (mainly) Malaysian institutional 


3 | money. is said to be available to enter r the | 
o 45111 n million i Jo x 
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What if you chose 
as a computer 


" At Harper Gilfillan, our 
HP 3000 computers have 
helped our trading division 
increase its productivity by 
2556." 


Harper Gilfillan has diversified widely 
since its inception in Singapore as a 
trading company in the mid 19th 
century. Today its large trading division 
handles goods for some of the world's 
leading manufacturers. Using two HP 
3000's, networked together between 
departments within the division, Harper 
Gilfillan is able to keep a tight control on 
inventory, and cut down the response 
time to customers' needs. 


Marketing Director Peter Hambly 
says: "The management of inventory is 
extremely important. The HP computers 
enable us to eliminate large overstock 
positions, and to increase customer 
goodwill by avoiding out-of-stock 
situations. 


"The capacity for rapid invoicing, 
management of transactions with 
creditors and debtors, and production at 
short notice of all kinds of essential 
reports gives Harper Gilfillan a 
competitive advantage in the market." 





Proven management and 
financial strength. 


HP offers its computer partners 
the continuity of proven management. 
Our steady growth worldwide over 
forty years reflects a sound financial 
base and commitment to the highest 
quality in our products and services. 
We have a presence in all the 
major Asian cities, and we are well 
established in Hong Kong and 
Singapore, as well as in Taiwan where 
we have recently opened our own 
14-storey building. 


You too could count on 
results. 


Hewlett-Packard makes a wide 
range of computer hardware and 
software, from portable personal 
computers to distributed systems 
networks. They deliver computing 
power to fit your changing levels of 
needs. 


You should consider 
a working partnership 
with HP. Now. 


Call or write to your local office 


AUSTRALIA 

Melbourne, Victoria Office 
Hewlett-Packard Australia Pty. Ltd. 
BLACKBURN, Victoria 3130 

Tel: 89-6351 


HONG KONG 
Hewlett-Packard Hong Kong, Ltd 
HONG KONG. Tel: (5) 832 3211 


Hewlett-Packard 
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"At Yang Ming Marine 
Transport, an HP 3000 
computer system has 
significantly improved our 
day to day business 
operation." 


“When we were looking for a new 
computer supplier, we weren't just 
considering the image of the company, 
but also the sophistication of its products 
and the quality of its service. HP gave us 
all three," says H.W. Kua, president of 
Yang Ming, Taiwan's leading shipping 
company. “HP has proven to be a 
capable business partner." 


The company's Planning Manager, 
Frank H. Lu, said: “Our HP 3000 has 
given us more efficient control of our 
containers at less cost. It has significantly 
improved sales analysis, equipment 
control, shipping documentation, 
customers’ on-line enquiry, scheduling, 
business estimation, and accounting. 


“The reliability of the system and its 
ease of operation have encouraged us to 
computerise further. We have just 
bought another HP 3000 to meet the 
demand of our new European liner 
service, and we plan to complete our 
global network by satellite in July 1984”. 





INDIA 

Blue Star Ltd 
BOMBAY 400 025. Tel: 4226155 
INDONESIA 

BERCA Indonesia P.1 
JAKARTA. Tel: 373009 


JAPAN 
Yokogawa-Hewlett-Packard Ltd 
Suginami-Ku TOKYO 168. Tel: (03) 331-6111 


KOREA 
Samsung Electronics 
SEOUL. Tel: 555-7555, 555-5447 


MALAYSIA 
Hewlett-Packard Sales (Malaysia) SdA. Bhd 
KUALA LUMPUR. Tel: (03) 943022 


PHILIPPINES 
[he Online Advanced Systems C orporation 
Metro MANILA. Tel: 85-35-81, 85-34-91. 85-32-2] 


SINGAPORE 
Hewlett-Packard Sing; apore (Ptv.) Ltd 
SINGAPORE 0511. Tel: 631788 


TAIWAN 
Hew lett-Pac kard Far East | td 
TAIPEI. Tel: (02) 712-0404 


THAILAND 
UNIMESA Co. Ltd 
Bangchak, BANGKOK. Tel: 2340991, 2340992 


HEWLETT 
PACKARD 
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Todo 
business in the 
Middle Fast 


one word IS 


construction, real estate, 
banking and insurance. In 
trading alone Al-Futtaim’s 
activities are spread over heavy 
vehicles and equipment, 
passenger cars and trucks, 
watches and jewellery, domestic 
electronic/ electrical equipment 
and commercial systems. 

What is remarkable is the 
apparent ease with which 
Al-Futtaim broadens the range 
of products it handles Al-Futtaim 
knows the language of business 
well. Equally, Al-Futtaim has 
the organisational disciplines and 
structure to generate growth. 
Clearly identified profit centres 
managed by experienced 
professionals drawn from all 
parts of the world. There are 


of the United Arab Emirates. 





xg accessible from Dubai. 
And the sensitive trading milieu 
of Dubai instantly detects 
movements in demand from 
market to market. Al-Futtaim 
can help you grasp these 
opportunities because 
Al-Futtaim’s staff mixture of 
nationalities (21 at last count) is 
tuned to the ethnic subtleties of 
the different markets in the 
region. So, if you have a product 
in search of new markets talk to 
Al-Futtaim. We understand the 
language of business. 


Write to Afzal Hasan, Head of 
Corporate Public Relations, 
Al-Futtaim, P.O. Box 152, 
Dubai, United Arab Emirates. 
Or telex 45462 Futaim EM. 
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in trade finance. wide in world markets, deep in — 
the resources of the American West. 

And we've brought our world to you. 

Wherever you are in the Asian Pacific, we're 
there— with nine offices ready to open a world that 
begins with major American-Pacific ports, and 
stretches throughout our system of over 900 west- 
ern offices toward New York. Latin America, Europe 
and beyond. 

We're a leader in consolidating business through 
the Export-Import Bank (EXIM) and the Foreign 
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funds transfer to CashLink® the worldwic ance — 


strong te 

reporting arm of our cash management system. 
And now our whole world is here. ready for you 

to open the door, just by calling your nearest First 


Interstate Bank office. 
Member FDIC 


F3 First Interstate Bank 


OFFICIAL SPONSOR OF THE 1984 OLYMPICS 
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Backing industrial growth. 


To KFTCIC, investing in industry is a vital 
step in development and modernisation. 
We contribute to industrial growth. 


We advise, lend to and invest directly in 
companies, projects and industrial 
ventures. 


Weare committed to backing industrial 
growth. 


KFTCIC 


SUIA EEL Als L Usi Heol 
Kuwait Foreign Trading Contracting & Investment Co( S. A.K ) 


Reflecting a world of progress 





PO Box 5665, Safat, Kuwait. Telephone: 449031 Telex: 22021, 22035, 44655. Cable: MAADEN 
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By Philip Bowring | 


Hongkong: The further in 
into the Carrian group the 
Carrian is as good as deat 
luctance of big bank crec 
thing i in the face of. a wal 









o dig 
hellier it gets. 
though the re- 
; to do any- 
‘silence from 
ers is baffling. The 

question now Is Has many. individual 
reputations in ined pori and elsewhere 
Carrian's demise will take with it. 

Although incontrovertible information 
remains at a premium; it is now clear that 
the financial involvement. of Malaysia's 
Bank Bumiputra, through its wholly 
owned Hongkong subsidiary, Bumiputra 
Malaysia Finance (BMF), was even great- 
er than was originally thought; that major 
efforts have been made to cover up the ex- 
tent of that involvement, and that a new 
injection of equity into Bank Bumiputra 
by the Malaysian Gove nment or its agen- 
cies will be necessary before the needed 
provisions can be made against the losses 
incurred on loans to Carrian and the re- 
lated Eda group (already in liquidation). 

Investigations are understood to show 
that Bank Bumiputra's exposure to the 
Carrian group, including satellite com- 
panies controlled by its chairman George 
Tan, may well be more than HK$3 billion 
(US$370 million) — twice as much as pre- 
viously assumed. 











So intertwined are the relationships be- | 


tween quoted companies, Carrian Hold- 
ings and companies linked to Tan that it 
is proving hard to distinguish where one 
ends and the next begins. Hongkong's 
Commissioner for Securities Robert Fell 
has taken to referring publicly to the "Tan 
group" rather than the Carrian group. 
These companies have a variety of regis- 





of their offices by police 





e writ moves on 


Carrian's lawyers contest a search 


| 
| 
| 


tered owners and directors and even now 
the real ownership remains obscured by 
nominees and the lawyers who act as inter- 
mediaries. 

A frequent characteristic, [UNE is 
their colourful names. Here are a few: 
Gold Come, Deciding Deeds, Outwit, 
Backup, Perak Pioneer and Knife and 
Dagger (which pledged some of its assets 
as security for a bank loan to BMF's 
general manager Ibrahim Jaafar). 


he lead into the latest revelations ap- 
parently came from draft 1982 accounts 
found during investigations into the mur- 
der of Bank Bumiputra officer Jalil Ib- 
rahim in Hongkong (REVIEW, Aug. 4). 


They showed amounts owing to BMF very 
much in excess of the audited figures pub- | 


lished by BMF in June. It seems that large 
loans to Tan companies were taken off the 


| books in Hongkong and transferred to the 


parent bank. It is also likely that some US 
dollar loans to the Carrian/Tan group may 
have been booked originally with overseas 
branches of Bank Bumiputra. 

It is also understood that late last year 


| BMF transferred a portion of tts loans 


from Carrian Investments to Carrian 
Holdings. Whether such transfer of debt 


| back to the parent was simply a correction 


of an earlier book-keeping error, or whe- 
ther it was part of an effort to keep the 
public company. afloat and thus prying 


| ownership and mortgages relating 









| mortgage on the floor. 


eyes out of the whole situation, remains - 
unclear. Whatever the motives at BMF, it . 


has for long been suspected that the al- 
most desperate effort to prevent the 
group's liquidation via a series of restruc- 
turing proposals is related to a desire of 


What they did not say was whether they were sting 9 
half of one of their senior partners as well as their client 
documents the police were after concerned the 
China Underwriters/Ayala relationship. Deacons: 
rian’s lawyer, and used to be Ayala’s lawyer. Furthermo 
Deacons partner Maurice P. K. Wong was appointed 
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ous floors of the Hongkong ^ 
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apparently at a fancy price — f 
rian-related companies. Even 
situation 1s obscure. For examp 
pany called Land’s King Investm 
posedly owned by China Unde 
and apparently owning three fl 
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a subsidiary of f Holdings. Of the | 
ded belonging to ' China Un 


company which owns the Ith flo 
road, owes BMF HK$45.5 million 
partly secured by a HK$9. 6 


The ground floor of the build g 
ever, is more remarkable. The 
listed in the Land Office as Ext 
which was described by Wardley i in 
lier document to creditors as a subs 
of Carrian Holdings. It was mortg 
BMF in February 1982 for the rer 
sum of US$21.6 million. Even n 
markably, another mortgage wa 
in March 1983 — by which time 





Hongkong: Leading lawyers visiting Hongkong for the 
Commonwealth Law Conference narrowly missed the spec- 
tacle of one of Hongkong's largest law firms, Deacons, vigor- 
ously resisting the execution of a warrant to search their pre- 
mises for documents relating to the Carrian group. Deacons 
challenged the warrant, the wording of which was sub- 
sequently altered, apparently to narrow the search to docu- 
ments relating to a specific transaction. 

-Deacons put out a statement saying that the original war- 
it would have “entitled the police to conduct a roving com- 
earch through the files of all our clients." Whe- 
ther this was an accurate description of the situation could 
not be confirmed as Deacons refused to reveal the original 
‘the warrant. Deacons also said that their clients 
objection tc rompiying” with = amended terms. 
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: 


board of China Underwriters in July 1981, at the same time as 
Carrian appointees Rodney Bell, Jed Tan and Bentley Ho 
Deacons senior partner John Wimbush told the REVIEW 
Wong was "acting in his position as a partner of Deacons." 
As director of a public company he would be expected to act 
in the interests of the company as a whole and all its sharehol- 
ders rather than as partner in a firm acting ter the Carrian 
group, or otherwise in a client relationship. | 
This is the second time recently that senior Deacons : 
partners seem to have made unfortunate choices of business 
associates. Another partner, Oscar K. T. Lai, was on the 
board of Dollar Credit (Holdings) and its finance-compan 
subsidiary which went bust in 1982 owing several hundred 
million dollars. Lai has since left Deacons. Crir ; 
are i ie against some other directors. id 
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‘loans — to another major Carrian cre- 
“to secure credit 
From the records it would ap- 
pear that the same ‘property has been 


P mortgaged twice. Whether this was with 


the consent of the first mortgagee is not 
indicated in the public documents. 

The Carrian Holdings/China Under- 
writers relationship was clearly a complex 
one all along. Carrian started stuffing the 
insurance company with its properties 
during 1981 when it shared control with 
Ayala Corp. of the Philippines, from 
which it bought a 46% stake earlier that 
year. Ayala was sufficiently perturbed 


that it sold the rest of China Underwriters 


to Carrian. China Underwriters then sup- 


CON y sold its headquarters to the 
- — Bylamson group for a huge profit which it 


|. partly included in its 1981 profits — 
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: . trigger for the steep fall a 


the deal was never completed. The 
- Bylamson/Carrian/China Underwriters 


| poner thus seem to have been the centre 
< — of concern of a police search of records of 


— Deacons, the major firm of lawyers, 
4, Carrian and China Underwriters. 
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 succumbed yet again to political jitters. 
| With each new floor level lasting an even 
- shorter time than its predecessor, the mar- 
_ ket has clearly lost any sense of how to 
assess its value. If this process were to con- 
_ tinue it could lead to the unit being re- 
d by the US dollar as the main local 
Binedium of exchange. 
Having fallen from HK$7.62:US$1 to 
-HK$7. 80 in the second week of Sep- 


— fember, the local currency had looked set 
— for a brief period of stability. But on Sep- 
= tember 16 it nosedived again, quickly 


breaching the HK$8 mark and falling to 


- HK$8.40 by September 19. A brief pull 


back to HK$8.10 did not hold in the face 


— of failure to raise local interest rates and 


more criticisms of Britain by Peking. Over 
the same week the currency's trade- 
weighted index slumped 5.995 to 65. 
Political considerations were the over- 
whelming factor in advance of the Sino- 
British talks on September 22-23. The 
ris to have 
been a report in the London daily Finan- 
cial Times quoting Chinese Assistant 
Foreign Minister Zhou Nan as ruling out a 
British role in administering Hongkong 
post-1997. This was not a new position and 
Zhou also made encouraging noises about 
China wanting to "enter into effective co- 
operation with Britain both now, during 
the transition period and after 1997." 
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. Bylamson and Ayala following those of 


Down in the dumps 


zu (m Hongkong dollar pets again on political Lebe. signalling 
a t inflation amid an export 


Lo's Mee Kwong 
falls by the wayside as a salvage pac 


By Teresa Ma 

Hongkong: Adding more gloom to 
Hongkong's business battlefield, one of 
the territory’s two largest garment man- 
ufacturers, the Lo’s Mee Kwong (LMK) 
group, has been declared to be in default 
of some HK$750 million (US$90.4 mil- 
lion) after a six-month rescue plan for the 
debt-ridden company collapsed. 

In April, LMK's 20 creditors agreed to 
an 18-month grace period for loan repay- 
ment and some members of the group 
dished out an additional HK$27 million in 
cash and extended a further credit line of 
some HK$48 million. The bail-out was 
then pronounced a major success in debt 
rescheduling for troubled companies. 

It was hoped the HK$75 million in fresh 
working capital would tide the company 
over until cash flow resumed as exports to 
the United States rose. The input was in- 





However, the underlying nervousness 
about the talks made the market respond 
to the negative aspect. 

A small contributory factor to the fall 
may have been that Hongkong's Financial 
Secretary Sir John Bremridge in his mid- 
year economic review did not announce 
the abolition of withholding tax on Hong- 
kong dollar deposits as had been predicted 
in some sections of the media. Brem- 
ridge's account of the performance of and 
outlook for the economy was actually an 
optimistic one, with export-led growth 
more than counter-balancing a fall in in- 
vestment and producing a sharp decline in 
the visible trade deficit. 

However, the market was unreceptive 
to such mundane facts, taking the view 
that export performance was largely ir- 
relevant because manufacturers and trad- 
ers were changing as little of their foreign- 
currency earnings into Hongkong dollars 
as possible, and borrowing Hongkong dol- 
lars against the security of foreign-cur- 
rency deposits. 

The Hongkong Association of Banks 
(HKAB) decided not to try to stem the at- 
tack on the currency with another interest- 
rate boost, following the failure of a 1.5 
percentage-point rise on September 9 to 
help the currency. Bremridge clearly felt 
that the increase had been too little, too 
late. He described the fact that until Sep- 
tember 9 Hongkong dollar rates were 







, amajor Hongkong garment manufacturer, 


ge is breached 


tended to clear a huge backlog of finished 
goods for US customers; at one point, the 
company was so cash-tight it could not af- 
ford to pay US import duties on shirts 
shipped there. 

The rescue plan fell short of bailing out 
the group. While LMK was struggling to 
keep its workers on the payroll, generat- 
ing enough cash to buy raw materials to 
continue production, buyers' confidence 
in the long-established manufacturer 
began to wane and the new capital — and 
creditors’ goodwill — ran out. Orders 
dried up even as Hongkong's garment ex- 
port markets saw a sharp resurgence in de- 
mand. The company failed to keep to the 
interest-payment schedule detailed in the 
rescue plan. 

When the new credit facility was ex- 
tended, the lenders had demanded as one 
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below those in the US dollar as “an Alice 
in Wonderland situation. " 

HKAB members have maintained that 
industry would be further hurt by an in- 
terest-rate rise. This is an unconvincing 
explanation, given both the help which a 
weak currency has given to exporters and 
the small proportion of costs that interest 
represents for most manufacturers. Some 
analysts regard the HK AB stance as large- 
ly selfish, noting that banks with liquid 
assets in other currencies are happy to 
reap foreign-exchange profits, while 
others are most anxious not to put any 
further strain on the property developers 
to whom they had over-lent. 

It is uncertain whether anything less 
than a three- or four-point interest rise 
would make a great difference to the ex- 
change rate, and might even be seen as 
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worked out "by ‘the n 
Deloitte, Haskins and Se 
sumed the mana gement andis to sell LMK 
assets to repay creditors. The biggest cre- 
ditors are the. eu Bank and 

combined 50% 







às drawn’ up by 
Ne and Chartered, the merchant 
banking arm of the Chartered Bank. ) 
Chances are that the LMK group — in- 
cluding its North American marketing 
arm, US-based Join-In International — 
will be liquidated in 4 wi s eon 













panic. But the present interest premium 
from Hongkong dollars is inadequate to 
offset the inflation differential between 
. the United States and Hongkong, let 
. alone offset the political risk. | 
It is difficult to assess how much of the 
currency weakness is due to capital out- 
flow and how much simply to a switching 
of deposits into foreign currency. There is 


a rapid growth of both deposits by and - 


loans to residents denominated in US dol- 

lars by banks (whether locally incorpo- 
rated or branches of foreign banks). If this 
process continues, it could lead eventually 
to. a dual-currency economy, as in Macau, 


where the pataca is the official currency | 


but the Hongkong dollar is the dominant 
unit. 

Those who move into local foreign-cur- 
rency deposits in the belief that they offer 
protection against political uncertainty 

may be deluding themselves. Several 
banks which offer US dollar savings ac- 
counts reserve the right to repay de- 
positors in Hongkong dollars at the pre- 
vailing rate. And if the worst came to the 
worst and local borrowers were unable to 
.meet foreign-currency liabilities to banks, 


then depositors could not expect to with- - 


draw real greenbacks. 

So long as switching continues at the 
same time as real capital outflow and real 
interest rates remain low, it takes a brave 
person to forecast any recovery towards a 
level which would reflect Hongkong’s cur- 
rent-account performance. 

The currency is selling at a discount of 
roughly 25% to what it might be without 
the political factor. Whether that is too 

> much or not isa political question. Mean- 
while, Hongkong is in for another bout of 


dou n : 







igit inflation, inspired by the de- 
any manufacturers and - 
king profits undreamed 1 
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number of advertising firms. 


LMK's employ. LMK also owns a jeans- 
manufacturing factory in Sri Lanka with a 
workforce of about 1,000 people. Total 
group sales were expected to reach 
HK$700 million and net income HK$9 
million by the end of this year; sales in 
1982 totalled about HK$500 million. 

LMK's fortunes were mislaid in several 
pieces of Hongkong industrial property 
when the local property market suddenly 
toppled in the second half of 1982. Much 
of LMK's holdings were in the Kwaichung 
industrial district, where land prices have 
fallen by half over the past 12 months. The 
properties against which LMK secured 
HK$475 million in loans are now valued at 
approximately 20% less. 

While LMK was grappling with the 
property-price plunge and a downturn in 





Facing a Challenge 


New Zealand's biggest conglomerate, 
Fletcher Challenge, halved its net profit 
after tax, extraordinary items and 
minorities to NZ$44.6 million (US$29.1 
million) in the year to June 30. This com- 
pares with NZ$90.2 million in the previ- 
ous year. Total turnover, which at 
NZ$3.44 billion was up 9.2% over the 
previous mark, was made up of trading 
sales at NZ$2.36 billion (up 9.7%) and 
commission sales of NZ$1.08 billion (up 
7.9%). Fletcher chairman Ron Trotter 
attributed the disappointing result to a 
reversal at its Tasman Pulp and Paper 
subsidiary, though operating earnings 
were aided by its newly acquired Cana- 
dian wood- -pulp mill group Crown Zel- 
lerbach. 

Tasman Pulp and Paper, reeling under 
the global recession, exacerbated by a 
seven-week industrial stoppage and 
another four-week production hold-up 
owing to a boiler failure, suffered a loss 





compared to a profit of NZ$25.6 million 
in 1981-82. | 

The Crown Zellerbach group, on the 
other hand, made a net profit of NZ$9.9 
million, owing to a recovery in pulp and 
North American  building-materials 
markets. However, Fletcher said the 
cost of servicing loans (of nearly NZ$400 
million raised overseas) for the Crown 
Zellerbach purchase early this year was 
“very high” and this pushed up funding 
costs — though" no details were dis- 
closed. 

Among ; 
.| Fletcher repo 
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Together, some 4,000 people are in | 


COMPANY RESULTS 


| lion from rural and trading ac 


of NZ$15.9 million during the period, 


| terest expenses were reduced to S$1. 83 













members of the Lo famil 
fraudulent conspiracy (REVIEW 
The suit is not related to the defau 
It was initially proposed that | 
kong-based Nanyang Commerc 1 Ban 
take over a HK$40 million syndicate: 
organised by LBI. In the end, N 
came up with HK$15 million in ne 
ing capital for Nam Sang on 
are believed to be quite g 
Nanyang, a sister bank of the 
China (Peking’s international b 
arm), accepted responsibility f 
citating Nam Sang probably bec: 
ure-shy Shenzhen officials want 
tinue a much-publicised success ste 










































































(down from NZ$17.4 million the 
before); NZ$13.4 million from f 
and wood products (from NZ$11.1 
lion; NZ$9.7 million from 
(NZ$16.8 million); NZ$4.9 millio 
building materials (NZ$7.7 mil 
NZ$13 million from finzncial s 
(NZ$10.9 million), and NZ$7.2 
from construction and property ( 
million). Fletcher proposes a fi 
vidend of 9.5 NZ cents a share. — 
— COLIN I. 


Traumatic time 
Singapore-based heavy engineerin 
trading group United Engineer: 
med its losses to $$3.66 million (U 
million) during the half year end d 
30. The interim result contrasts wi 
1982 annual figures, released ju: 
days earlier, which showed an 
ble loss of nearly S$90 million. — 
Group chairman C. C. Tan ascribec 
the "traumatic" 1982 perfori 
"management errors" which were r 
tified by firing the group's managing : 
rector and finance director in August. 
Write-offs of assets, stocks and debts las 
year approached S$80 million. Poo) 
trading conditions, high interest costs 
and the loss of key agencies also hurt the 
group's 1982 showing. — i 
Trading conditions have remained 
sluggish, resulting in a 24% drop in. 
group turnover to $$39.21 million in the : 
first half of this year compared to the 
same period the previous year. But in- 


















































































million from $$4.21 million. 
— LINCOLN KAYE 
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The bears take over again 








HONGKONG 'S sharp decline on the final day of the period to Sept. 19 highlighted the pre- 
vailing sullen mood in most of Asia's markets. Heightened nervousness ahead of the resump- 
tion of Sino-British talks in Peking was behind a sharp decline in the Hongkong dollar which 
in turn brought gloom to the stockmarket. Tokyo experienced extremely thin trading which 
saw prices fall steadily. In Seoul, word of new financial scandals dampened market activity. 


HONGKONG: After a hesitant rebound at mid- 


period, the market on Sept. 19 plunged by 73.86 
points on the Hang Seng Index — the steepest fall for 
a single day since October 1982 — following a similar 
slide in the Hongkóng dollar owing to heightened 
nervousness ahead of the resumption of Sino-British 
talks on the territory's political future. The index, 
which ended at 842.25, lost a net 68.67 points or 7.5% 
against the previous period's close. Share prices are 
now back, on average, to their levels of the start of 
the year. Panic selling in the period's final session 
halted a recovery that had brought back the index to 
above the 900-point level. 


— — TOKYO: Share prices dropped every day of the 


period. The market was extremely thin as trading 
waned during the holiday-shortened week. Fujisawa 
Pharmaceutical was in the news — with another scan- 
dal, this time involving the arrest of senior employees 
on charges of stealing industrial secrets from a com- 
petitor. There was some interest in oils and highly 


capitalised steels and shipbuilding issues. The yen 


weakened for a time but firmed up towards the end of 
the period. Wall Street provided a note of uneasi- 
ness. The Nikkei-Dow Jones Average closed at 
9,141.25, down 214.41 points from the previous 


| period. 


: With losers outnumbering gainers 
by 167 to 39 in thin trading, the market continued its 
retreat. Declines were ascribed to the generally 
lacklustre corporate results announced recently, as 
well as qualms about a possible rise in the United 
States money supply. Plantation and construction 
shares fared generally better than those in such hard- 
hit sectors as property, hotels and ship-repairing. 
Consolidated Plantations and Highlands and Low- 
lands showed slight gains, as did Esso and Haw Par, 
which had reported better profits. Losers included 
Johan, Malayan Cement and Hong Leong Indus- 
tries. Fraser's Industrial Index closed at 5,582.73, 
down 16.27 points from the previous period on an 
average daily volume of only 8.16 million shares. 


KUALA LUMPUR: Reflecting prevailing senti- 


ment that gains made during July and August should 
be consolidated, trading was sluggish. Continuing 
welcome news on commodity prices has been offset 
by expectations of a tight budget due on Oct. 21, that 
may reduce development expenditure significantly 
with adverse effects on property and construction 
listings in particular. Total turnover fell to M$122.8 
million (US$52.4 million) while daily volume drop- 
ped to 5.6 million units, the lowest in six months. 


MANILA: Three big negotiated deals boosted turn- 
over to 538.8 million shares worth P38.5 million 
(US$3.5 million), All three represented unloading, 
with price markdowns of P1 for Family Bank on a 
cross sale of P10.3 million-worth of shares; P2 for 
copper producer Atlas Consolidated on a block sale 
of P2.25 million-worth of B shares (open to foreign 
ownership), and fractions of a centavo for low-priced 
barite producer Falcon Metals on a cross sale of P 1.5 
million-worth of shares. Brewer San Miguel gained a 


14R 


half-peso, but among other commercial-industrials, 
Philippine Long-Distance Telephone, the telephone 
monopoly, only managed to hold on to the previous 
closing level, while the rest showed losses. 


BANGKOK: Investors remained generally hesitant 
over the short-term outlook, so the market continued 
to mark time. Buying interest tended to wane, and 
towards the close of the period a sudden burst of 
liquidation pressure resulted in a marked easing of 
tone. Thai Farmers Bank announced a special di- 
vidend which is to be used to subscribe to a new share 
offering. The military appointments announced in 
the past week failed to inject interest into the mar- 
ket. Average daily turnover was Baht 27.2 million 
(US$1.2 million). The Book Club Index declined 
1.08 points to close at 126.50. 


AUSTRALIA: Prices fell broadly over the period, 


with all sectors hit by profit-taking. The Australian 
All-Ordinaries Index fell 19.6 points to close at 
717.1. A weaker trend on Wall Street and unfavoura- 
ble gold-price movements added to market nervous- 
ness. The market is now almost 20 points below the 
peak of 736.7 reached on Sept. 12. There has been 
only limited offshore ifterest in selected stocks and 
little sign of the widespread buying witnessed earlier 
in the year. Speculative oil issues are still sought, 
especially those involved in successful exploration 
programmes. 


NEW ZEALAND: industrials continued gently up- 


wards for most of the period and faltered only briefly 
following a poor result from market leader Fletcher 
Challenge. The level of activity in the market re- 
mains very low with investors content to wait and see 
how trends develop. Oil stocks continued to find 
steady selling pressure throughout the period on 
rumours that the present heavy flow of new explora- 
tion floats is about to be joined by two more. The 
NZUC Index closed 7.36 points higher at 961.48. 


TAIPEI: The market ran out of upward momentum 
and share prices fell across the board under the influ- 
ence of steep plunges in class B stocks (of companies 
with minimum paid-in capital of NT$50 million, or 
US$1.25 million). New East and Chan Chun, two 


textiles companies in this category, led the downward 


trend. On the final day of trading, the weighted index 
closed at 721.78, off 13.15 points. Trading volume 
also slipped more than 35% from the previous 
period. 


SEOUL: The sluggishness that had dominated the 
market for more than three months returned as word 
of new financial scandals, close on the heels of the 
Myongsong group debacle, again chilled the market. 
An average 6 million shares changed hands daily dur- 
ing the period, down from the previous period's 10.4 
million, and the composite index slipped 0.27 of a 
point to close at 119.20. Among the bad news was dis- 
closure of embezzlement at Dongsuh Securities Co. 
involving about Won 1 billion (US$1.3 million), 
and rumours of a kerb-loan swindle involving the 
Choheung Bank. 








AUSTRALIA 








Aust. All-Ordinaries Index 
Sept. 13 7: 
Sept. 14 7: 
Sept. 15 7% 
Sept. 16 71 
Sept. 19 71 
Change on week 2.6 

Sept.19  * change 
A$ on week 

Amati 263 54 
Ampo! Exploration 3.76 -31 
Armpol Petroleum 203 -— 

ANZ Bank 532 09 
Australian Cons. ind 1.57 — 

Austrakan Guarantee 245 52 
APM 223 -43 
Boral 321 -38 
Bouganvsle 263 -?4 
Brambles ind 2999 «31 
BHP 12.58 12 
Burns Pháp 2 85 ta 
CIG 270 36 
Cartton United Brewery 293 -49 
Coles GJ 339 -45 
Comaico 325 -52 
CSR 419 -§2 
Dunlop Austraka 134 ^83 
EZ industries 5 90 64 
Etter Smith GM 438 14 
Hardie J 408 19 
Heraid & Weok)y Times 273 18 
ICI Austraha 192 72 
Lend Lease Corp 503 12 
MIM Holdings 422 56 
Myer Emponum 1.55 49 
North Broken Hill 225 -55 
Peko Walisend 747 -17 
Pioneer Concrete 183 -31 
Santos 823 54 
Smith H 4.08 7 
Thomas Nationwide Trans 1 88 31 
Western Mining A74 -29 
Westpac 321 53 
Woodside 1 52 73 
Woolworths 249 60 


HONGKONG 
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Lung Development 1! 96 -10 ?1 


Seng Banh 37 25 -69 49 
6.00 — 68 

099 -75 40 

HK Electhc 510 -69 73 
HK &Ch Gas $0.00 -91 3! 
HK &K What 3 425 62 A7 
HK Land 3025 07 86 
MK AS Bank Ex Dv 690 -55 80 
HK AS Hotels 24 00 40 A2 
HK Realty A’ 375 ^" -34 107 
^K Telephone 32 00 11.1 47 
MK & YauFerry Ex Div 2025 -90 74 
Hopewell 1.64 -- 62 
"tun Chong 0.82 12 104 
"lutctwson Whampoa 11.20 -104 46 
int! City Holdings 0.455 -90 66 
Badine Matheson 1! 20 -74 71 
Warchne Sec 7 80 79 132 
X Chong Hing 1.63 — 66 
Nan Fung Teaties Ex Div 10.50 -45 86 
New Work! 250 -14t B8 
Dient O seas C 2.675 36 (0t 
Dseas T Bank 3.45 42 75 
Paul Y Const 2525 -29 79 
Belus 190 — 16 8 
Bun H K. Props 520 -63 123 
lun H K Sec - — -— 
liwire Props 4 70 -60 102 
Wwe Pac ^A" 12.60 -60 60 
"= Cheung 0.80 -48 25 
‘rataigar 039 114 385 
Wah Kwong Ship 2775 09 123 
Wheelock "A" 2.825 74 124 
Whee! Man “A” 190 — 26 
Wing On Holdings 250 — 46 
Niner 5.40 — 59 
Wortd inti 140 -67 a6 








Nikkei-Dow Jones Average 


lept. 13 9,299.33 
iept. 14 9,274.11 
lept. 15 closed 
lept. 16 9,195.66 
lept. 17 9,182.07 
lept. 19 9.141.25 
thange on week ~2.29% 
Sept.19 “change Pie 
Yen onweek ratio 
inomoto 1030 19 413 
indgestone Tire 478 -16 15 1 
hoh 283 17 792 
ips 503 23 433 
anon 1390 -48 392 
wuzen Watch 634 -51 257 
@ Nippon Printing B06 -48 224 
wa House 506 -02 293 
ara Mfg RI -18 246 
up Photo Film 2200 -43 19 
tsu 1370 -2B 402 
mwa Real Estate 567 12 677 
Mach 861 31 325 
fonda Motor 888 -08 244 
Hi 166 *1B8 192 
EOL 665 22 485 
apma Const 316 -28 127 
arka 415 105 515 
ao Soap 575 -42 255 
asrwyama 636 05 150 
inn Brewery 410 -19 18.8 
omatsu 166 - 40 7 
maga Gurr 446 23 113 
latsushita Elec ind 1600 -59 2564 
Wisushita Elec. Wiks 587 05 214 
Musubishi Estate 488 -14 29 B 
Wsubisty H. I 253 +63 pe 
itsui& Co 358 06 3A 1 
Mou Rea! Estate 686 20 35.3 
fe mos 367 34 — 
ioonN C R 865 37 395 
ippon Hodo 715 -19 118 
ippon On 1010 «25 — 472 
ipoon Stee! 156 29 336 
imura Securites 738 33 36 7 
IYK 257 *12 46 
Ampus 1160 -09 245 
2920 ~6.1 34 6 
E 918 -12 51.9 




















Sanko Steamship 251 +77 —- 

Sankyo Pharm 768 -01 235 
Sanwa Bane 500 -— 304 
Suus Pretap Homes 610 35 147 
Sharp 1370 35 35.3 
Srusando 1060 -45 202 
Sony 3600 -50 20.1 
Sumitomo Bart 500 — 18 5$ 
Tasse: Const 224 +18 127 
Takeda Chem 799 26 309 
Totoo Manne and Fire 469 «09 29 0 
Tokyo Elec Power 936 +10 120 
Toray 409 -14 349 
Toto 465 -29 204 
Toyo Kogyo 405 22 136 
Toyota Motor 1170 ~33 142 
Yamaha Motor 500 1.0 - 

NZUC Index 

Sept. 13 960.41 
Sept. 14 961.96 
Sept. 15 963.15 
Sept. 16 957 14 
Sept. 19 961.48 
Change on week +0.77% 


Alga Harvey 385 +t3 57 
Brertoy an +30 21 
Caner Holt 334 +09 33 
Dominon Breweres 1 64 E 63 
totes 175 +54 66 
Fletcher Chahenge 255 27 67 
Lion Brewenes 216 - 59 
N2 Forest Products 450 14 53 
NZ Oil and Gas 0.80 121 - 
NZ South Britesh 124 05 61 
NZ Stow 3.10 — 58 
UEB Industnes 1.57 ^13 80 
Waitaki NZR 340 12 62 
Watie 237 +09 51 








61 
Marcopper 120 -08 — 
Marnduque-B - - * 
Priles-B 017 56 2B 
PLDT 40.00 +13 12 ! 
Pri Overseas 0016 +67 34 
Pioneer B — — = 
Podco-B 00016 231 = 
San Mgue-B 20 50 +25 67 
W Minoico-B 0001 — = 
Fraser's Industrial Index 
Sept. 13 5,611.81 
Sept. 14 5,592.61 
Sept. 15 5,603.99 
Sept. 16 5,592.25 
Sept. 19 5,582.72 
Change on week -0.29% 
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SOUTH KOREA 


Composite Index 


Sept. 13 
Sept. 14 
Sept. 15 
Sept. 16 
Sept. 17 
Sept. 19 


Change on week 





-18 21! 
*33 32 
-05 17 
-62 30 
-39 73 
+25 30 
-4.7 37 
-10 54 
*06 55 
11 35 
-13 13 
13 57 
-18 32 
-20 - 
*10 42 
c 74 
-37 36 
-11 24 
-23 40 
-21 48 
-44 21 
-58 &.5 
-05 — 
+29 24 
-38 25 
-10 14 
-07 04 
-5.8 11 
-11 33 
25 46 
17 09 
20 1.6 
30 

81 

34 

19 

30 
119.06 
119.07 
119.05 

n.a. 
119.53 
119.20 
~0.23% 
“change ‘% 
onweek yield 
+13 77 
+02 85 
+07 71 
+03 66 
-201 70 


Weighted Index 


Sept. 13 730.84 
Sept. 14 729.66 
Sept. 15 727.07 
Sept. 16 721.43 
Sept. 17 726.89 
Sept. 19 721.78 
Change on week -1.79% 
Sept 19 Schange % 
NTS onweek yield 
Asia Coment 26 40 -08 19 
Cathay Const 28 20 04 78 
Crina Rebar 1170 45 - 
Chung Hwa Pulp 20 30 15 25 
Chung Sting Teatde 13.10 -19 — 
Far East Textáe 15.40 -25 26 
Formosa Plastic 25.70 114 3! 
Nan Ya Plastic 26 00 37 27 
Tawan Cement 2180 -65 28 
Tatung 15.00 -20 33 
USI Far East 27 60 24 73 
Yue Loong Motor 16 30 -18 — 


Bangkok Book Club Index 











Sept. 13 127.67 
Sept. 14 127.39 
Sept. 15 127.14 
Sept. 16 126.47 
Sept. 19 126.50 
Change on week -0.85% 
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story which originated as long ago às 

Christmas Day last year is still going 
the rounds here and looks like making its 
way into Lao diplomatic legend. It 
started when the Lao Foreign Ministry 
invited diplomats to a New Year party 
on the night of December 25. Such hap- 
penings are rare in this sleepy backwa- 
ter, so few declined. And they found the 
evening amply rewarding for more 
reasons than originally envisaged by the 
government. 

Although a Lao orchestra was pre- 
sent, for some unknown reason a visiting 
group of Uzbek musicians from the 
Soviet Union took over the job of pro- 
viding music. So, though the drinks were 
flowing freely, some 2,500 or so Lao and 
foreign guests could not dance the fa- 
vourite Lao ramvong. The nimble steps 
and gentle swaying of arms that charac- 
terise the ramvong were difficult to exe- 
cute with the Uzbek band playing merry- 
go-round music. 

By 11 p.m. then minister of culture, 
Sisana Sisan, who is known for his fond- 
ness for the good things in life, mounted 
the stage, snatched the microphone from 
an Uzbek singer and announced that the 
country was Laos and there should be 
Lao music. The alcohol-sodden audi- 
ence was electrified. There was a spon- 
taneous burst of applause. 

An over-sized Russian manager was 
soon on stage to grab the microphone 
from Sisana and push him aside. In pro- 
test, Sisana squatted on the stage. Some 
Lao officials then mounted the stage to 
coax him away. However, the Uzbek 
band soon stopped and, led by the Soviet 
ambassador, left the scene. The Lao 
band sprang into life with a disco number 
called Ho Chi Minh and nearly half the 
audience went up on stage to jump and 
gyrate. 

The tale may have become exagger- 
ated, as most of the tellers stayed on at 
the party until the early hours of the 
morning. There was, however, no mis- 
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Russians shopping in Vientiane: good customers. 





taking the fallout of the act of cultural re- 
bellion. Two days later the party daily 
Siang Pasason published an interview 
with Sisana about the Soviet Union. 

The interview reportedly was granted 
on December 25 to a Lao radio corres- 
pondent. A search for a transcript of the 
alleged interview in the Western 
monitoring of the Lao radio, however, 
proved futile. Perhaps the interview was 
not meant for broadcast, or was not en- 
tirely suitable for broadcast. 

The text published by the daily news- 
paper starts with the question: “What is 
your impression of the USSR, excel- 
lency?” Sisana answered by saying that 
the Soviet Union “has 
been able to resolve 
numerous problems re- 
garding the living con- 
ditions of its people . . . 
Because of such formid- 
able strength, the USSR 
has increasingly stepped 
up its role as the main- 
stay for the socialist sys- 
tem...” 

Then, somewhat in- 
explicably, Sisana added: 
“All this clearly shows 
the correctness and justi- 
fication of Lenin’s policy on nationalities 
problems.” 


T atid, a question about the past, 
present and future of Soviet-Lao re- 
lations, Sisana said that Lao people have 
always “given utmost attention to our re- 
lations in all respects with the USSR.” 
After asserting that Moscow would give 
aid to Laos whenever it was requested, 
Sisana announced: “In particular, since 
the signing of the treaty of friendship and 
cooperation between our two govern- 
ments, the Soviet Union has gradually 
increased its assistance and cooperation 
to Laos." 

This assertion confounded diplomats 
as Laos is not known to have signed a 
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Sisana: off the air. 





treaty of friendship. In private, Lao offi- 
cials still express puzzlement about 
Sisana’s statement. Diplomats put it 
down as one of the many Lao riddles but 
note that in March Sisana was removed 
from his post as minister of culture and 
sent to Sam Neua as the central govern- 
ment representative to 
Houa Phan province. 

But while the Christ- 
mas night party provided 
unusual entertainment 
to the foreign communi- 
ty, and a good story for 
visitors, nobody is treat- 
ing it as an event of parti- 
cular political signifi- 
cance. While the Lao do 
not seem to look upon 
Russian residents with 
any affection or regard, 
there is no sign of 
animosity either. In fact many middle- 
class Lao now queue up to learn Russian 
and try for scholarships to the Soviet 
Union. 

Although the 4,000 or so Soviet citi- 
zens living in Vientiane are parsimoni- 
ous, they are nevertheless very impor- 
tant customers in relation to poorer Lao 
citizens. They also frequently patronise 
the soft-drink stalls set up by families of 
civil servants to earn a little extra money. 

The number of Soviet personnel in- 
cluding dependants in Laos is estimated 
to be 5,000. They are believed to be en- 
gaged in training the Lao air force, and 
also ground troops in the use of artillery 
and sophisticated communication gear. 
According to Western sources, Lao and 
Vietnamese armed forces recently held a 
joint exercise in northern Laos with the 
participation of Soviet and Vietnamese 
instructors. 

The Soviets are also building roads, 
bridges, an airport and a hospital. Soviet 
advisers are believed to be attached to 
most ministries and Soviet teachers in- 
struct at the Lao party training school. 
Asked why Laos had not signed a 
friendship treaty with Moscow as Viet- 
nam had, Vice-Minister of Foreign Af- 
fairs Soubanh Srithirath said: “It is not 
necessary now and we are not in a hurry. 
What is important is that they give us aid 
in every field. The Soviet Union is our 
principal support." Questioned about 
the number of Soviet citizens in Laos he 
refused to comment on the figure of 
5,000 but hinted that it could go up 
further. “We are not afraid of figures,” 
he said cryptically, —NAYAN CHANDA 


SEPTEMBER 29, 1983 e FAR EASTERN ECONOMIC REVIEW 


Turn your bank 
into an international network 
at the speed of light. 





Look to Bank of America-for the fast-response, 90-nation banking 
network that extends your bank's services around the world. 

As.one of the leading participants in international dollar trans- 
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cash clearings. 
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America office. And extend your bank around the world. ° 
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Two hundred years ago Rama the First created his perfect city 
on the banks of The Chao Phya. The City of Angels. Today, 
from any of The Royal Orchid's 780 luxuriously appointed rooms 
you can have an uninterrupted view of the pageant 

on the River of Kings 


Minutes away by boat or road is the colourful bustle of shops 
and markets. The thriving business district. 
Exciting nightlife. Golden historical sites. 


Ten superb restaurants and bars offer you international cuisine 
and impeccable service. From traditional English roasts and vintage 
wines to the tastes of the Mediterranean. indoors or ‘alfresco’. 
or you can simply sip a long cool drink at The Poolside Bar and 
enjoy Bangkok's golden river as a backdrop. 


Since it opened, The Royal Orchid has proven worthy of its place 
as one of Asia's renowned Mandarin International hotels and is 
already a new chapter in Bangkok's continuing legend 


Discover more about The Royal Orchid. talk to your travel agent. 
contact HRI or The Royal Orchid direct. 


$5 


The Royal Orchid 


Bangkok 


A member of Mandarin International Hotels 


In Association with Thai Airways International 
For reservations at The Royal Orchid. Bangkok please call 
the nearest office of HRI. The Leading Hotels of the World 
your travel agent. the hotel direct at 233-6120/9 
telex 84491/2 ROYORCH TH 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the quess- 
work in doing business with this 


enigmatic country; and helped boost : 


their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China’s fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 
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— a wide opge o ARD LAC industrial tractors of powers ranging 
between 26 used in agriculture, forestry, 
and fruit-growing, lumbering, building trade, transports; 

— farming machinery for all 

— assembling lines for tractors and farming 

— tractors and farming machinery SKD and CKD; 

— specialist technical documentation; 

— spare parts for tractors and farming machinery; 

— competent service, training of the operating personnel. 

Full information of the whole range of products and services offered 

can be obtained by applying to the foreign trade company 


UNIVERSAL TRACTOR 
Head Office Branch Office 
2200, BRASOV-ROMANIA BUCHAREST — ROMANIA 
5, Tumului Street 


19, Lipscani Street 
Telephone: 90/138713 
Telex: unitra 11189 


Telephone: 921/62661; 66695 
Telex: 61335; 61336 








First Class? 
No, Economy. 


It'S simple. Book yourself on SAS 
First Business Class. 

We seat you in a spacious, restful 
cabin instead of behind a curtain. 

You can relax in a next-to-First 
Class chair instead of a Tourist Class 
seat. 

In our 747s, there are only 8 seats 
abreast. In our DC-105, just 7. 

You get 38 inches of legroom in- 
stead of 34. 

You dine on china instead of plastic. 

You drink from a real glass instead 
of a plastic cup. 

You're provided with electronic 
headphones instead of those old 
accoustic ones. 

You get everything except a sur- 
charge. The fare is normal economy. 
Period. 

According to an article in FORTUNE 
Magazine: "Surely the best business 
class service is provided by Scandina- 
vian Airlines?’ 

Try us the next time you fly to 
Europe. We offer you four weekly 
connections from Tokyo and three 
non-stops from Singapore/ Bangkok. 
And friendly Copenhagen Airport 
gives you excellent connections to all 
of Europe. 
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A tale of two cities 


Low City, High City by Edward Seiden- 
sticker. Alfred Knopf, New York. 
US$20. 


THE history of Japan, and more particu- 
larly Tokyo, since the Meiji Restoration 
of 1867, is one of constant and extreme 
change. In fact, of 19th-century Tokyo 
there is hardly a stone left standing. 

There are many reasons for these dev- 
astating transformations, some natural, 
some cultural, some historical, but the 
greatest changes took place between 1867 
and 1923, the year of the Great Kanto 
earthquake. During this time old Edo be- 
came modern Tokyo, a process admirably 
described by Seidensticker. 

The natural reasons for change are the 
most obvious: Japan, especially the area 
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Part of the 1914 Taisho exposition: the lights go up. 


upon which Edo was built, is highly prone 
to earthquakes, typhoons, floods and 
fires. So numerous were fires in the city, 
almost entirely built of wood, that they 
were proudly known in the shogun’s capi- 
tal as the “flowers of Edo” —a description 
typical of the devil-may-care machismo so 
dear to the Edokko, the children of Edo. 
True children of Edo lived mostly on the 
marshy eastern side of town, known as the 
Low City. It was there, rather than in the 
more up-market High City, that Edo cul- 
ture had its finest day; in the licensed 
brothel quarters, the kabuki theatres, the 
great riverside restaurants, the temples 
and shrines. It was all to disappear in less 
than half a century. 

The final blow was the earthquake of 
1923, which devastated most of the city, 
an event with which Seidensticker opens 





and ends his book. What was still left after 
that was destroyed by B29 bombers just 22 
years later. 

But even without these natural and 
man-made calamities Low City culture 
may not have survived for very much 
longer. It was an inward-looking culture, 
more interested in ephemeral perform- 
ances than in leaving monuments. It was 
soon to be overtaken by the times. The 
changes were too quick, too sudden. Edo 
culture was like an underground fresco 
that faded as soon as the light was let 
in. 

The Meiji period, Seidensticker points 
out, was a time of illumination, of bright 
lights. Edo was a city of shadows. Civilisa- 
tion and Enlightenment was the slogan of 
the day. Tokyo was to be a civilised, en- 
lightened city with all the lights 
turned on: “Freed from the 
black Edo night, people 
gathered where the lights were 
brightest...” 

The pursuit of bright lights 
led the inhabitants of Tokyo 
ever further west, both literally 
and figuratively. In the west lay 
the High City, where the lights 
shone brightest. And the out- 
ward manifestations — which is 
what counts in Japan — of 
enlightenment were closely 
modelled upon Western exam- 
ples. Upper-class Japanese 
danced the nights away at the 
splendid new Rokumeikan in 
Western evening clothes. The 
facades, if not the back streets, 
of the High City were often built 
by Western architects. 

Few people appear to have 
had many regrets over the pass- 
ing of Edo culture. Crying over 
spilt milk is not a Japanese 
preoccupation, but it did give 
rise to a sense of nostalgia. 
Writers such as Nagai Kafu revelled in an 
elegiac kind of writing, constantly chasing 
the ever-skortening shadows of the past. 
Tokyo, perhaps because it changes so 
quickly, was— and still is — that kind of 
city. Seidensticker, like Kafu, many of 
whose works he has translated, is that kind 
of writer. 

He recognises the merits of High City 
get-up-and-go. He readily tips his hat to 
the architects of Japan’s modern miracle. 
But his heart, one feels, is in the Low City, 
where the shadows of the past are longest. 
His descriptions of modern buildings, 
technical progress and ballroom-dancing 
aristocrats are graphic and to the point. 
But he is at his very best when describing 
jugglers, geisha, story-tellers, actors, 
prostitutes and other denizens of the 
lower depths. — IAN BURUMA 


Authorized Distributors — 









HONG KONG w 
Rank Electronics Asia Ltd. Tel : 3-685161 t 
Tix :44953 RANK Hi 
TAIWAN (ROC) 
Yung Foong Universial Inc. Te! : 712-8063 


Tix: 78511521 








MALAYSIA 
Sime Darby Systems Tel : 28999] 
TIx: MA32807 


SINGAPORE AND THE REST OF ASEAN 
Sime Darby Systems Tel : 2246077 
Tix: RS 28450 





JAPAN 


BEC MERE. i ÉGÀ 
— E 
A pe 
Authorized Dealers: ` 


HONG KONG 
Amfair Computer Ltd. Tel :3-7553756 
Computact (HK) Ltd. Tel :5-752313 
ComputerLand U.S.A. Tel : 5-739235 
Excellent Electronics Co. Ltd. Tel : 3-313878 
Nison Computer Co. Ltd. Tel : 3-674155 r 
T.S. MicroSystems Ltd. Tel : 5-265905 v 
SINGAPORE 
Computer Centre Pte Ltd. Tel : 2932630 
Computerage Pte Ltd. Tel : 3387374 l 23 
Computerland of Singapore Tel : 2247511 t 
DTS ue rat Pre Ltd. Tel : 2788566 
Microage puter Systems Tel : 2949329/2964 16 
Pre Ltd. 
poe Computer Systems Tel : 7752477 
AVS Electronics Pte Ltd. Tel : 2967211 
MALAYSIA 
terland Kuala Lumpur Tel :411097, 411098 ' 
M/s Medea Computer Centre Tel : 480116, 480184, 


S.B. Kuala Lumpur 480055 
D.E. Electronic Engineering Co., Tel :414179, 481889 
(HK) Kuala Lumpur 
Vanguard Company Kuala Lumpur Tel : 288215, 288764, 
201634 E 
M/s MicroMedia (M) Sdn. Bhd. Tel :432396 
Kuala r , 
M/s Office Computer Sdn. Bhd Tel : 764377 4 
Selangor 
Systematic Business Computers Tel : 322636 
Selangor 


M/s ec m Sdn. Bhd. Wo d Tel : 472033 


gm ONE Sdn. Bh Tel : 788525 
M/s Microland (M) Sdn. Bhd. Tel : 787319, 788852 $ 
Petaling Jaya 
sis ag Cauka Systems Tel :373633, 373634 
D 
M/s Dus Compass Sdn. Bhd. Tel : 314352 g 
Malacca i 


a diar Computer Centre S.B. Tel : 379183, 379258 7 


ng 4 
M/s Access Data Sdn. Bhd. Kedah Tel : 720460, 726566 f 
Trengganu L5 aie & General Tel :096-25485 à 


Tetra Engineers , Perak Tel : 558966 . 
M/s Rangkayaan Enterprise Sdn. = Tel : 54841 ^ 
d.ISabah 


M/s Berjaya Computer Services S.B. Tel : 33164, 32165 
Sarawak 














PHILIPPINES 


Abenson Tel: 700602 
Computerland Philippines Inc. Tel: 8180175 
Distributed Processing Systems Inc. Tel: 855713 
Microplus Technologies Inc. Tel: 7212801 


Personal Computer Specialists Tel: 865001 
Inc 


Superbyte Computer Systems Inc. Tel: 401467 
Yutivo Corporation Tel: 47 


INDONESIA 
C. V. Jakarta Office Equipment. Tel: 355225 


rta 
Computerland Jakarta. Jakarta Tel: 342031 
P.T. Komputer Agung. Jakarta Tel: 359583 
P.T. Oriental Komputer Agung. Tel: 359583 
Jakarta 






Business Mgt. Computer Co. Led. Tel: 391-3618 


Innovation Corporation Tel: 2513902 

Sahamit Machinery Co. Ltd Tel: 2347048 
TAIWAN 

Yung Foong Universal Inc. Tel : 7813101 


appic 


* 


The most personal computer. 
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he South Pacific Explorer fare. 
‘beautiful new way to reach the U.S.A. 


instead of going to the U.S.A. 
same old way, fly Air New 
land and we'll take you there a 

iutiful new way. Via the South 
ic 


4 can fly there either from Hong 
ng or Singapore. Or return from 
? U.S.A. to Hong Kong or 
igapore. The price is the same 


er way.Just HK$6,160 or S$2,156: 


Travelling in either direction, 
you can have a choice of 


stopovers in New Zealand, Tahiti, 


the Cook Islands, Fiji and 
Hawaii. If you wish to see more 
than two of these islands, it costs 
just HK$250 or S$100 for each 
additional stopover. The ticket is 
valid for one year and allows you 
to explore the South Pacific's 


paradise isles at your own pace. 
How long you stay at each 


destination is The Pacifics 
up to you. Number One 
The South | 


Pacific Explorer 
fare. A beautiful 
new way to reach 
the U.S.A. 
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